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Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this morning the General Services Administration, 
an agency well and favorably known to this committee. It is good 
to see the Administrator, Mr. Franklin G. Floete, looking so well. We 
have a lot of new talent as well as a lot of old friends and | hope you 
will introduce these new people to us. 

I understand the average costs for planning, which is scattered 
throughout the budget, is about $8,200 per position, which gives it 
by far the No. 1 banner in the entire Government. 

We will go into that later. 

Mr. Floete, it is nice to see you again, you and your staff. 

Mr. Fiorers. Mr. Mills is the Deputy Administrator. He is new. 
He came with GSA last May, from New Jersey. He is a businessman 
and a lawyer. 

Mr. Tuomas. We like these combination businessmen and lawyers. 

It is nice to have you with us, Mr. Mills. 

Mr. Fiorts. Mr. McConihe over there is Commissioner of Public 
Buildings Service. 

Mr. Tuomas. I think we have had him with us here before, haven’t 
we? 

Mr. Fiorrs. I believe so; yes. And this is Mr. Bean, Commis- 
sioner of the Federal Supply Service. 

Mr. TxHomas. Yes; I know Mr. Bean. It is nice to see you. Mr. 
Bean here is an old-time merchant; isn’t he? 

Mr. Fiorrts. Yes, sir; he spent most of his life with Montgomery 
Ward. 

Mr. Tuomas. He is bound to know something about merchandise. 

Mr. Fuiorts. This is Mr. Sweeney, the General Counsel. Mr. 
Knott, I guess you know. He is Assistant Commissioner for Ac- 
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uisition and Disposal in the Public Buildings Service; and Mr, 

hillips, Assistant Commissioner for Building Management in Public 
Buildings Service. 

Mr. Tuomas. Mr. Phillips, it is nice to see you. 

Mr. Fuioxre. I believe that is all that are here at this time. 

Mr. Tuomas. Do you have a statement for us? 

Mr. Fuiorrr. I have a brief statement. With your permission 
may I read it? 

Mr. Tuomas. Surely. 


GENERAL STATEMENT 


Mr. Fiorrr. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to appear before the committee to explain 
the programs and operations of GSA and to present its estimates 
for 1958. 

ASSETS OF GSA 


The financial responsibility of GSA is indicated by the fact that its 
assets on June 30, 1956, exceeded $9 billion. Its diversified activities 
cover five different fields. It was created to provide strong centralized 
management of services for the various departments and agencies of 
Government. 

To achieve that objective it is essential that GSA be operated ex- 
pertly on the basis of economy and efficiency. That requires sound 
business plans and policies and proper staffing and assignment of 
functions. The management study referred to on page 6 of the 
justifications supplied important factual data and suggested various 
regrouping of duties and functions, all designed to improve the ergan- 
ization of GSA. We have adopted numerous of such recommendations 
and know that the expected improvements are now developing. 

The realinement of the top operating staff of GSA follows standard 
business practice to insure more efficient control and direction. Some 
changes have been made in the top staff due to vacancies, resignations, 
and changes of function. In each case men of business experience 
were employed. There have been numerous promotions within the 
permanent civil service of GSA which have materially improved the 
morale of the entire agency. This was largely made possible by the 
10 supergrades (GS-16) which your committee allotted to GSA last 
year. Further action of that nature would be helpful. 

Actual service operations are performed by our regional organiza- 
tions. Therefore, their improvement follows the same general 
pattern as that of the central office. Greater emphasis is now placed 
on supervision and control of field operations by the central office to 
insure uniform use of approved practices and procedures. To provide 
service responsive to the needs of customer agencies we now have in 
effect a comprehensive plan in the central office and in the field. 


PUBLIC BUILDINGS SERVICE 


In Public Buildings Service we have made provision for long-needed 
planning covering all phases of real property operations with: the 
objective of obtaming balance between long-range plans and current 
year’s activity. 
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This incorporates closer working relations with other agencies in 
working out current space problems as well as space requirements 
anticipated for the future. Definite progress has been made in dis- 
posal of surplus real property. The construction division has been 
strengthened to properly handle the expanded repairs and construction 
program. 

I think it is interesting to note at this point that the principal 
increase we are requesting for public buildings service—in fact the 
principal one throughout the budget—relates to the repair and 
improvement of Federally owned buildings. The chronological 
history going back to 1945 indicates that up until 1956, the average 
amount appropriated for that purpose is about $18 million. Since 
we are charged with the responsibility of repairing and improving 
approximately 4,500 buildings, with over 100 million square feet in 
them, that amount was not sufficient to keep the buildings in proper 
repair and accordingly they have deteriorated. Fortunately, in 
1956, the Congress allotted $34 million, $55 million last year and $85 
million as proposed in the 1958 request. 

We feel that the fact that we have to ask for this larger amount 
now is due largely to the fact that in those prior years, repairs were 
not kept up to the proper standard. 


FEDERAL SUPPLY SERVICE 


Federal Supply Service has initiated a program of technical assist- 
ance at surplus property sales which has been genuinely welcomed 
by the Air Force. We hope to extend it to other military services. 
Steps are also being taken to eliminate duplicating administrative 
stockrooms now maintained by many civilian agencies in large field 
installations. An intensive review has been made of the stores depot 
operation at Franconia, Va. Many improvements of methods and 
procedures were instituted and they are now being applied to the 
other 11 depots. 

It seems to us there is a great field for improvement in the operation 
of these depots and the Federal Supply Service generally. Mr. 
Bean has been extremely active in that respect and has already ac- 
complished many of the improvements that we can see are necessary. 


NATIONAL ARCHIVES AND RECORDS SERVICE 


National Archives and Records Service continues to expand the 
Records Center operations to almost 100 percent of the objectives, 
which, as you know, is 50 percent in such storage. In addition, the 
importance of good records management is being pointed up through- 
out the Government by holding training clinics and work shops in 
both Washington and the field. 


TRANSPORTATION AND PUBLIC UTILITIES SERVICE 


The Transportation and Public Utilities Service, with statutory 
responsibility as traffic manager for the civilian agencies and as their 
representative in rate proceedings before Federal and State regulatory 
bodies has produced substantial savings in reduced freight charges to 
the Government, and has been strengthened to take advantage of the 
governmentwide opportunities for efficiency and economies in this 
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field. We have instituted traffic surveys in the civilian agencies, and 

from these studies will come the knowledge and data necessary for 

improved civilian agency traffic management, an opportunity for even 

eae savings, and more effective representation before Federal and 
tate regulatory bodies. 


STOCKPILE PROGRAM 


In Defense Materials Service, stockpile purchases for fiscal year 
1956 exceeded $300 million. At the end of that year the inventory 
of the stockpile valued at June 30 prices exceeded $5.9 billion stored 
at 242 locations. Plans for taking a complete physical inventory were 
completed and initiated. The first depot inventory revealed a loss of 
only one-one hundredth of 1 percent from the book inventory. 

I think that must be very gratifying to all of us because it is the 
first time such a comprehensive inventory has been taken. The plans 
were fully formulated before we started and we have found from the 
first 4 or 5 that we have completed or nearly completed, that the plans 
were generally good. We believe now that much faster progress can 
be made and I think you will be glad to note that the estimated cost 
is now considerably less than we anticipated last year. 

Work on inventories at other depots is continuing under a systematic 
plan which includes proper tagging, repiling and repac kaging where 
necessary. It is now our opinion that the entire inventory of the 
stockpile can be completed over a 3-year period at an estimated cost 
of $15 million. 


OBJECTIVE OF 1958 BUDGET REQUEST 


For 1958 the programs and related appropriation estimates of GSA 
are geared to the same objectives mentioned earlier—better internal 
management—better service to customer agencies—more economy in 
operations. 

INCREASES REQUESTED IN 1958 BUDGET 


The budget for 1958 includes 13 appropriation items totaling 
$444,589,000. This is an increase of some $196 million over compar- 
able amounts for 1957, although $130 million of it is for the stockpile 
program for which no new funds were appropriated last year. 

Of the remaining $66 million increase, (1) $24.4 million is requested 
to finance improvements in various basic operations, largely for 
providing adequate space services in quality and quantity to other 
agencies, (2) $40.7 million is for air conditioning and improving facili- 
ties for housing Government agencies, and (3) $3.9 million is re quested 
to finance the continuing expansion of nationwide supply distribution 
of common-use items—which is largely offset by a decrease of $3 
million in the amount requested for additional capitalization. 

By the very nature of its operations, the success of GSA will be 
argely judged by the quality of its services and the efficient and 
economical manner in which they are rendered. This is the end 
product of our efforts and it will be measured by the degree to which 
t satisfies the reasonable needs of our customer agencies. 

We believe we have approached our job in a sound, businesslike 
manner. We have set forth our plans in considerable detail in the 
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formal justifications which the committee has before it and are pre- 
pared to discuss them in such manner as the committee may desire. 

Mr. Tuomas. That is a very nice statement and very much to the 
roint. 

; Mr. Administrator, I wonder if it will be convenient if, when we 
finish the public buildings items, you will bring in stockpiling? 

Mr. Fioere. Will that be tomorrow or today? 

Mr. Tuomas. I hope we can wind up this phase today. Let’s talk 
generally for a few minutes and then we will go into real property 
items. 

COST OF REORGANIZATION OF GSA 


What is the name of the firm that planned your reorganization? 

Mr. Fiorets. Cresap, McCormick & Paget. 

Mr. Tuomas. That was directed and paid for out of the Bureau 
of the Budget fund? 

Mr. FLoete. Yes, sir. 

Mr. Tomas. Do you know what that survey cost? 

Mr. Fiozre. I only know by rumor. About $200,000. 

Mr. Tuomas. This is a big agency. I don’t know about the 
correctness of the figure, but 1t covers many, many items. 

Mr. Forte. It took them 9 to 10 months and they had several 
people employed all that time, besides stenographic help. 


INCREASE IN ADMINISTRATIVE COST 


Mr. Tuomas. Well, we have had occasion in this committee in the 
last 15 years to see a lot of these management firms operate and it 
is a pretty good business to be in. When they are through, I don’t 
know whether it is worth one-fifteenth or one-twentieth of what it 
cost, but certainly no more than that. Every time you have one of 
these surveys the upshot of it is that the administrative cost goes up. 

Is General Services Administration an exception to that general 
rule? 

Mr. Fuoete. Well, I, of course, had the same concern. 

Maybe one way to answer your question would be the number of 
personnel because that is where you get your additional costs under 
the organization. Don’t you think? 

Mr. Tuomas. Well, any way you want to give it to us. What has 
been the result of it? Has the cost of operating the agency gone up 
or down by virtue of the reorganization plan? 

Mr. Fioerte. In total personnel, in March last year, to December 
31, 1956, there has been an increase in the central office of 105 people. 

Mr. THomas. How about the agency generally? 

Mr. Fiortr. Do you mean regions? 

Mr. Tuomas. I refer to this: The $200,000 study was agencywide, 
wasn’t it? 

Mr. Fioere. Yes, sir. 

Mr. THomas. How about the cost agencywide. Has it been in- 
creased or decreased by virtue of the reorganization? 

Mr. Fioere. I think if you measure it just in the terms of people 
and the cost that they mean, it has increased. I don’t know that you 
can blame it all on the Cresap report but here are the total figures. 
On March 31 last year we had 26,249 people. And now we have 
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27,100. Most of that increase is in Federal Supply Service where: 
their business has increased very, very materially, and in reimbursable 
work in Public Buildings Service and the physical inventory program 
of the stockpile. 

Mr. Tuomas. I have noted 3 or 4 places in your justification where 
the justification for an increase is specifically pegged and stands upon 
the Cresap report. It says the report recommended it. 

Mr. Fioerte. I don’t know just what you refer to. 

Mr. Tuomas. I can put my finger on 3 or 4 places right quick if 
you want me to, but that is immaterial. It is obvious that the ad- 
ministrative cost—call it whatever you like—the amount of money 
required to run the agency has gone up. The stock answer to my 
question, Mr. Administrator, is ‘‘Yes, but we have increased our 
efficiency.”” And then my answer to that stock answer is, “In in- 
dustry if we reduce the unit cost, we call that an increase in efficiency 
and if the unit cost goes up, we can’t very well call it an increase in 
efficiency.” 

Those are the standard answers. We notice it every time and we 
haven’t found an exception—I could be wrong but I can’t think of an 
exception, now—that whenever we have one of these reorganizations 
where we are going to save money the upshot of it is that the next 
yess the budget of that agency that has been reorganized goes up, and 

esides we have the cost of the reorganizing firm. 

Mr. Forres. I am certain that that increase in personnel is not all 
ascribable to the Cresap report. Our business has increased, Mr. 
Chairman. 

Mr. Tuomas. There is no question about that, particularly in the 
FSS in your stores. 


PHYSICAL INVENTORY OF THE STOCKPILE 


Mr. Fiorte. This stockpile inventory has required additional work 
and I think it is well justified. 

Mr. Tuomas. You are asking $6 million for it this year, as I recall. 

Mr. Fioere. Yes. 

Mr. Tuomas. And I see no occasion for a 3-year program so we can 
cut out that other $9.5 million, can’t we? 

Mr. Fiogere. Not and get the job done. 

Mr. THomas. Well, can’t we wrap it up this year? 

Mr. Forte. I don’t think that is possible. It is a $6 billion 
inventory. 

Mr. Tuomas. You mean a $7 billion inventory. $7,100 million 
on order and what you have in the warehouses. 

Mr. Meptey. On the physical inventory, as the committee knows, 
there is not the in-and-out activity that there is in a commercial 
business where you are taking things in and shipping them out or as 
there is in our supply activities where we take it annually. 

After careful sloniiaie with the General Accounting Office, ODM, 


and the Bureau of the Budget, it was felt that the phasing of the 
inventory over a 3-year period would be the best way to do it rather 
than to try to apply a crash program hiring a lot of people to do it 
queikly. We tried to plan it carefully. 
Last year we thought that the total cost would be around $26 million. 
Mr. Tuomas. I don’t know why in the world you should take 3 
years to take an inventory. You have never taken an inventory, 
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other than a paper inventory. I don’t think you are going to have 
to weigh every bar of lead or every bar of copper that you have there. 
I think some of this ought to be weighed. For this shipment here, I 
think the sample ought to be tested and weighed. This whole. busi- 
ness of taking everybody else’s weights and measures ought not to 
prevail. 

On the stockpiling of rubber, I don’t know whether it has ever been 
weighed, and I doubt if you do, other than by somebody over in 
Singapore or wherever you bought it. We don’t know that the scales 
are accurate and if it is listed on your paper inventory as a hunk of 
rubber weighing 200 pounds or 250 pounds, you don’t know whether 
it weighs 190 or 250 pounds until you weigh it, do you? It wasn’t 
weighed when it was put into the warehouse, was it? 

Mr. Meptey. It was weighed when it was brought in at the port; 
ves, sir. 

Mr. THomas. By whom? 

Mr. Mepuey. Well, I can’t give you the details, Mr. Chairman, 
but ail of the materials as they come in are inspected and checked. 

Mr. Tuomas. Are you sure about that? That is the first time I have 
heard of them being weighed. We go through the routine of inspection, 
whatever that may mean, but this is the first time I have ever heard 
that it has been weighed. Heretofore everybody stated that we had 
a paper inventory and a paper weight. 

Mr. Men try. In those commodities where good business practices 
would dictate the spot checking of the weights and so forth, or analyses 
of it or content of a given metal and so forth, those practices are 
followed. But in the taking of the physical inventory we are not 
weighing all of the materials, Mr. Chairman. Each commodity varies. 

Mr. Tuomas. It is going to take 3 years to do that? 

Mr. Meptey. Counting and in some cases repiling and restacking 
where the present condition of the inventory does not lend itself to the 
taking of physical inventories. 

Mr. Fioerte. I think it could be speeded up. It would take more 
people and more effort and more immediate cost, but it could be 
speeded up. I think it is essential, Mr. Chairman, that we find out 
what is there. The fact that the first one happeed to be a good 
result 

Mr. Tuomas. It should have been done 5 or 6 years ago. It is no 
fault of yours. It should have been done before now. 

I have been to a good many of the warehouses. By and large I 
think the material has been fairly well taken care of. I don’t know 
how in the world you could improve on it. Certainly, you have a 
lot of it in open storage, but I don’t know that it is going to hurt a 
copper bar or an aluminum bar or a lead bar—whether it is going to 
help it to put it in a cold warehouse. You have rubber scattered all 
over the country, and [ presume in the areas closest to the consuming 
areas and stacked in your warehouses. Some are darkened, some of 
them are not. I don’t know whether that is so essential, either, 

Mr. Forres. I think there is another factor, though. Some of the 
material is deteriorating because the packaging isn’t proper. We 
made an initial survey right after the Congress finished last year. We 
took a lot of pictures and we have seen a great many of these ware- 
houses and I think it is essential to preserve what we have, that we 
take care of them. That is why we are repackaging some of it. 
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Mr. Tuomas. What items, for instance, are deteriorating? 
Mr. Fioete. The people who are in charge of that program are 
scheduled to be here later in the hearings. They will have all that 
detail. A good deal of it has deteriorated. 

Mr. Tuomas. You have fats, oils, and fibers. You have set it out 
in your justification, what you rotate. 


SUMMARY OF BUDGET ESTIMATES 


Mr. Reporter, insert in the record pages 8 and 9 which are a general 
summary and which almost tell the tale, and then follow that with the 
table on page 7. 

(The pages referred to follow:) 


HiGHuiGcnats oF BupGet EstTiMATEs FoR 1958 


The budget for the fiscal year 1958 includes 13 estimates of appropriations for 
GSA, totaling $444,589,000. This is an increase of $196,038,900 over compara- 
ble amounts for 1957, as shown on the opposite page, most of which is due to 
ae million for the stockpile item for which no direct appropriation was made 
ast year. 

eae totaling $6,676,175 are included in items which involve personal 
services, directly or indirectly, to provide for payments to the civil-service- 
retirement fund. Title IV of Public Law 854, 84th Congress, requires that be- 
ginning with 1958 the Government contribution be made from each agency appro- 
priation instead of from a single governmentwide appropriation for that purpose 
as in the past. For 1958 payments will be 6.251 percent of salaries of employees 
under the civil-service-retirement system. 

Although changes in programs and estimates for each item are explained in 
detail in the following justifications, the amounts requested for 1958 are sum- 
marized by major purposes as follows: 

1. Basic operations of GSA.—Basic operations in the fields of real property, 
personal property, records, transportation and utilities management and related 
services and top direction of GSA are provided for in five items (Nos. 1, 7, 10, 11, 
and 12). These estimates for 1958 reflect a total increase of $24,406,450 over com- 
parable availability for 1957, of which $4,989,900 is for payments to the retirement 
fund and $2,653,900 is for increases in wage board rates. Otherwise, the increase 
is requested mainly to implement recommendations for correcting many defici- 
encies in fulfilling GSA’s responsibilities, and in quality and sufficiency of services 
to tenant and customer agencies, 

2. Building construction and improvements.—As part of the continuing effort to 
protect the Government’s investment and to increase efficiency in Government 
through bettering working conditions in buildings occupied by Federal employees, 
increases of $40,732,450 are requested as reflected in five items (Nos. 2, 3, 4, 5, 
and 6). The major part of the increase, $30 million net, is required to provide for 
the first full year of the 7-year program of renovation and air conditioning Govern- 
ment-owned buildings both in and outside the District of Columbia. For the 
program of acquiring buildings through purchase contract arrangements, an in- 
crease of $5 million is requested for sites, plans, and other expenses and $1.7 
million for purchase contract payments. Construction of five border stations and 
acquisition of some land in District of Columbia accounts for the rest of the 
increase. 

3. Nationwide supply distribution.—Two estimates for 1958 (Nos. 8 and 9) 
provide financing for the nationwide system of supply distribution. The esti- 
mate for expenses of operating the system is $3,900,000 over the comparable 
amount for 1957, largely to finance expense for sales increase from $212 million to 
$252 million. However, $1,700,000 of the increase is to be held in reserve until 
sales reach $237 million, or until the necessity for leasing additional space for 
stores depots can be demonstrated to the Budget Bureau. 

The other item provides for increasing the appropriated capital of the general 
supply fund to provide for inventory levels which will insure availability of com- 
modities to fill orders promptly for a sales program of the magnitude contemplated 
in the operating program estimate. The estimate for 1958 is $3 million less than 
the comparable amount for 1957 which includes a proposed supplemental of 
$10 million, 
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4. Stockpiling.—Procurement directives of the Office of Defense Mobilization 
on which the 1958 estimate is based, need for rotation of deteriorating materials, 
and expense of administering the stockpile program will involve $360 million of 
obligations in 1958 as compared to $331 million in 1957. Available unobligated 
balances were adequate to cover all obligations for 1957 and a substantial part of 
those for 1958, leaving a balance for which an appropriation of $130 million is 
required. 

Summary of budget estimates for 1958 





1957 Change, 1957 to 
Appropriation items (short titles) 1958 budget | comparable | 1958 increase 
estimates amounts! | (+) or decrease 








5 Cn SENIOR. FM. onc nnccccccscccsaccadeseones $142, 000, 000 | $120, 831,500 | -+$21, 168, 500 
BEM GHG CUO VOIIEINS 9 on 5 cc cccccscdcecasccddeasens 85, 500, 000 55, 355, 550 +30, 144, 450 
3. Sites and expenses, purchase contracts §_...........-...- 20, 000, 000 15, 000, 000 +5, 000, 000 
4. Payments, purchase PI .negnnninedectiasloncantels 2, 000, 000 337, 000 +1, 663, 000 
5. Construction, Fond D I ot, hs tha ee Sele bis 2, 500, 000 0 +2, 500, 000 
6. Acquisition of land ae of Columbia... ............. 1, 675, 000 250, 000 +1, 425, 000 
By Ry SR OTINNR, TEan on  cveecencccdccubsscvccosus 6, 350, 000 4, 315, 100 +2, 034, 900 
8. Expenses, supply Gisteribation ia ws potiantancietceaaiteiae ear all 20, 000, 000 16, 100, 000 +3, 900, 000 
9. General supply fund (capital) _.............-.-.......-.- 25, 000, 000 28, 000, 000 —3, 000, 000 
10. Operating expenses, NARS_.._...-....-.-.------------. 7,600,000 | 6, 905, 450 +694, 550 
Rk a i er ei 1, 700, 000 1, 257, 000 +443, 000 
12. Salaries ana expenses, Office of Administrator. ........_- 264, 000 198, 500 +65, 500 
annie ne SDE so dash | 314,589,000 | 248,550,100 | +66, 038, 900 

13. Strategic and critical materials. _..............-...--.-.. 130, 000, 000 0 7 - 000 
14. Abaca-fiber program (limitation)__...........-.-.--..--- [94, sot [100, 00 00) 
15. Administrative operations fund (limitation) -_............ [11, 600, 000} | {9 878, 900 (+1, (oe 100 
Total for direct appropriation. .............-..---- 444, 580,000 | 248, 550, 100 | +196, 038, 900, 


1 Includes appropriations in 1957 act, supplementals, transfers and comparative transfers shown in finan- 
cial schedules of the budget; also supplementals for 1957 shown therein under the head ‘‘Proposed for later 
transmission.” 


2 Formerly ‘‘Repair, improvement, and equipment, * * * outside the District of Columbia.” 
3 Formerly ‘Sites and planning, purchase contract, and public buildings projects.’”’ 
4 Formerly ‘‘Expenses, general supply fund.” 


Mr. THoomas. The budget is broken down into 13 estimates and 
you have an “‘Administrative operation fund” and the ‘‘Abaca pro- 
gram’”’ and that makes 15. Your budget this year shows an increase 
of $196,038,900 over and above the 1957 amounts, which were $248,- 
550,100. 

Your big increase is “Repair and improvement of public buildings.” 
That is inside and outside the District of Columbia, showing a total 
this year of $85,500,000, against $55,355,550. Wew ‘ill take a look at 
that in detail in a minute. 

“Sites and planning” goes up from $15 million to $20 million in 
1958, an increase of $5 million. ‘Payments, purchase contracts” 
show an increase of $1,663,000, and you have a new item, “Construc- 
tion of public buildings,”’ $2% million. 

“Acquisition of land in the District of Columbia’’ shows an in- 
crease of $1,425,000, which gives you a total for 1958 of $1,675,000. 

For the “‘Public buildings service” the big item is the ‘Operating 
expenses,”’ which shows an increase of $21,168,500 over 1957, which 
gives you a total for 1958 of $142 million. 


EMPLOYMENT IN BUILDINGS MANAGEMENT 


The only complaint I have against that entire budget, I had to 
ramble all over 144 pages, to find the total number of personnel under 
your ‘Buildings management fund.” 

Where is vour “Building management fund?” 

Mr. Fiorte. That starts on page 328. 





864 





Mr. Tomas. All I have to do is go back to the green sheets and 
fish it out and what do I come up with? 

Mr. Meptey. Average employees, 19,131 in 1956; 19,438 in 1957, 
and 21,025 in 1958. 

Mr. Tuomas. Operating cost, financing. That is what I object to. 
I had to turn to that third green sheet to get your figures: 19,033 
employees for 1956, against 19,255 for 1957; 20,788 that is the total 
number. 

Mr. Mepuey. The average employment, Mr. Chairman, is on the 
third line, there. 

Mr. Tuomas. Number of employees at end of year. Where is your 
average? 

Mr. Meptey. Right above that, sir. 

Mr. Tuomas. We will use the figure, then, of 19,131 for 1956; 
19,438 for 1957; 21,025 for 1958. Now, this is all under “Operating 
expenses’’? 

Mr. Mepzey. That is the total employment under the building 
management fund, Mr. Chairman, which receives most of its income 
from ‘‘Operating expenses, Public Buildings Service.” 

Mr. THomas. How many employees do you have charged to “‘Op- 
erating expenses”? I can’t find it. This is the closest approximation 
Ihave toit. That is for your entire fund, and your entire fund covers 
everything from soup to nuts. It covers some $70 million more than 
you have appropriated derived from contributions from other agencies. 
Can you come up with an approximate figure? 

Mr. Scumipr. About 80 percent, or close to 16,000 would be the 
employment chargeable against “Operating expenses, PBS.” 

Mr. Tuomas. What part of that is wage board employees? 

Mr. Scumrpr. I would say about 12,000 are wage board, including 
the cleaners, elevator operators, mechanics, and so forth. 


PROVISION FOR WAGE BOARD RATE INCREASES 


Mr. Tuomas. We will get into that specific item in a few minutes, 
but I think it is being poorly handled, that part of it is, because you 
come in here with a guesswork figure, an assumption that there is 
going to be an increase in pay or a decrease in pay and ask for an 
appropriation, and then leave it up to the Director of the Bureau of 
the Budget to handle it. 

We want to do our job and let the Budget Director do his. The 
justification for doing it that way—I presume that it is a Bureau of 
the Budget suggestion—that perhaps on an annual basis you can’t 
come up with a figure in advance. 

We will have to guess and the Bureau guess and leave it up to them. 
But we are not going to leave it up to the Bureau of the Budget, so if 
you can’t come up with an accurate figure in advance—and obviously 
you can’t—you will be obliged to come back for a deficiency and we-will 
be here waiting for you. 

You have about $3 million in there that ought to come out, if my 
memory serves me correctly on that proposed increase, but we will 
get to that in a few minutes. 








RESUME OF THE BUDGET ESTIMATES 


I think it is well to study this page and a half. Page 6, 7, and 8 
almost tell the whole tale. Particularly the table on page 7. It is 
worth rereading. Itsays 


The budget for fiscal year 1958 includes 13 estimates totaling $444,589,000. 


This is an increase of $196,038,900. 

$130 million of that increase is for stockpiling. 

Increases totaling $6,676,175 are included in items which involve personal 
services, directly and indirectly, to provide for payments to the civil-service re- 
tirement funds. Title LV, Public Law 854, 84th Congress, requires that beginning 


with 1958 the Government contribution be made * * * 
The 1958 payments will be 6.251 percent. 


We are familiar with that program but the figure of $6,676,175 is a 
new item for you this year over which you have no control. 

Although changes in programs and estimates for each of the items 
are explained in detail, a good résumé is as follows—and it is a good one: 

(1) Basic operations of GSA.—Basic operations in the fields of real property, 
personal property, records, transportation and utilities management and related 
services and top direction of GSA are provided for in 5 items, (Nos. 1, 7, 10, 11, 
and 12.) 

No. 1 is your big one; 7 is for “Operating expense” for the Federal 
Supply Service; 10 is for ‘Operating expense,” for the National 
Archives.; 11 is for your “Utilities and transportation service,’ and 
12 is for the Administrator’s office, and I think Mr. Medley comes 
right in on the next page. 

These estimates for 1958 reflect a total of $24.4 million over com- 
parable figures for 1957, of which $5 million is for payment to the 
retirement fund. $2,653,000 is for increases in wage-board rates, 
That is what I had reference to a while ago. 

Otherwise, the increase is requested mainly to implement recommendations for 
correcting many deficiencies and filling GSA responsibilities— 
here comes that big reorganization report, again— 
and in quality and sufficiency of services to tenant and customer agencies. 


Does GSA admit you were giving your customers a very inferior 
service before you paid that management firm $200,000 to point it 
out to you? I don’t think you would make that admission. 

Now, the “Building construction’ and “Improvement” items. 

’ 5 p 
This is a sizable program. 

As part of the continuing effort to protect the Government’s investment and 
to increase efficiency in Government through bettering working conditions in 
buildings occupied by Federal employees, increases of $40,732,450 are requested 
as reflected in 5 items; Nos. 2, 4, 5, and 6. 

Now, we will turn to this opposite page: Nos, 2, 3, 4, 5, and 6 are 
“Repair and improvement”’; “Sites and expenses’’; “Pay ments, pur- 
chase contracts”; ‘Construction, public buildings’’; and ‘‘Acquisition 
of land, District of Columbia.”’ 

The major portion of the increase reflected in the 5 items, $30 million net, is 
required to provide the first full year of the 7-year program of renovation and air 


conditioning of Government-owned buildings, both in and out of the District of 
Columbia. 


One is a 5-year program and the other is a 7-year prograin. 
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For the program of acquiring buildings through purchase-contract 
arrangements, an increase of $5 million. We will go into that later. 
Construction of five border stations. That is a little money, too. 

Then, the next is a brief outline of your supply distribution. 
Estimates Nos. 8 and 9 provide financing for the nationwide system of 
su ply distribution. 

stimate for expenses of operating is $3,900,000 over the comparable 
figure for 1957, largely to finance expense for sales increase from $212 
million to $252 million—a pretty good increase for 1 year. 

However, $1.7 million of the increase is to be held in reserve until 
sales reach $237 million, or until the necessity for leasing additional 
space for storage depots can be demonstrated to the Bureau of the 
Budget. You’d better demonstrate it to this committee, first. 

The other items provide for increasing the appropriated capital. 
That is $3 million less than you want in 1957. You have a deficiency 
coming up of $10 million, is that correct? 

Mr. Fiorre. Yes, sir. 

Mr. Tuomas. And then you go into stockpiling. 


Procurement directives of the Office of Defense Mobilization, on which the 
1958 estimate is based— 


You have had a turnover over there in ODM— 


need for rotation of deteriorating materials and expense of administering the 
stockpile will involve $360 million of obligations in 1958, as compared to $331 
million in 1957. Available unobligated balances were adequate to cover all 
obligations for 1957 and a substantial part of those for 1958 leaving $130 million 
to be appropriated. 


I have some notes here: $145 million unobligated balance last 
year, and from that you are going to take your rotation costs, which 
are about $10 million, your warehousing costs of $16 million, including 
$13 million for storage costs. The other cost is far too much. There 
are five items there in excess of your rent cost. 

We will go into that later, but this is as nice a job of wrapping up 
$450 million in two pages and a half as I have seen. It is a good 
résumé job. 
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REAL PROPERTY 


WITNESSES 


F. MORAN McCONIHE, COMMISSIONER, PUBLIC BUILDINGS 
SERVICE 

FRED S. POORMAN, DEPUTY COMMISSIONER 

JOHN E. STRAWSER, ADMINISTRATIVE OFFICER 

WILLIAM A. SCHMIDT, ASSISTANT COMMISSIONER, PLANNING 

L. L. HUNTER, ASSISTANT COMMISSIONER, DESIGN AND CON- 
STRUCTION 

DAVID 8S. PHILLIPS, ASSISTANT COMMISSIONER, BUILDINGS 
MANAGEMENT 

LAWSON B. EKENOTT, JR., ASSISTANT COMMISSIONER FOR ACQUISI- 
TION AND DISPOSAL 

JOE E. MOODY, ASSISTANT GENERAL COUNSEL, REAL PROPERTY 

FRED W. HUSTON, DIRECTOR, INDUSTRIAL EQUIPMENT (DMS) 


Mr. Tuomas. Let’s take a look at your “‘Real property items.”’ 
Mr. Reporter, will you put page 11 in the record? 
(The information on p. 11 follows:) 


REAL Property ITEMS 


Budget for 1958 includes 6 real property items proposed for inclusion in the 
annual appropriation bill, as follows: 


Short title Amount 

1. Operating expense, PBS_------- a a a a eee ce al ... $142, 000, 000 

Ds Ee RONG. 25. 5 in einnunadeh Aap ee sect 85, 500, 000 

3. Sites and expenses, purchase contract projects._-.....--_---- 20, 000, 000 
4. Payments, public buildings purchase contracts (including ad- 

ditional limitation $9,000,000 on such contracts) _ --_-_-_-- . 2, 000, 000 

S, Ce, SS WENN oo cn ccnenraemasingcecendne 2, 500, 000 

6. Acquisition of land, District of Columbia___.---_---.---.----- 1, 675, 000 

iciethd Ath anne b404c<nedenmennne dae awer 253, 675, 000 


Mr. Tuomas. “Operating expense” is $142 million; “Repair and 
improvement,” $85.5 million; “Sites and planning,” $20 million; 
“‘Payments purchase contracts,’ $2 million: ‘‘Construction, public 
buildings,’’ $2.5 million; ‘“‘Acquisition of land, District of Columbia,” 
$1,675,000—total, $253,675,000. 


OpeRATING ExpreNnsges, PBS 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 








Program by activities: 


1. Buildings management ___- rena oa __..| $102, 251, 507 | $109, 502,800 | $131, 800, 000 
2. Acquisition and disposal. --_-_--- $ : ‘ e 3, 872, 555 4, 263, 800 | 4, 572, 400 
3. Design and construction - - . | 121, 735 171, 000 195, 800 
4. Program planning-............-.-.-- cues eacmsidaamdial 370, 205 656, 700 | 929, 500 
5. Service direction... : ; 453, 054 493, 500 | 521, 800 
6. Administrative operations-_-.-_........... 


3, 042, 321 3, 293, 700 3, 980, 500 


110, 111, 377 118, 381, 500 142, uv, 000 


nen Sees Abd ek eh ed AL 

Financing: 

Comparative transfers from (—) or to other accounts. —6, 958, 335 12, 668, 500 
Unobligated balance no longer available...__.__- 514, 958 


Appropriation (adjusted) - --- eee ete et aa 103, 668,000 | 131, 050, 000 142, 000, 000 
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Obligations by objects 


1956 actual | 1957 estimate} 1958 estimate 

















Total number of permanent positions____.........._- peunedas 554 639 645 
Full-time equivalent of all other positions...................-- 5 1s smenersractmekureds. .. 
Average number of all employees. ---..._....-..-...-.--.----- 504 572 626 
Number of employees at end of year. .................----.-- 515 628 638 
Average salaries and grades: 
General schedule grades: 
PARED CUBE rahe i nnn 65 Sh 5s sh ces ties Sn sawey ~~ $5, 965 $6, 326 $6, 420 
Average grade. __...__- pb bieLastaatetus obewen GS-7.6 GSs-8.2 GS-8.3 
Ungraded positions: “Average salary.........-- linea ianin 4, 126 $4, 201 $4, 157 
01 Personal services: 
EE nnn oes nondhossgabesenccesba~s 04 $2, 858, 517 $3, 407, 077 #3, 744, 073 
Positions other than permanent_.-.............------. 21, 274 rt. tae 
Regular pay above 52-week base_................-..-- 995407 Vioc3s2ciL-.5 “14, 469 
Payment above basic rates_-_____-__- Se wa ee eso dnwiene 21, 000 8, 811 12, 858 
. Total personal services-.....................-.-.--.-- 2, 912, 288 3, 416, 400 3, 771, 400 
Os CN suilthdilnin detblindite irae tinea inaietcnett ae 155, 080 205, 300 281, 300 
Transportation of things__..__....._..........-.---.---..- 47, 433 49 000 49, 000 
Oe SOMO SOE VIGNB obs. 50g o.oo neces ecocnscnn ese. 69, 441 68. 700 81, 500 
05 Rents and utility services...._..............-..----- ci 78, 732 63, 200 72, 700 
06 Printing and reproduction._._.-.............-.-....--.--- 23, 959 31, 900 41, 000 
07 Other contractual services __................--:-.-------.. 101, 909, 337 109, 299, 100 131, 474, 700 
Payment to ‘‘Administrative operations fund, Gen- | 
eral Services Administration” ..............-..-.---- 3, 042, 321 3, 293. 700 3, 980, 500 
Services performed by other agencies..._........---- 158, 150 160, 000 160, 000 
De eee nec aie ch ousinmiinnnny oe 53, 936 68. 500 83, 900 
|)”: Re oe a ee eS ae 501, 571 516, 000 708, 000 
11 Grants, subsidies, and contributions: Contribution to | 
es). ch ossiactedctinoinginendi-anbeapecvppe-beles od apenbaa cle beh yee . 234, 900 
13 Refunds, awards, and indemnities-_--._........._..-_-.-- 2, 949 1, 600 
en a IN as oo ii seis ein cccccecee po! 1, 156, 180 | 1, 208 400 1,059, 500 
I ne in ei nicteinida owed pinsevnentincep ate -| 110, 111,377 118, 381, 500 142, 000, 000 





Budget authorizations, expenditures and balances 


| 1956 actual 





1957 estimate | 1958 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 

















ss Bhs hin hab alditchneschuntabbeshio dade uh< $103, 730, 500 | $131,050,000 | $142, 000, 000 
Transferred to Ts expenses, Transportation and | 
* Public Utilities Service, General Services Administration”’ 
GINO: BIN ie os ececenqeeseteccqudanecgmaqnnsid-owepes PED Disa Me dcgelnteecntecees- 
Adjusted appropriation __-......... pallida maken wus oo piitebedcbel 103, 668,000 | 131, 050, 000 142, 000, 000 
Obligated balance brought forward ----............-...-..---- 3, 657, 050 4, 114, 516 4, 203, 413 
Increase in prior year obligations...............2.-...-.-.--.-- FUG Pee Sl iccsnlisc no Aenddisscdiiil. 
Restored from certified claims account-............-----..--..|--.-------.-.- 5G, BOD, hat 40 cp <a -s~ 
Total budget authorizations available............-.-...- 107, 491, 754 |_2 135, 203, 413 146, 203, 413 
EXPENDITURES AND BALANCES 7 % ri ae 
Expenditures: 
Out of current authorizations. .-.........-..--.-.--..-.-.- 99, 281,465 | 127, 800,000 138, 000, 000 
Out of prior authorizations...........-.-...-. sicesessuneus 3, 580, 215 | 3, 200, 000 3, 000, 000 
NEE LE LIEL ALLL LLL ESTE | 102, 861, 680 Th 131, 000, 000 141, 000, 000 
Balance no longer available: 
— ee a bactinin 
:Gnecebepenganimpamapooectuniianoouse seineeunagtian NIE  Ristenashnishies i erasuictesakes Beshceiinlaimetacsacan 
Obligated balance carried forward....---..-------------.-...- 4,114, 516 | 4, 203, 413 6, 208, 413 
| . | _ 
Total expenditures and balances.......................- 107, 491, 754 | 135, 203, 413 146, 203, 413 








Now, let’s take a look at your justification of this item. 

I think it is well to insert in the record at this point pages 13, 14, and 
15. And then follow it with the table on page 12. 

(The pages referred to follow :) 
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Operating expenses, PBS 


MARI onatres sol enchertersepamnneisiil athitines diatiitianubiailihinta incnnceitebe $125, 000, 000 
NS lll cat tena Al Elin dita inet al tara ceeilieeallel oc eteleh hk —4, 168,500 
EEL | LOLOL LEE EO RE 120, 831, 500 
ET eth IE AE NOLES ORG! LITE ELE NN LOIN +21, 168, 500 
TOO ORCRa j lain cienns s5 nbd das ape tie 6 wiae es hs = 142, 000, 000 


GENERAL STATEMENT 


“This appropriation provides for basic real property operations of the adminis- 
tration, including the planning and direction of all real property programs; 
acquisition, operation, and utilization of general-purpose space; management of 
excess real property and disposal of surpluses; and central direction of all buildings 
design, construction, and repairs. 

“The appropriation request for 1958 is a net increase of $21,168,500 above a 
comparable amount for 1957 which includes proposed supplementals of $2,450,000. 
The net increase is composed of (1) $19,847,200 for buildings management opera- 
tions, a (2) $1,821,300 spread among the other 5 activities’ (from the budget 
for 1958). 

The principal factors which require the net increase of $21,168,500 are, in brief, 
as follows: 

1. $4,224,500 is required for the Government’s contribution to the. civil- 
service retirement fund for employees financed from this appropriation. . This is 
a new legal requirement under Public Law 854, 84th Congress, and will recur each 


ar. 

2. $2,653,900 is the estimated expense for increases in wage board -rates,. as 
authorized under Public Law 763, 83d Congress, of which $1,233,200 is for 
annualizing increases effected during 1957 and $1,420,700 for increases during 
1958, both based on actual experience during 1956. Previously, such increases 
have been financed by supplemental appropriations. 

Increases covered in 1 and 2 above totaling $6,878,400 are mandatory to GSA 

3. $1,738,000 is for the direct appropriation of funds to GSA for space and 
related building services now furnished to certain Federal agencies on a reimburs- 
able basis. Reductions have been made in the 1958 appropriation estimates of 
the agencies equal to the increase requested herein. The increase here is only a 
change in method of financing and does not involve any increase in overall 
Government costs. 

4. $4,140,200 is required to provide for additional leased space. New additions 
at a cost of $5,490,200 consist of (1) an additional 1,100,000 square feet. of leased 
space to accommodate increases in employment of other agencies as formally 
reported to GSA, verified by the Bureau of the Budget, and provided for in budget 
estimates for 1958 for those agencies, and (2) an additional 510,000 square feet 
for housing employees who must be relocated in leased space in the District of 
Columbia due to the demolition of temporary buildings incident to the construc- 
tion on the sites of the extension to the State Department Building and: the new 
Museum of History and Technology for the Smithsonian Institution, both 
authorized by the Congress. However, these additions are offset in part by 
arene of space at other locations costing $1,350,000, making a net increase of 

4,140,200. 

5. $5,031,100 is requested to bring servicing and cleaning of Government- 
owned buildings closer to a frequency and quality standard utilized in commereial 
practice for comparable space. Surveys by the National Association of Building 
Owners and Managers and a recognized commercial management firm reveal 
that present PBS building services now afforded under the operations are sub- 
stantially below commercial standards. Each has strongly recommended, in the 
interest of improved efficiency in functions housed, that the frequency of these 
services be upgraded to provide proper working space and conditions. The 
substandard conditions under current operations have provided one of the prime 
targets for adverse criticism of GSA by its tenant agencies. 

6. $1,200,000 is needed to cover increased utility costs ($350,000) and increased 
rental costs for space currently under lease ($850,000) where existing term leases 
expire and new leases will have to be executed at higher rates, based upon the 
current real-estate market. 

7. $2,180,800, the remainder of the net increase, is for numerous smaller items 
each of which is explained in the following detailed justifications, 
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Initial provisions have been made under other appropriations and authoriza- 
tions in recognition of the urgent need for a general improvement in the space 
and facilities GSA provides for other agencies. These include (1) construction 
of buildings to replace obsolete and inadequate facilities and to improve working 
conditions of the Federal establishment; (2) repair, improvement, and extension 
of existing buildings warranting continued use; (3) demolition of temporary 
buildings in the Washington area; and (4) air conditioning of buildings where 
warranted by climatic conditions. Favorable consideration of the amounts 
requested for 1958 under this appropriation is earnestly recommended so we may 
be able to bring the remaining major segment of the real property functions— 
management and operation of buildings—in line with the other major programs 
designed to permit efficient performance of agencies housed therein. 





APPROPRIATION LANGUAGE 


“Operating expenses, Public Buildings Service: For necessary expenses of real 
property management and related activities as provided by law; [repair and im- 
provement of oe buildings and grounds, including those occupied pursuant 
to the Public Buildings Purchase Contract Act of 1954 (68 Stat. 518), in the 
District of Columbia and area adjacent thereto, under the control of the General 
Services Administration; repair and improvement of buildings operated by the 
Treasury and Post Office Departments in the District of Columbia;] furnishings 
and equipment; rental of buildings in the District of Columbia; restoration of 
leased premises; moving Government agencies (including space adjustments) in 
connection with the assignment, allocation, and transfer of building space; [demo- 
lition of buildings;] acquisition by purchase or otherwise and disposal by sale or 
otherwise of real estate and interests therein; payments in lieu of taxes pursuant to 
the Act of August 12, 1955 (40 U. S. C. 521); and not to exceed [$205,300] $281,300 
for expenses of travel; [$125,000,000] $742,000,000, of which $3,000,000 shall be 
apportioned for use pursuant to section 3679 of the Revised Statutes, as amended, only 
in such amounts as may be required for expenses during the current fiscal year of 
wage board pay increases which may be effected after December 2, 1956, pursuant to 
law (6 U.S. C. 1082 (7)): Provided, [That of the foregoing amount $8,100,000 
shall. be available for repair and improvement and $4,500,000 for air conditioning 
of buildings in the District of Columbia and area adjacent thereto: Provided 
further, J] That this appropriation shall be available, without regard to section 322 
of the Act of June 30, 1932, as amended (40 U..8. C. 278a), [for the rental, repair, 
alteration, and improvement of] with respect to buildings or parts thereof, hereto- 
fore leased under the appropriation for “Emergency operating expenses.”’ 

“(For an additional amount for “Operating expenses, Public Buildings Service’, 
including payments in lieu of taxes pursuant to the Act of August 12, 1955 (69 
Stat. 721), $3,550,000.]” 


Explanation of changes in language 

Elimination of the phrases [repair and improvement * * * District of Co- 
lumbia;], [demolition of buildings;], and [That of the foregoing * * * Provided 
further,] are consistent with the proposal to transfer in 1958 financing of repairs, 
improvements and air conditioning of Government-owned buildings in the Dis- 
trict of Columbia to the “Repair and improvement” item. Appropriate changes 
have been made in the language of that appropriation to pick up provisions deleted 
here. 

Addition of the phrase for “payments in lieu of taxes pursuant to the Act of 
August 12, 1955 (40 U. S. C. 521)” is necessary to cover such payments, which 
for 1956 and 1957 were provided for in supplemental appropriations. 

The phrase ‘‘of which $3,000,000 shall be apportioned for use pursuant to section 
3679 of the Revised Statutes, as amended, only in such amounts as may be required 
for expenses during the current fiscal year of wage board pay increases which may 
be effected after December 2, 1956, pursuant to law (5 U.S. C. 1082 (7))’’ has been 
inserted to provide for control by the Budget Bureau over the amount included in 
the estimate for such wage board rate expenses. Under past procedures, expense 
of wage board pay increases has been provided for by supplemental appropria- 
tions (Public Laws 533 and 814, 84th Cong., for 1956, and Public Law 814 and a 
proposed supplemental pending in the Budget Bureau for 1957). It has been 
necessary to delay payment to employees for several months and to make them 
retroactive after the appropriations therefor were made. To eliminate such 
delays in 1958, the estimated expense during that year due to wage board pay 
increases effective during 1957 and 1958 is included in this budget estimate. At 
the time budget allowances were made, the expense due to increases effected 








871 


through December 2, 1956, was known. To insure that the remainder of funds 
provided in the estimate for such increases could be used only for that purpose and 
then only when and as needed, the Budget Bureau chose to utilize the apportion- 
ment process as a control device. The amount included in the estimate is based 
on actual experience for 1956 and the basis of the $3 million limitation is as follows: 


Estimated increases during 1957: 5.79 percent of $42,523,196_______ $2, 462, 093 

Estimated increases during 1958: 4X 5.79 percent of $48,989,800_... 1, 418, 254 

Total expense of increases July 1, 1956, to June 30,1958_____ 3, 880, 347 
Deduct expense in 1958 of increases actually effected July 1 through 

Dee. Sa MbG iia sc - sadn. ns essousae shakes bi ceswedans — 955, 896 

IE a. hence etal tie ike ah oem a a oie ore aha Bete ate 2, 924, 451 

Add payments to retirement fund, 6.251 percent___.._-...-.------ +182, 807 
Expense in 1958 of increases Dec. 3, 1956, through June 30, 

ks Siting seve 1 otek tetas ohne tng 6 cerehaar ds 3, 107, 258 

IID, Wahi cst in ® oo its Res Bho acake abn Gai at ahi eas aki 3, 000, 000 


Elimination of the words [for the rental, repair, alteration, and improvement 
of] is proposed as the spelling out of these functions is unnecessary and may be 
misleading in connection with the consolidation of repairs to all Government- 
owned buildings in the “Repair and improvement”’ item. 


Analysis by activities 














Additions | 
| 1958 
Activities 1957 adjusted | Deductions esti- 
Program Retirement mate 
fund } 
an oor ot eg | 
1. Buildings management... -.-.....| $111, 952, 800 $1, 510,000 | $17,577, 200 $3, 780, 000 |$131, 800, 000 
2. Acquisition and disposal... -.-..-. 4, 263, 800 200, 000 360, 400 148, 200 4, 572, 400 
3. Design and construction. -----.-.- UE Liwectacsoucaty 15, 000 9, 800 195, 800 
4, Program planning. -...........- en TE 224, 200 48, 600 929, 
5. Service direction. ..........-... TR OE Reatncinncncesekncghangumetite 28, 300 521, 800 
6. Administrative operations. ----.- 5, FRG, FOO heedn i sweets 477, 200 209,600 | 3,980, 500 








Bae __..| 120,831,500 | 1,710, 000 18,654, 000 | 4, 24, 500 | 142, 000, 000 


Mr. Tuomas. I think it is well to get clearly in mind this increase 
in “Buildings management.’’ There is your big money. 

In 1957, you had $111,952,800. This year, you have $131,800,000. 
The total PBS program is $120,831,500 for 1957 against $142 million 
for this year. 

PRINCIPAL INCREASES FOR 1958 


The principal factors which require the net increase of $21,168,500 
are as follows: $4,224,500 is required for the civil-service retirement 
fund; $2,653,900 is the estimated expense for increase in wage board 
rates as authorized by Public Law 763. Of this sum $1,233,200 is for 
annualizing increases effected during 1957, and $1,420,700 for increases 
during 1958, both based on actual experience in 1956. 

Previously, such increases have been financed by supplemental 
appropriations. Perhaps it is better to do it that way in the future, 
then, we will know what we are doing. 

There is $2,653,900 that should be deleted. 

Those increases are mandatory, you say. There is no argument 
about that. You have no control over either one of them, but you 
do have some control over $2,653,900 because it is only a guess at 
this stage. The first figure for the civil-service retirement fund is 
not a guess. 
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Look at item 3, $1,738,000 is for direct appropriation to GSA for 
space and related building services now furnished to certain Federal 
agencies on a reimbursable basis. Reductions have been made in the 
1958 appropriation estimates of the agencies equal to the increase 
required here. The increase is only a change in method of financing 
and does not involve any increase in overall Government cost. I 
have three question marks and say ‘fancy bookkeeping.” 

Now, here is one with some merit to it: More space. $4,140,200 
is required to provide for additional leased space. 

Here it is, that old lease bill is going up. New additions at a cost 
of $5,490,200. This is a gross figure of $5,490,200 and the $4,140,200 
is the net cost. It consists of 1,100,000 square feet of leased space to 
accommodate increases in employment of other agencies, over which 
you have no control, I might add, as formally reported to GSA, 
verified by the Bureau of the Budget and provided for in budget 
estimates of those agencies. An additional 510,000 square feet for 
housing employees who must be relocated in leased space in the 
District of Columbia on account of demolition of temporary buildings 
incident to the construction of State Department buildings, the 
Museum of History and Technology of the Smithsonian Institute. 

However, this is offset, in part, by releases of space in other locations 
of $1,350,000, making a net increase of $4,140,200. 


TEMPORARY SPACE FACILITIES DURING CONSTRUCTION OF STATE 
DEPARTMENT BUILDING 


Who are these other agencies and why can’t you absorb all of it? 
Why can’t the State Department take care of their own people in 
some of the buildings they have? 

Mr. Scumipt. That item involves the demolition of temporary 
buildings and other buildings—— 

Mr. THomas. You have that under here in ‘Acquisition of space.’ 
Is this demolition cost? 

Mr. Scumipt. No, this is to provide substitute space. 

Mr. Tuomas. Why can’t they crowd up for a little while over 
there? Of course, that is not a problem for you.to decide. If we 
don’t give you the money, they can’t spend it. That is the only way 
we can handle the problem, and you can’t argue with them and tell 
them that, because they will tell you that is their agency and not 
yours. 

Mr. Scumipr. This space for the State Department is already under 
lease. Part of the buildings have been demolished and others will go 
very shortly. This is to house these activities during the period of 
construction. 

The cost of that space will be paid this year from the construction 
appropriation for the State building. It is not carried over in that 
appropriation next year or the following year. 

Mr. Tuomas. Why is it paid for out of that construction fund? 
Let them use that money and see how they get along. 

Mr. Scumipr. Provision was only made in the construction appro- 
priation for the first year financing of that space. 

Mr. THomas. How long are they going to need this additional 
space, then? 

Mr. Scumip’. I would imagine it would probably be for a period of 
3 years. 
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Mr. Tuomas. It will take you 3 years to build that building? 

Mr. Scumipt. Yes, sir. 

Mr. Tuomas. Where are they being housed now? 

Mr. Scumrpr. Part is at 1825 H Street NW. 

Mr. Tuomas. What rental are you paying per square foot for that 
space? 

Or. Scumipr. It is $4.12 fully serviced. 

Mr. Tuoma’s. $4.12 per year per square foot? 

Mr. Scumipt. Yes, sir. 

Mr. McConrue. We are picking up space, Mr. Chairman, wherever 
we can. It is difficult to find space in large blocks. 

Mr. Evins. Does this include the purchase of all the buildings 
around the Blair House, recently announced in the press? 

Mr. McConiue. No, sir. 

Mr. Tuomas. Can’t you put them in some of those temporary 
buildings that you are about to tear down? 

Mr. McConiue. Those buildings are on the site, Mr. Chairman, 
and in order to build the buildings we have to demolish them. 

Mr. Tuomas. Are you not destroying temporary buildings other 
than those occupied by the State Department up on H Street? 

Mr. McContue. We are not destroying any temporary buildings 
except where other buildings are to be built. 

Mr. Tuomas. Are these buildings near the river completely occupied? 

Mr. McConine. Yes, sir. 

Mr. Tuomas. I pass by there twice a day, and I see they are being 
used, but I just wondered if they are fully occupied. 

Mr. McContue. Every inch of Government-owned space in the 
District of Columbia is occupied. 


Buitpines MANAGEMENT 


Mr. Tuomas. Now let’s look at “Buildings management.” Mr. 
Reporter, 1 wonder if you will be good enough to include pages 16, 17, 
18, 19, and 20 in the record. 

(Pp. 16, 17, 18, 19, and 20 of the justification follow:) 
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BuitpIncs MANAGEMENT 


Reconciliation of change, 1957 to 1958, by principal items and by subactivities 


Distribution by subactivities 





























Contri- 
Total Govern- Purchase} altera- Com- butions 
ment- contract tions munica- | to retire- 
owned space and tions ment 
furni- fund 
ture 
BONe BONE. eccdincncckés $111, 952, 800/$59, 070, 000)$47, 002, 800) __. _- .|$2, 700, 000} $3, 180, 000) - . 
=== —————— SS OSS 
Increases in 1958: 
1. Contribution to re- 
tirement fund. _---_- I i Rit) tle b silent sg a dep 0% _....-----]$3, 780, 000 
2. Wage-board rates....| 2,653,900} 2, 496, 900 TO nnnsxce aos aula Pipa at gap 
3. Space previously re- 
imbursable. _...-.- RO. alioccrinin Se tel ok, 
4. Additional space re- 
quirements.__-_--- 5, 490, 200) ......... ‘ bi id 5 aelihae Suds S cnihih « pdeibedeenses 
5. Improved building 
services_..-.......- 5, 031,100} 5,031, 190)__......___}.._.-- . * a 
6. Increased costs... --. 1, 200, 000 vo , ain 
7. Improvement in 
WGN i405 5536. 854, 000). ....._._- $554, 000) ..........]...--- a 
DS catnkaentigonn RE se — pageants sail, esaletier 300,000} 310, 000)___- 
Total increases....| 21,357,200} 7,878,000) 8,535,200) 554,000 300, 000 310, 000) 3, 780, 000 
Decreases in 1958: 
9. Space released (net)_.| —1, 510,000} —160,000)—1, 350, 000) _. Fade s$6y ewe ‘ 
Change 1957-58_..._.-. 19, 847, , 200 4, 718, 000 _7, 185, 185, , 200 Bi, 0 000 300, 000] 310, 000 3, 780, 000 
1958 estimate._._._..- 131, 800, 000 “66, 788, 000) 54, 188, 000 554, 000} 3, 000, a 3, 490, om 38, 780, ). 000 


Average employment ‘Operating expenses, PBS’’ (all employment shown under 
“Buildings management fund’’) 





Amount 
SEMPRE SLE ie oe i i tech ata cs ._. $104, 752, 800 
Supplemental appropriation, Public Law 814_.______.__------ el 2, 250, 000 
Supplemental appropriation, Public Law 855.-..______-_-_----- 2) 500, 000 
Proposed supplemental, wage board_________.______-------- - 1, 220, 000 
Proposed supplemental, space _--___-_-__-__- ROOM Si ss vet 1, 230, 000 
eee ae Rts. Se, 3 oka ale op of 111, 952, 800 
a cars + 19, 847, 200 
pA ee Be Te halt tee kcin Mees oe Pei te A 131, 800, 000 


HIGHLIGHT 


“This activity provides for (a2) management, operation, protection, and utiliza- 
tion of Government-owned space and purchase contract space, as indicated in the 
following table: 

Average net square feet 


1956 actual |» 1957 er 1958 estimate 








! 
$56, 401,000 | $56, 470, 000 | $56, 318, 000 
649, 000 


Government-owned space...._........----.-- 
Purchase contract space. .........--- Madaaeehb bs setae 


| 
| 

smeiniids an a —4 Heese ticeriae a th pence Panigimmeiiae tes 
| donk 


(6) Rental, protection, and utilization of leased space, as follows: 1956, 
20,273,000 square feet; 1957, 20,554,000 square feet; 1958, 22,514,000 ' square 
feet; (c) operation of joint-use communication facilities; and (d) other related 
services.”’ 





1 Later revised to 22,516,000 
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“The net increase for 1958 of $19,847,200 over the comparable amount for 1957 
is composed of the following items: 


Operation and protection of Government-owned space - - - _ -----~-- $7, 718, 600 
Rental, operation, protection, and repair of leased space_._.._..... 5, 447, 200 
Operation and protection of purchase-contract space_-___.__----. ‘ 554, 000 
Cost of space supplied to other agencies, reimbursable in 1957____- 1, 738, 000 
Emergency rapid-written communications services -- - ~~ - ~~ - re 310, 000 
Moving, alterations, and furnishings. --_.---..-.---------- ante 300, 000 
Contributions to the employees’ retirement fund- ~~. .-.-.------- 3, 780, 000 
ices Rete ie eit at inna h> stead taba eeintin in Riba teeenie oan aie ts wlohe 19, 847, 200’° 


(From the budget for 1958.) 

The principal items which require the net increase of $19,847,200 and the dis- 
tribution by subactivities are shown in the opposite table and are briefly de- 
scribed as follows: 

1. Contribution to retirement fund, $3,780,000.—Required to provide the Gov- 
ernment’s contribution to the civil service retirement fund. This item is manda- 
tory to GSA to comply with legislation enacted under Public Law 854, 84th 

ongress. 

2. Wage board, $2,653,900.—Required to provide for increases in wage-board 
rates, of which $1,220,000 is for the additional cost during 1958 of incréases 
effected during 1957 and $1,433,900 for imcreases during 1958. This item is 
necessary to comply with legislation enacted under Public Law 763, 83d Congress. 
A srepoeente estimate for 1957 to pay for increases during that year is pending. 

3. Space previously reimbursable, $1,738,000——To provide for appropriation 
directly to GSA for rental and building services furnished to Federal agencies on 
a reimbursable basis in 1957 for 966,000 square feet of space. Comparable 
reductions have been made in the 1958 estimates of the other agencies so no 
increase in overall Government costs will result. 

4. Additional agency space requirements, $5,490,200.—Required to provide 
additional leased space (a) 1,100,000 square feet at a cost of $3,740,200, needed 
by agencies to accommodate increases in employment and formally reported to 
and verified by GSA and the Bureau of the Budget, and (6) 510,000 square feet 
costing $1,750,000 for housing employees who must be relocated in leased space 
due to the demolition of temporary buildings incident to the construction on 
these sites of the extension to the State Department Building and the new 
Museum of History and Technology. 

5. Improved building services, $5,031,100.—This is a priority item required to 
bring the servicing and cleaning of Government-owned buildings to an acceptable 
frequency and quality standard to provide efficient working space and conditions 
for the agencies housed. 

Surveys made recently by two recognized commercial management firms 
reveal an urgent need for improvement of cleaning and other building services. 

The National Association of Building Owners and Managers completed an 
extensive survey of GSA building operations in 1953 and a followup survey was 
completed December 1, 1956. The management firm, Cresap, MeCormick & 
Paget, recently completed its survey of GSA, ineluding building operations. 
Pertinent highlights of the findings and recommendations of these firms are 
summarized briefly as follows: 

The National Association of Building Owners and Managers stated GSA used 
59.7 pereent as much labor for cleaning as the average private operator. This 
firm made a review of GSA standards for cleaning in office buildings and stated: 
(1) The standards are comprehensive and adequate for accepted office building 
practices, definitely in line with prevailing commercial usage, and (2) if these 
standards could be generally realized the resulting service would be a credit to 
the Government. 

The Cresap, McCormick & Paget firm acknowledges that GSA has established 
detailed standards covering staffing and maintenance required to provide an 
adequate level of current maintenance, and point out: (1) The standards are 
considered minimal; (2) they are not being met today due to inadequate appro- 
priations; and (3) an additional $6.1 million per year should be spent on cleaning 
and building services, 

Relation of commercial levels of cleaning and servicing to standards established 
by GSA and those performed by GSA during the past few years and proposed in 
this estimate for 1958 is shown on the following chart. 








it 
oO 








€S6I “S3PIG VSD jo Aaarng jo ,10dey Sir0Zeueyy pus S10UMO “Zpig JO “USSY [,JUeN ‘:WoIg, 


queuidinby *s 
Suymnpeysg *¢ 
%69 qyuomus{ssy *Z 
Re a ae Sprepuyig ‘| 
:2aqgeq jo esn Aq spunj sures 
WA peaorduly soueuls0j198g oy 





ag penss] prepuerg 
---- SGUVONVLS VSD —-—-—~-------~ %001 


STAZATI AULSNGNI —————____—_—- $801 








LNAWNYAAOD GNV AULSNGNI 


QIUBULIOJIIG Sumesyy) JO sjoaayT 


Sdd ‘SASNIdXa ONLLVUAdO 











877 


6. Increased costs, $1,200,000.—Required to provide (a) an additional $350,000 
due to increase in electrical consumption resulting from additional electrical 
equipment required by agencies, such as electronic computers and air conditioning 
machinery, and (b) $850,000 to cover estimated rental increases in renewal of 
existing leases. 

7. Improvement in space, $854,000.—This item will provide (a) $300,000. for 
most urgent minimum requirements of air conditioning in leased space, and 
(b) $554,000 to provide operation and maintenance costs for purchase contract 
buildings scheduled for completion and occupancy during 1958. 

8. Other, $610,000.—The increases under this heading are for smaller items 
and are explained in the detailed justification. 

9. Deductions, $1,510,000 (net).—The foregoing items of additional costs total- 
ing $21,357,200 are offset by net deductions totaling $1,510,000, bringing the 
overall net increase down to $19,847,200. The changes included are: (1) Net 
reduction of 152,000 square feet in Government-owned space costs $160,000 as 
a result of demolition of Tempo Buildings T and U and buildings on the site of 
the new State Department extension and offsetting additions for FCDA space 
at Battle Creek, Mich., converted hospitals and the new Naval Photo and Inter- 
pretation Building in Washington, D. C.; (2) reductions due to the purchase of 
the Franconia Warehouse, Franconia, Va., and the Lloyd Building, Portland, 
Oreg., under the purchase-contract program, of $600,000 in rental costs (provided 
for 1958 in the “payments, purchase contract” estimates) and a transfer of 
$288,000 in operation costs to item 7 above; (3) reductions in space due to the 
occupancy of the new AEC Building early in the 1958 fiscal year; and (4) reduc- 
tion of $45,000 for release of leased space due to scheduled occupancy at varying 
dates during 1958 of buildings constructed under purchase contracts. 

The workload of the space management program in average net square feet of 
assignable space is as follows: 




















| 1956 =| =: 1987 1958 
Se ei ae 
Government-owned space: 
FE EE GRR inn cn onncanncupundenmotiiiesinaaawe 26, 319, 000 26, 231, 000 26, 004, 000 
Outside District of Golumbia. ....... cncicgcccecccvcncncesse 30, 082, 000 30, 239, 000 30, 314, 000 
Ral 1a atta nati ne ate eentiiaanamaes sae 56,401,000 | 56, 470,000 56, 318, 000 
space: | a ka we) cae 
er SIU TE COOMNT es Sco ccasemdatomeccgecsnsen! 890, 000 | 1, 302, 000 2, 104, 000 
Outside District of Columbia. ...-.-.---..-..-- 2-22. -| 19,383,000 | 19, 252, 000 20, 412, 000 
i ciiindinns eins agestdcnndeeuseenkisuatigdomeiten 20, 273, 000 20, 554, 000 22, 516, 000 
Purchase-contract space: 2 ya aag a Sas 
Bee RICO IG CRs 6k 6 5a ne 665 ie bp hcp n haben ddd dab bcd Sno Spas ckedbbi dete edule 178, 000 
SEED Dees se Ue LIOHNNINO. esd cnecocevetaspcenadsedehselnatconbdasdbe~ | aietleecidnetaiies 471, 000 
Sabb sie all.) he ssvnbicpisseeedh- bao Zo. ee Ae eee 649, 000 
Total space: aye Pr Odeo ae Pees 
In District of Columbia_-_............- metomenimonhannln 27, 209, 000 7, 533, 000 28, 286, 000 
Cenee Diserice Of CONDE. ooo cn nc cece ccweccas- cece 49, 465, 000 49, 491, 000 51, 197, 000 
SUE Uncdtndenteaiadidingtctunntncpetipegieltiamtienenaaced 76, 674,000 | 77, 024, 000 79, 483, 000 


INCREASE IN EMPLOYMENT 


Mr. Tuomas. All employment is shown under ‘Building manage- 
ment fund’’—we looked at that awhile ago, did we not? 

What is that increase in the employment figure in this part of the 
building-management fund? 

Mr. Schmidt said it was 80 percent of your figure. 

Do you have any more definite information? 

Mr. Mepuey. Yes. 

Mr. Tuomas. Since you haven’t built any Federal buildings, this 
1,100,000 additional square feet will be your entire increase in Govern- 
ment-owned and Government-operated space. 
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How many employees are you assigning to that 1,100,000 square 
feet of additional space? 

Mr. Scumipt. That 1,100,000 square feet of space is to be leased. 
It will house about 8,000 additional employees of the other agencies. 

Mr. Txomas. Do you have any other additional space in the form 
of Government-owned property? Doesn’t the 1,100,000 feet cover 
Government-owned and leased, in the way of an increase, as far as 
your jurisdiction is concerned of 1958 over 1957? 

Mr. Scumipt. The additional requirements of 1,100,000 are based 
on additional leased space. All of the Government-owned space is 
fully occupied. 

Mr. THomas. There is no increase in that, then, is there? 1958 
over 1957? 

Mr. Scumipt. There is no increased employment in GSA as a 
result of that item. 

Mr. Tuomas. Give us the figures, now, on your employment. 

Mr. Scumipt. The increased employment from 1957 to 1958 is 
brought about by the item of $5,031,100 for improved building 
services. Primarily the cleaning of the buildings. 

This has been one item where we have come in for considerable 
criticism by the tenant agencies over a period of years. 

Mr. Tuomas. You are bound to have something in there also for 
your 1,100,000 square feet—isn’t there? 

Mr. Scumipt. There is no additional employment in GSA estimated 
for the 1,100,000 square feet of space. 

Mr. Tuomas. Is that additional employment of 1,000 people in your 
buildings management fund? 

Mr. Scumipt. That will be under the item of $5,031,100 which 
appears on page 18 under the head “Improved Building Services.”’ 

Mr. Tuomas. All right. This is a priority item required to bring 
the services up in the cleaning of Government space. These are all 
wage board employees 


STANDARDS OF SERVICE IN CLEANING OPERATIONS 


Mr. Scumipt. The National Association of Building Managers 
stated GSA used 59.7 percent as much labor for cleaning as the average 
private operator. GSA standards are comprehensive and adequate, 
in line with prevailing commercial usage, but we have fallen short of 
meeting them. 

The Cresap, McCormick & Paget firm stated that GSA has estab- 
lished detailed standards covering staff and maintenance required to 
provide an adequate level of current maintenance and point out: 

(1) The standards are considered minimal; 

(2) They are not being met today due to inadequate appropriations; 
and 

(3) An additional $6.1 million per year should be spent on cleaning 
and building services. 

The relation of commercial levels of cleaning and servicing to 
standards established by GSA and to those performed by GSA during 
the past few years and proposed in this estimate for 1958 is shown on 
the chart which you inserted in the record a few minutes ago. 


) 
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COST DUE TO INCREASES IN WAGE-BOARD RATES 


Mr. Tuomas. What is the pay scale now? This is the wage board. 
How much did the wage-board salaries increase your personal services 
cost for 1957-and 1958? For doing the same amount of work? 

Mr. Scumiptr. For 1957, it is $2,400,000 and in 1958, another 
$2,653,900, which includes a part of the cost resulting from increases 
effected during 1957 and the cost of increases anticipated during 1958, 
or a total of $5,053,900. 

Mr. Tomas. Is that increase the increase by virtue of the wage 
board? 

Mr. Scumipr. It is the increased cost due to increases in wage rates. 
The item of $5,031,100 in the justification is for the additional people 
required to clean these buildings, according to an acceptable standard. 
The standard of GSA is below the commercial standard. 

Mr. Tuomas. What is that total bill going to be? Your increase 
in numbers, how many people will that be, plus your increase in wage- 
board costs? 

What does that total? ‘Improved building service, $5,031,100.” 
That is salaries, is it not? 

Mr. Scumipt. The 2 items total slightly in excess of $10,000,000. 
The increase in employment for cleaning and servicing buildings is 
1,350, and the salaries are included in the $5,031,100. It also includes 
contract services for window washing and other cleaning. 


OTHER INCREASES 


Mr. Tuomas. Next is an “Improvement in space”’ items, $300,000 
for most urgent minimum requirements for air-conditioning of 
leased space. 

Then there is another item for maintenance cost. $610,000 is 
an increase of a number of small items and are in the detailed justifica- 
tion. I don’t remember seeing them. 

You have a net deduction here. The items of additional costs 
totaling $21 million are offset by reductions of $600,000 in rental costs 
due to the purchase of the Franconia warehouse, and Lloyd Building 
in Portland, Oreg., under the purchase-contract program, provided in 
1958 in the “Payments, purchase contracts”, and the transfer of 
$288,000 in operation costs to item 7. 

That is a part of this $1.5 million reduction. Then there is reduc- 
tion in space due to the occupancy of the new AEC Building early 
in the 1958 fiscal year, and reduction of $45,000 for release of leased 
space due to scheduled occupancy at varying dates during 1958 of 
buildings constructed under purchase contracts. 

That statement is a little optimistic, isn’t it? 

Mr. McContne. It turned out to be so. 


BUILDINGS MANAGEMENT WORKLOAD 


Mr. Tuomas. Now, your workload. The workload of the space- 
management program in average net square feet of Government-owned 
assignable space is as follows: 

In the District in 1956, 26,319,000 square feet; in 1957, 26,231,000, 
a little decrease; in 1958, 26,004,000, still a decrease. 
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Now, outside of the District, 30,082,000 square feet for 1956. 
In 1957, 30,239,000, a slight increase; and in 1958, 30,314,000, a 
slight increase. 

Total Government-owned space is a little bit off. In 1958, it is 
56,318,000; 56,470,000 in 1957, and 56,401,000 in 1956. That is all 
Government-owned space. 


COST OF CLEANING GOVERNMENT-OWNED SPACE 


What do you think it costs you per square foot to keep this space 
clean, now, and service it? 

Mr. Meptey. In 1957, 33 cents for cleaning all Government-owned 
space under the fund, Mr. Chairman. 

Mr. Tuomas. Where is that table? 
, ot Meptey. On page 330, under the “Building-management 
un ”? 

Mr. Tuomas. That is all in average net square feet? 

Mr. Reporter, will you put this table on page 330 in the record at 
this point? 

(The table referred to follows:) 
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Mr. Tuomas. What is that figure, now for Government-owned 
space in the District of Columbia, per square foot? What does it 
figure out—cleaning, protection, other operations, and so forth? 

Mr. Mepuny. The cost for all those operations, $1.127 proposed 
for 1958, as against almost 94 cents for 1957. 

Mr. Tuomas. Why that sizable increase? 

Mr. Mep.ey. This is nationwide, Mr, Chairman, both in the 
District of Columbia and outside. 

Mr. Tuomas. Government-owned space? 

Mr. Mepury. Yes, sir. The principal item is the increased service 
which Mr. Schmidt just mentioned and wage-board rate increases, 

Mr. Tuomas. Well, what is that, now? 

Mr. Scumipr. The increase for 1958 is primarily in cleaning, to 
bring the cleaning of the buildings up to an acceptable standard. 
That applies both in the District of Columbia as well as outside. 

Mr. Tomas. Where is it reflected in your table, in salary cost? 
You said awhile ago it was a difference of about $10 million. 

Mr. Scumipt. That is the increased wage-board cost in 1957 and 
1958 and the increase for improved service. 

Mr. Tuomas. Plus the additional $5 million. How does it jibe 
with this table? You have total costs of $63,050,000 for 1957. You 
have a total cost here for 1958 of $75,944,000, or almost $76 million. 
That is a $13 million increase. 

Mr. Meptey. There is a $3.1 million increase for payments to the 
retirement fund. 

Mr. Tuomas. So it is an increase without the retirement fund of 
about $10 million. What are we getting for that increase? 

Mr. Scumipt. That increase includes the increase in cost of wages 
and for improved building services. 

Mr. Tuomas. You have 1,100,000 square feet more than you had 
last year? 

Mr. Scumipt. That is not reflected in this particular item. That 
is leased space. 

Mr. Tuomas. That makes it worse then, doesn’t it? 

Mr. McContue. That is operating services in Government-owned 
buildings; the 1,100,000 square feet is in leased buildings. 

Mr. Tomas. You have no additional space and you show an in- 
crease of $10 million for doing the same job. Now, what value are we 
getting for that $10 million? You are doing the same job that you did 
last year, with the same amount of square footage. 

Mr. Scumipr. Approximately 50 percent of it 1s going to the clean- 
ing of the buildings, such as providing a daily service where we are 
now cleaning every other day. That will require additional people. 

Mr. THomas. What does private industry do this job for? It is 
costing the Government an average of $1.127 per square foot. 

Mr. Scumipt. The $1.127 is total operating cost—cleaning, heat, 
light, and all services. The building owners and managers in 1955 
reported cleaning costs of 47.8 cents per square foot rentable area, 
which is comparable to our net assignable area. 

Mr. Tuomas. I don’t quite get the arithmetic. I see the 105 
percent increase, but what is the difference in square footage? 

Mr. Scumript. For the first time this year, we have presented our 
entire estimate on a net assignable area basis. which is comparable 
to the industry’s rentable area. The industry cost for 1955 was 47.8 
cents per square foot rentable area. 
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Mr. Tuomas. What is the difference between the two methods of 
calculations? You must keep the buildings clean and private industry 
must keep the buildings clean or else the tenants will move out. 


COMPARSION OF GOVERNMENT COSTS AND PRIVATE INDUSTRY COSTS 


Now, come up with some comparable figures we can understand. 

Mr. Scumivt. The areas are comparable, and our proposed 1958 
cost compared with their 47.8 cents is 42% cents for buildings financed 
under this appropriation. 

Mr. TxHomas. Put it on a square-foot basis. You have it here on a 
square-foot basis. What does it cost industry on a square-foot basis? 

Mr. Scumipt. Industry cost is 47.8 cents per square foot and ours 
would be 42% cents per square foot in 1958. 

Mr. Tuomas. It is cheaper? That, I must see. 

Mr. Scumipt. We would not propose to increase our level of serv- 
ices to the standards that industry uses. We would, however, in- 
crease it over and above what we have now, to a standard which we 
feel would be acceptable. That is approximately 10 percent below 
the industry standard. 

Mr. Tomas. Is it the contention of Public Buildings Service that 
the Government can operate and maintain these buildings, whether 
Government owned or rented space, cheaper than private industry 
can? We are going to do the same type of job? 

Mr. Scumipr. On an overall basis, industry’s figure for operating is 
$1.314 per square foot rentable area. 

Our overall cost, under this appropriation is $1.186 per square foot. 

Mr. Tuomas. When you break those figures down, you know they 
won’t stand up. You are saying that the Government is doing the 
same or a similar job for $1.186 per square foot that industry does for 
$1.314. 

Your people have Government holidays and a 5-day week and sick 
leave and annual leave. I think our figure of working days is about 
213 days a year. 


PAY RATES OF CUSTODIAL EMPLOYEES 


Mr. VurseE.tu. Maybe some light could be thrown on this particular 
question if you would compare the salaries paid by the Government 
for cleaning employees and the salaries paid for cleaning done by those 
people who are operating under the free enterprise system. 
| Now, are your people who clean these buildings on the Federal 
payroll? 

Mr. Scumipt. They are on the Federa) payroll and are paid a 
prevailing local wage as determined periodically by wage boards. 

That change was made in September 1955. Prior to that time, 
they were paid under the Civil Service Classification Act with a 
horizontal pay system across the country. We now pay them on a 
locality prevailing wage rate basis. We pay substantially the same as 
industry pays them. 

Mr. Tuomas. It is an hourly wage? 

Mr. Scumipt. Yes, sir; an hourly wage. 

Mr. Tuomas. Put in the record at this point, if you will the hourly 
wage for charwomen in New York, Chicago, Atlanta, and San Fran- 
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cisco. The Pacific coast is a very high wage area. Also include 
Dallas, Tex., and Omaha. 

Do you have those figures there in your notes? 

Mr. Scumipr. No, I don’t have them with me. 

Mr. THomas. Does anybody have them? 

Mr. Fionrz. May we supply them for the record? 

Mr. Toomas. You will find a considerable variance in the wage 
rates. You will find a woman, or a man, doing the same job in 
Government-owned or Government-leased space, and there will be a 
variance of 15 or 20 percent. 

Do you have any information on the subject, at all? 

Mr. Scumipt. I have no wage-rate data with me. 

(The information was supplied as follows:) 


Hourly wage rates for charwomen 


4 Step rates 
Location: somes apessnnesenhoe eee 
Deer en Oe Wr ow a OE es ek Lad $1. 39 $1. 46 $1. 53 
SE bis tabi oe <2 = orbit bdindcncens 1. 53 1. 61 1. 69 
a aa tenn cs tales AA co wo ent 1. 00 1. 05 1. 10 
Te oe ae otenbannecncs sascha 1. 67 1. 76 1. 85 
ER EA Toe Seg ee ee eke Dee 1. 01 1. 06 1. 11 
COUOVOURG i SU ke deeb iu. 1. 21 1: 27 1. 33 


COMPARISON OF STANDARDS OF CLEANING 


Mr. McContne. On page 19 is a graphic presentation. We are 
not asking to bring our standards up to the industry level. We are 
now at 77 percent of our own standard and we are asking to bring 
the cleaning up to 97 percent of our own standards. 

Mr. Tuomas. I understand that, Mr. Commissioner. If you 
brought your standards up to private industry instead of this cost 
being 1.12 per square foot, the cost would be likely to be $1.50 per 
square foot, would it not? 

Mr. McContne. It would be higher than $1.12. 

Mr. Tuomas. It is something that you can’t control. The wage 
rate law has been passed and it is up to you to carry out the law, but 
I am just trying to get some reasonable figure and the administration 
has always been a little bit tender on that figure. 

I think this is just another good example where private industry 
could do the same job on the same basis from 20 to 25 percent more 
cheaply than Government can. 

Every time we approach the issue we come up with a figure that 
Government is doing the job a few cents cheaper, which may be 5 or 
10 percent cheaper than industry, and I just don’t think it is accurate. 


CONTRACT CLEANING 


Mr. McContne. As you know, we are experimenting with contract 
cleaning but we haven’t enough information at the present moment. 
The results so far have not been conclusive. 

Mr. THomas. You have been doing that for 5 years. If you really 
wanted the information you could get it in 6 months, and to my 
knowledge this experimenting has been going on for 5 years. 

Mr. FLoere. One of the difficulties is, up to now we have been 
restricted to a l-year contract. You can’t get people to go in and make 
the investment in cleaning facilities for a 1-year deal. 


re eee 
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We are asking in this year’s legislation for authority increasing the 
period to 5 years. That is a maximum. 

We have discussed this with a good many contractors from New 
York. I agree with you that we should try and do it this way if we 
possibly can, but I think it is basic that we get a longer contract than 
1 year. 

Mr. THomas. Maybe you are right, but we have been fiddling 
around with it for 4 or 5 years—I mean your predecessor, I don’t 
mean you. 

It is pretty hard to get the people in the field—where the work has 
to be done—to move into this thing without having some heads 
knocked together, and maybe they should be knocked together. I 
don’t think there is any doubt about it, industry could do this same 
or similar job, 15 or 20 percent more cheaply than the Government can. 

Why should this be an exception to that general rule, and that 
general rule holds true in most operations? It is through no fault of 
ours or anybody else’s. Government just can’t compete with private 
industry under certain conditions, doing certain types of jobs. 

Mr. VurseE.t. If we pursue the idea of a longer term of contracts, 
I think that would be quite important. In addition to that, you 
would have another advantage which the free enterprise crowd is 
having, and I would hope for, some competition, with the result that 
when you said yes or no, you could probably benefit yourself. 
Whereas, this wage-board thing is supposed to stabilize and pay the 
regular rates of wages, and it appears under the present program that 
you don’t intend to get it up to what you really want, to that complete 
standard, but you intend to raise it some. 

I think the suggestion of the chairman of looking into the possibility 
of throwing this program open to the public is a very good idea. 

That is all, Mr. Chairman. 

Mr. Tuomas. Thank you, sir. Very well put. 


LEASED SPACE WORKLOAD 


We have a table on page 20. | We have been more or less discussing 
Government-owned, in and out of the District. 

Next is leased space. The total leased space in and out of the 
District of C — is 22,516,000 square feet for 1958, against 
20,554,000 for 1957 

This space is alt under the jurisdiction of the Public Buildings 
Service; is that correct? 

Mr. McContne. Yes, sir; the space managed under this appro- 
priation. 

Mr. Tuomas. That is far from being all the space that the Govern- 
ment uses. The total by agency is set out on this very fine table on 
page 21. Is that correct, Mr. Medley? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. It is remarkable the amount of information vou have 
in this budget. It is here, and when we rib you every now and then, it 
is acompliment. It is stupendous. 


PURCHASE CONTRACT SPACE 


Mr. Evins. Mr. Chairman, how do_we identify,this purchase con- 
tract space? 
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Mr. THomas. That was a guess made in July, and we will have to 
delete that, won’t we? Isn’t that correct? 

Mr. McContup. We have one building under construction in Rock 
Island, Ill. and the Franconia and Portland projects which involve 
the purchase of buildings now occupied under lease. 

Mr. = BOMAB. Rock Island is the first one and probably the last one, 
isn’t it? 

Mr. McConruez. Well, I don’t know about that. 


SPACE SUPPLIED TO AGENCIES 


Mr. Tuomas. We will look at these agencies listed on page 21. 

It is remarkable, now, the detailed work that goes into compiling a 
table like this. 

The National Science Foundation had 40,700 net square feet in 
1956; 49,200 in 1957; and 52,100 in 1958. 

Mr. Jonas. Renegotiation Board, 66,749 in 1956, the same in 1957, 
and they want 86,042 in 1958. 


BUILDINGS MANAGEMENT PERFORMANCE COSTS 


You might put in this table on page 23, Mr. Reporter. 
(The page referred to follows:) 
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MOVING AND ALTERATION 


Mr. Taomas. How about these items on moving and alteration? 

On page 25, it says $2.3 million is to be used. That is purely a guess 
figure, isn’t it? Every time somebody moves, you have to go in and 
alter, buy them new furniture and everything else. Is that correct? 
And you don’t have much to say about it. 

What do you do about it? 

Mr. Fiorre. We never satisfy them. We are constantly criticized 
for failing to do as much as they want, and we try to give them 
reasonably what they need, but that never satisfies anybody. 

Mr. Tuomas. Well, you have a hard job. 

Mr. Vursett. Mr. Chairman, I think Mr. Floete ought to be 
commended for his policy, thus briefly stated, rather than criticized. 


BALANCE IN OPERATING EXPENSE, PBS APPROPRIATION 


Mr. Tuomas. What is your unexpended balance in the fund as of 
January 1 of this year? Of that $120 million for Operating Expenses, 
PBS in 1957, what do you have left as of January 1? What was the 
total for last year? 

Mr. Mepuery. The total for last year, including proposed supple- 
mentals, was in the neighborhood of $120 million. 

Mr. Tomas. What is your unexpended balance as of today, now? 
I think you are coming up with an unexpended balance of $3,784,000. 

Mr. Meptey. The obligations incurred, Mr. Chairman, through 
December 31, were $62,757,000 which is at the rate of over $125 
million for the year. 

Mr. Tuomas. Through December, that carries you right on up to 
May 25, doen’t it? That is only $62 million. 

Mr. Wusthy . No, sir. We have some winter months in there, 
but we are short in that appropriation, and you will note, Mr. Chair- 
man, on page 12 there is a table 

Mr. Tuomas. I noticed your utilities cost, but what are you doing 
to hold down that utility bill and freight bill? 

The judge promised last year he was going to hold it down. 





SUPPLEMENTAL REQUIRED FOR 1957 


Mr. Mep.uey. They are doing very well, but in order to cope with 
the space situation and the current operating costs, you will note that 
in the table on page 12 we include an item of ‘Proposed supplemental,”’ 
for 1957, $2,450,000. We are short as of this year. 

Mr. Tuomas. Of course, that estimate was made last July, and 
since then you have overcome a little and you surely don’t want that 
deficit you put in that budget. That was a mistake, wasn’t it? 

Mr. Meptey. No, sir. That supplemental is pending in the Bureau 
of the Budget right now, sir. These figures were revised in December. 

Mr. Tuomas. This fine budget was written last ee 

Mr. Meptey. It was considerably revised since then, 

Mr. Tuomas. You are a tough customer. 


| 
| 
| 
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AQUISITION AND D1IsposaL 


Let’s look at “Acquisition and disposal”. I notice my friend over 
there said that Cresap report asked him to increase his budget by 
$25,000. That is a good example of where these Toons saa aae 
save money. They reorganize and spend how much, $25,000 ad- 
ditional? 

Mr. Knorr. That is right, sir. That is the annualization 

Mr. Tuomas. Mr. Reporter, put page 28 in the record. This is 
“Acquisition and disposal.’’ This is wrapped up in one package. 

(P. 28 of the justification is as follows:) 


Acquisition and disposal 


Average employment 











Amount ; adineba its 
Department Field | Total 
Bee ‘ 5 ied Le cdbeebeeiedt ...| $4,263, 800 50.0 359.0 | 409. 0 
Change_.- Bee edo inc tgast sores +308, 600 +4.8 +25.6 | +30. 4 
1958 bud Abicesa lite ddduks be Clean 4, 572, 400 54.8 384. 6 439. 4 


HIGHLIGHTS 


“This activity provides for real property operations not otherwise provided for, 
including (a) acquisition of property by lease, purchase, exchange, or donation: 
(6) disposal of surplus property; (c) maintenance and utilization of excess, 
surplus, and industrial reserve property; (d) custody of a machine tool reserve; 
and (e) payments in lieu of taxes on certain properties transferred from the 
Reconstruction Finance Corporation. The net increase for 1958 of $308,600 is 
principally due to maintenance of excess and surplus properties.’”’ (From the 
budget for 1958.) 

Justification of the activity is made under five subactivities summarized 
as follows: 

Summary of performance cost 


1956 1957 








1958 
(a) Acquisition... | $1,048,702 | $1,075,000 | $1, 100, 000 
(6) Disposal (excess and surplus property) 440, 734 | 511, 000 } 575, 000 
(ce) Maintenance of properties (including protection) _- 869, 818 | 977, 800 | 1, 189, 200 
(d) Machine tool reserve | 366, 120 | 500, 000 510, 000 
(e) Payments in lieu of taxes___- 1, 147, 180 1, 200, 000 | 1, 050, 000 
Total cost or estimate (1957 basis) _. | 3,872,554 | 4,263,800 | 4, 424, 200 
Contribution to retirement fund _- | +148, 200 
ip omen minapapemdin ! 
Estimate 1958............- | 4, 872, 400 


There follows a summary of sales accomplished by the staff of this activity 
and by brokers and auctioneers under its supervision and rental income from 
surplus, industrial reserve properties and machine tools: 


Summary of sales and rentals 








eects ceeeioat aa tenons 


Total revenue______- weal 32, 506, 678 43, 535, 000 55, 100, 000 


1956 1957 1958 

se — = aids ideas “| oe “i — 

Selling price, properties | $25,979,000 | $37,000, 000 $50, 000, 000 
Rental ineome, properties_- ' 6, 277,139 | 6, 400, 000 5, 000, 000 
Rental income, machine tools iukvet iol 250, 539 | 135, 000 | 100, 000 








892 


Income from mortgage principal and interest payments on prior years’ sales 
are estimated at $7,500,000 in 1957 and $6,300,000 in 1958. The balance remaining 
due on mortgages from prior years’ sales as of June 30, 1956, amounted 
to $54,300,000, 

Mr. Tuomas. This includes disposal of surplus property and stock- 
piling of machine tools, as well as the industrial reserve. 

This activity is becoming quite sizable. It shows an increase of 
about $308,600. Last year, you had $4,263,800. This year, it is 
$4,572,400. You had 409 people employed last year, and you have 
439.4, an increase of 30.4—what is that 30.4, man-years? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Well, that is about 34 or 35 bodies, then, instead of 
30; isn’t it? 

This activity provides for real-property operations not otherwise provided for, 
including acquisition of property by lease, purchase, exchange or donation. 

How about last year? Didn’t we put some language in the bill and 
about $1 million extra money for you to take over Army surplus 
property? What happened to that? 

Mr. Mepuery. That was for disposal of personal property. 

Mr. THomas. Where is that activity? 

Mr. Fuioere. Federal Supply Service. 

Mr. Tuomas. Under Federal Supply, and not here? 

Mr. Fiorre. No. 

Mr. THomas. Why? 

Mr. Fuoerre. This is only real property. 

Mr. Tuomas. There is some personal property in here, too. Tools, 
you know—what is the purpose of putting that program under 
Federal Supply? 

Mr. Fuoers. It has always been there. There is no change in that. 

Mr. Tuomas. Why shouldn’t it be in here? 

Mr. Fiorre. There is a different method of handling. 

Mr. Tuomas. But your big customer in Federal Supply is purely 
Government, and certainly Government is not going to buy all this 
merchandise, so you will sell it to the public. Federal Supply doesn’t 
deal with the public. Your customer is purely Government. 

Mr. Fiorrn. But the same methods of merchandising apply. 

Mr. Tuomas. Yes; but you never contact John Public. 

Mr. Fiorrn. We are now. 

Mr. Tuomas. You better not contact him too much. 

When you do that, you take a loss. The only time you contact him 
is to get rid of some hard stock. 

We will get to that later. 

How are you doing with it? 

Mr. Bran. I think it is pretty good. 

Mr. Tuomas. I recall now, you are on the job selling. 

Mr. Jonas. Are you running into any trouble with schools and 
hospitals who want property given to them? 

Mr. Bran. Not much trouble, but you can’t satisfy their thirst. 


ACQUISITION OF SPACE 


Mr. Tuomas. Well, let’s look at this item. $1,048,072 for 1956, 
$1,075,000 for 1957, and $1,100,000 for 1958. You are not buying 
this. This stuff is dropped in your lap. What do you mean by 
“acquisition cost’’? i 
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Mr. Knorr. It includes not only acquisition of fee titles to land, 
but also includes the acquisition of leased space. That program has 
been discussed previously. 

Mr. THomas. What would be the average expense in acquiring or 
taking over a piece of Government property? You have quite a bit 
of money for acquisition cost. What would be some of the elements 
of cost? Detail it for us right quick. 

Mr. Knorr. The only elements of cost included here, of course, are 
personnel services. But when you take the whole range of govern- 
mentwide cost and you include the total cost of the condemnation 
proceeding—— 

Mr. Tuomas. That is still personnel costs. 

Mr. Knorr. That is right, sir, but as far as this budget is concerned 
and as far as our activity is concerned, it relates only to that which 
has to do with advertising for site proposals, for general-purpose space, 
and so forth. 

Mr. Tuomas. Now, you have workloads here: 9,519 for 1956, 9,600 
for 1957, and 9,600 for 1958. What do you mean by work units? 
How many people do you have in this section? The increase of 
$25,000 in 1958 is to annualize changes which are being effected during 
1957. What do you mean by that? > Acquisition work units include 
the following actions: Execution of new or succeeding leases or the 
modification, renewal, and termination of the old; original assign- 
ment; execution, modification, renewal; providing data for use—how 
many people do you have doing that? You have a lot of words there, 
but they don’t mean much. 

Mr. Knorr. There is a total of 157 people. 

Mr. THomas. 157 out of your total 439, who are doing acquisition 
work. Mainly writing letters, or what? 

Mr. Knorr. No; that includes the matter of advertising for space, 
or for sites, examining those sites and actual selection. 

Mr. THomas. How many pieces of Gover nment-ow ned property 
did you acquire in 1957 and how many leased spaces? 

Mr. Knorr. We have the estimate- 

Mr. Tuomas. That is 1957. That ‘shouldn't be too much of an 
estimate. 

Mr. Knorr. 9,600 work units. 

Mr. Tuomas. You have performance costs on the 1957 basis. What 
about your acquisitions? How many? I don’t see that set out. 

Mr. Knorr. We have 5,200 leases in effect, now, covering some 
34 million square feet of space, including reimbursable. We have in 
process of acquisition, forty-odd sites. 

Mr. THomas. Do you mean leases of Government property? 

Mr. Knorr. No; this is privately owned property which we have 
under lease for office space purposes. In addition to that, we have in 
process of acquisition, some forty-odd sites. 


CONSOLIDATION OF ACQUISITION AND DISPOSAL FUNCTIONS 


Mr. THomas. Wait a minute, now. What connection does that 
have with the disposal of surplus Government property? 

Mr. Knorr. This is the function performed by the old Real Estate 
Division. 








| 
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Mr. Tuomas. Jt is all commingled. You have acquisition and dis- 
position of Government-owned property and you have the industrial 
reserve? 

Mr. Knorr. Yes, sir. 

Mr. Tuomas. This is a result of that Cresap report, wasn’t it? 

Mr. Knorr. Yes, sir. 

Mr. THomas. Tell me, please, what earthly connection—and I 
imagine it is there; I just can’t see it—exists between an industrial 
reserve—old beat-up Government property that you can’t get rid of, 
that is a pretty eink: description of most of cand some that has been 
declared surplus within that same category, and acquisition of usable 
space for governmental agencies in A, B, C, and D towns. 

Mr. Knorr. It is all a real estate operation. 

Mr. Tuomas. That $144 million under “Buildings management” 
generally is all real estate, too. A little personal property and air- 
conditioning equipment. I don’t see the connection. 

Mr. Fiorrr. Where would you put it? 

Mr. Tuomas. I would have left it wherever it was. 

Mr. Fioere. It was substantially in the same place. 

Mr. THomas. When I see the group is like that and the report 
recommends an increase of $25,000, I just wonder. 

There is no change in the grouping? 

Mr. Knorr. No, sir. The plant reserve out of the national in- 
dustrial reserve has been combined with the Disposal Division. 
There are two divisions. The Acquisition Division and the Disposal 
Division. 

Mr. Tuomas. In other words, they just brought in these two more 
or less temporary activities. This is an old operation of public 
buildings that has been going on for years, of acquiring space, so they 
just put these two new-coming activities in on top of it; is that a reason- 
able answer to it? 

Mr. Knorr. They are under the same direction; yes, sir. 

Mr. Tuomas. Well, let’s see a breakdown of your units. When you 
consolidated them, you didn’t lose any jobs, did you, or anything like 
that? What page is it? Is it page 4 or 5, here? I refer to your 
charts. 

Mr. Meptey. It is on page 1. That is just the central office. 

Mr. McContne. We have it broken down into Acquisition and 
Disposal Divisions. Under the Acquisition Division, we have the 
Purchasing Branch and Leasing Branch. 


STAFFING PATTERN 


Mr. Tuomas. In the District of Columbia you have 55 positions, 
is that right? 

Mr. McContue. That is right. 

Mr. Tuomas. You have 1 grade 16, 3 grade 15’s, and you have 
51 other classifications. How many grade 14’s do you have in the 
District? 

Mr. Menptey. Eight. 

Mr. Tuomas. How many 13’s in the District? 

Mr. Srrawser. Ten; one grade 11. 

Mr. Tuomas. What does the Acquisition Division look like 
personnelwise? 
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Mr. Knorr. Twenty people in the department. 

Mr. THomas. You don’t have that set out; do you? Give us a 
rundown of your Acquisition Division. How many people and what 
are the grades? That is, in the District of Columbia, now. 

Mr. Strawser. In the District of Columbia, Mr. Chairman, there 
are 20 people on acquisition work. In the field, a total of 137. Do 
you want purely the Acquisition Division? 

Mr. THomas. Yes. 

Mr. Strawser. That is the total on acquisition. 

Mr. Tuomas. How about the grades in the District? 

Mr. StrawseEr. In Acquisition, there is one 16, one 15, two 14’s, 
and three 13’s 

Mr. Tuomas. Seven grade 13’s and above, out of 20 positions in the 
District. _How about Disposal? 

Mr. SrrawseEr. In the District of Columbia there are 21 Disposal 
Division employees. 

Mr. Tuomas. What are the grades? 

Mr. Knorr. One 15, and four 14’s. 

Mr. THoomas. How many 13’s? 

_ Mr. Knorr. Four. 

Mr. Tuomas. Nine out of twenty-one are grade 13 and above. 

What other divisions, now, within the District, do you have to 
make up your total? You have about 60 jobs in the District, haven’t 
you? 

Mr. Strawser. There is a total of 55, sir. In addition to the 20 in 
Acquisition, and 21 in Disposal, there are 9 engaged in the program for 
maintenance of properties, both surplus and NIR, and then there are 
5 employees engaged on the machine-tool reserve. That makes 55. 

Mr. Tuomas. That is 21, 20,9, and 5, 

Mr. Srrawser. Yes, sir. 

Mr. Tuomas. What is the grading on the 9 positions there? 

Mr. Knorr. They range from 15 down to 5. There is one 14. 

Mr. Srrawser. Two 13’s and the balance in the lower grades. 


LEASED SPACE ACQUIRED IN 1957 


Mr. THomas. How much space did you acquire in 1957, please? 
You have 1.1 million additional square feet you are going to acquire 
in 1958. How much did you acquire in 1957? 

Mr. Knorr. I don’t have any figure on the amount of space we 
actually acquired. 

Mr. Tuomas. That is one of the smallest parts of your job, though, 
isn’t it; the acquisition? 

Mr. Srrawser. Mr. Chairman, in addition to the acquisition of 
additional leased space proposed in the 1958 budget and acquired in 
1957, there is a need to service the leases, renegotiation of leases, and 
so forth. 

Mr. Tuomas. It is obvious that the acquisition is not all of the 
workload by any means, but what part of your workload is the 
acquisition work? You always have to service a lease. There is 
something wrong with the water, or with a wire. There is something 
to be done all the time to it. What do you have to get? 

Mr. Knorr. 60 or 70 percent of lease work units relate to new or 
replacement leases. 
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Mr. THomas. How much space did you acquire in 1957? 

Mr. Knorr. I don’t have any figure on the total. 

Mr. Tuomas. What is your best guess? 

Mr. Knorr. I am not prepared to even guess. 

Mr. Srrawser. Mr. Chairman, in the buildings-management 
activity we show an increase of some 300,000 square feet of leased 
space over the 1956 year. That was over and above the negotiation 
of leases. 

Mr. THomas. You showed a decrease in 1957 over 1956 in acquisi- 
tion of space, if my memory serves me correctly. You came in maybe 
with a small deficiency. You had to acquire a little, but not too much. 

Mr. Medley, what is your best guess on that? 

Mr. Mepuey. I would say about 300,000 square feet, and with the 
leases that expired, then the gross increase from the standpoint of 
workload of this unit would maybe hit 500,000. That is just a guess. 

Mr. THomas. Over 1956? 

Mr. Meptey. Yes, sit 


QUANTITY OF LEASED SPACE 


Mr. Tuomas. | thought we were gradually compressing this space 
down. 

Mr. Knorr. Mr. Chairman, if I may answer that point, there-—— 

Mr. Tuomas. Excuse me just a halfa minute. Then, we did away 
with the war emergency space and consolidated that, which was in 
1956, and in 1956 and 1957 you started downward; didn’t you? 

Mr. Mepuey. The average amount of square | feet—and that is an 
average over the year—of leased space in 1957 was 20,554,000, 
against 20,273,000 in 1956, so that that would be an average ado a 
net figure. It is page 23, Mr. Chairman. 

Mr. Tuomas. You have to translate that into acquisition here. 
You haven’t been acquiring too much. 

Look at this table on page 20: It shows a slight increase. 

Mr. Meptery. We also have a little chart on page 22. 

Mr. THomas. Now, your 1958 in the District of Columbia in 
Government-owned shows a little decrease over last vear and the year 
before last. Now, leased space in District of Columbia and outside 
of District of Columbia shows a decrease over last year. 

Mr. Meptey. No, sir. That is where I was making a stab at the 
500,000. We also have to lease a considerable amount of space for 
other agencies not financed by this appropriation. 

Mr. Tuomas. Your subtotal of leased space in and out of District 
of Columbia is 22,516,000. 

The other is 20.5 million, which is an increase of about 1,800,000. 


PROBLEM OF SPACE FOR OTHER AGENCIES 


Mr. Fioxre. I want to point out one fact that perhaps is obvious 
to you: We are always caught in between the millstones. The other 
agencies get more programs which means more personnel, which 
means more space. We can’t control any of those factors so they come 
to us and say, ‘‘We have more personnel and we have to have more 
space.’ 

Mr. Tuomas. You are in a hard seat. We realize that. 
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Mr. Fioxrre. I just wanted to point out our position in it. 

Mr. Tuomas. You areinahardseat. There is no question about it. 

Did the HEW crowd give up that high-priced space that they had 
in Dallas? 

Mr. Fioere. I haven’t heard of anybody giving up anything. 

Mr. McConrne. We are working continuously in trying to make 
them utilize space better. That Veterans’ Administration situation 
in New York you referred to last year has been cleared up. 

Mr. THomas. You mean that two floors and a half just sitting there 
vacant for 2 or 3 years and the Government paying $1.50 to $2.50 
per square foot per year for other space within a radius of 5 miles of it. 
Just thousands upon thousands of square feet. 

Mr. Fiorter. Were you in the Varrick Building, too? 

Mr. Tuomas. Which one is the Varrick Building? 

Mr. McContneg. We are working on that now. 

Mr. Tuomas. How about the Civil Service Building in New York? 

Mr. McContne. Do you mean the Washington Street building? 

Mr. Tuomas. Right down on the waterfront. 

Mr. McConrue. That is a terrible building and we are trying to 
find Government-owned space to put the Civil Service Commission in. 

Mr. Tuomas. There is some very valuable land there. 

Mr. Fiorte. Tell Mr. Thomas what you intend to do on the 
Varrick Building 

Mr. McContne. We hope to regain about 160,000 square feet in 
that Varrick Building. We are working on the appraiser’s stores 
now to recapture that. 


DisposaAL oF REAL PROPERTY 


Mr. Tuomas. Well, gentlemen, let’s look at your disposal of excess 
and surplus property here. You have $440,734 for 1956 against 
$511,000 in 1957. 

The whole Aquisition and Utilization Division goes up, here. It 
goes up from $3,872,554 in 1956 to $4,263,800 in 1957, to $4,424,200 
in 1958 plus retirement. 

Mr. Fioere. The selling price of properties disposed of also goes 
up—from $26 million in 1956 to an estimated $50 million in 1958 and 
it is pretty certain for 1957, at $37 million. We are trying to move 
that property out as fast as we can at a good price. 

Mr. Tuomas. Let’s get the other side of the coin in the record. 

The following is a summary of sales accomplished by the staff of this activity 
and by brokers and auctioneers under its supervision and rental income from sur- 
plus, industrial reserve properties and tools— 
which you service. If you don’t service them through the industrial 
reserve then you lease and you are supposed to go out and take a 
look at them and see how they are doing. The Cresap report said 
you weren’t taking a look often enough, is that right? 

Mr. Knorr. That is included in this item. 

Mr. Tuomas. What do you mean by sale of property, $25,979,000 
for 1956, $37 million in 1957 and $50 million in 1958? You are 
looking into your crystal ball in 1958, aren’t you, and for 1957, 
6 months of that is in the crystal ball. 


Income from mortgage principal and interest payments on prior years’ sales 
are estimated at $7.5 million in 1957. 
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That is interest, isn’t it? 
and $6,300,000 in 1958. The balance remaining due on mortgages from prior 
years’ sales as of June 30, 1956, amounted to $54,300,000. 

What properties did you sell in 1957, what did you sell in 1956 and 
what do you think you will sell in 1958 in the $50 million and how 
much will it cost you to sell that $50 million worth? 

Mr. Knorr. Mr. Chairman, we have submitted to the clerk 

Mr. Tuomas. The acquisition costs and unit costs don’t mean a 
thing to me. Explain it to us completely. 

Mr. Knorr. Going back to the acquisition costs? 

Mr. Tuomas. No, this is selling. What properties did you have for 
1957 and 1956 and what did it cost to sell them? How did vou arrive 
at the cost? Also, how about 1958? 

Mr. Knorr. Based on the performance of 1956- 


DISPOSAL COSTS 


Mr. Tuomas. You have disposal here. You have an operating cost 
in 1958 of $575,000 against $511,000 for 1957, against $440,734 for 
1956, haven’t you? 

Mr. Knort. Yes, sir. 

Mr. Tuomas. How do you arrive at those figures and what prop- 
erties are you going to sell? 

Mr. Knorr. Those are staffing costs, cost of personnel. Our cost 
average for the properties that we sold in 1956 and in 1957 are—— 

Mr. Tuomas. 1.2, 1.7, and 1.4 percent, but that doesn’t mean 
anything. 

Mr. Knorr. Well, it is the percentage of our costs in relation to our 
sales return. 

Mr. Tuomas. That is a percentage, but what does it indicate? 
You have a property that you sell for $20 million that cost the Govern- 
ment $40 million. What is your cost based upon—what you get for it? 

Mr. Knorr. What we get for it; yes, sir. 

Mr. Tomas. How do you arriv eat that 1.2 percent, then? 

Mr. Knorr. The 1.2 is the percentage of the total of moneys 
appropriated for personnel and related expenses to carry on that 
activity, as compared with the sales return from properties sold. 

Mr. Tuomas. How do you arrive at that? 

Mr. Knorr. That is our budget figure for personnel and related 
expenses— provision for some 81 people. 

Mr. Tuomas. How many units now were sold to arrive at this 
figure in 1957 of $37 million? 

Mr. Knorr. Of course, that year is not yet completed. 

Mr. Tuomas. How much have you sold now for the fiscal year so 
far? You have about 5 months to go. How much of that estimated 
$37 million have you sold and how many different pieces of property? 
And how much do you pay your auctioneers in addition to your 81 
people? 

Mr. Knorr. As of December 31 we had 166 sales involving 94 
properties and bringing a return of $6,514,600. During fiscal vear 
1956, 39 auction sales were made with receipts totaling $1,764,800 or 
121 percent of appraised fair market value. Auctioneers were paid 
$44,000, which is 2% percent of selling price for their services which 
in most instances included advertising and sales promotion. 
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Mr. THomas. One hundred and sixty-six different pieces of 
property? 

Mr. Knorr. Yes, sir; that is right, sir. 

Mr. THomas. What were they, now? Is this all real estate or 
machine tools or what? 

Mr. Knorr. This is all real estate. 

Mr. THomas. Do you have a list there? 

Mr. Knorrt. I have a complete listing of all those properties here. 

Mr. THomas. Read off some of them and put them in the record at 
this point—the price you got for each and what each one of them cost 
the Government originally. We have had a lot of inflation since this 
property was purchased and we might be showing a profit there, I 
don’t know. Are you? 

Mr. Knorr. Yes, sir. 

Mr. McConrne. We are getting 97 to 100 percent of the current 
fair market value. 

Mr. Knorr. For this current fiscal year our sales for the 6 months 
from July 1 through December 31, 1956, averaged 123 percent of 
appraised fair market value. The other figure was for fiscal year 
1956. 

Mr. THomas. Gentlemen, we will adjourn and reconvene at 1 p. m. 


AFTERNOON SESSION 


Mr. Evins (presiding). The committee will come to order. 

Mr. Thomas is in a conference and is expected to be back shortly. 

I believe we had about completed the hearing with respect to 
disposal of properties. 


PAYMENTS IN LIEU OF TAXES 


The next items are ‘‘Maintenance of properties,” the ‘‘Machine 
tool reserve,’ and ‘Payments in lieu of taxes.’”’ What are your 
problems in that area, Mr. Administrator? Do you have them all 
ironed out? 

Mr. Fiorre. No, sir. You know we are required to pay the taxes 
on the specified properties that we acquired heretofore through 
RFC. On page 37 is a list of those on which we still have that respon- 
sibility. Tax bills are secured each year by writing to the proper 
taxing authorities and they give us the statement of what the taxes 
will be, which appear in that third column. There isn’t much uniform- 
ity about them, but there is very little we can do about it. Each 
taxing district has its own method of determining taxes. 

Mr. Evins. The fixed charge is $1,050,000. 

Mr. Jonas. I believe that should be placed in the record. 

Mr. Evins. Mr. Reporter, will you place in the record, please, 
pages 37 and 38. 

Mr. Jonas. Wouldn’t it be well to include the pages before that? 

Mr. Evins. Mr. Reporter, include the explanatory material before 
those pages. 

(The pages referred to follow:) 

Payments in lieu of taxes.—Title VII of the Federal Property Act (69 Stat. 721) 
provides for the payment of real property taxes on certain properties transferred 
by the Reconstruction Finance Corporation to any Government department which 
become due during the period January 1, 1955, to December 31, 1958. 











Performance cost: 


NE an ee dawn awnmaene a $1, 147, 180 
UPI) hie hl in ain on ayn Sean 1, 200, 000 
Se GRUNER A bbe aba be sae eedcuctecnctagcocuce 1, 050, 000 


Real property taxes usually are levied on the basis of a calendar (tax) year 
which does not correspond with the Government’s fiscal year for which appro- 
priations are made, It is contemplated that an appropriation for a certain fiscal 
vear is to cover payments in lieu of taxes for the tax (calendar) year which closed 
midway of the fiscal year. Thus, appropriations for fiscal years 1956, 1957, and 
1958 are for payments in lieu of taxes for tax (calendar) years 1955, 1956, and 
1957, respectively. 

The 1958 estimate covers payments for the tax (calendar) year 1957 on 36 
properties, compared to 39 provided for by the 1957 appropriation for the tax 
(calendar) year 1956, as set forth on the attached exhibit B. This decrease 
reflects the sale of three properties during calendar year 1956. Increase for indi- 
vidual properties is on the basis of the best information available, taking into 
consideration the nationwide trend toward higher tax rates. 


Payments in lieu of taxes, tax years 1955, 1956, 1957 

















1956 fiscal 1957 fiscal 1958 fiscal 
Location of property | year funds, | year funds, | year funds, 
| 1955 tax 1956 tax 1957 tax 
year year year 
EE — a a —— mouse —— oe — 
| ' 
Alabama: Gadsden, Republic Steel_-_-_--__-- bb. beet $37, 889 $37, 889 $40, 000 
California: | 
Chula Vista, Rohr Aircraft..............._.- | 55, 093 55, 093 56, 000 
El Segundo, Douglas Aircraft_- kT dei bon | 17, 249 | 17, 249 20, 000 
Manteca, a Metals... a | 8, 682 8, 682 | 10, 000 
Connecticut; Canaan, New England Lime._..._..____- | 23, 225 25, 669 26, 000 
Tilinois: 
Chicago: 
Pullman Standard Car_--.....-..._- 35, 292 135, 292 36, 000 
Eversharp, Inc- -- 1 5,000 1 5,000 6, 000 
Louisiana: Lake Charles, Mathieson Alkali....______- 162, 483 159, 960 162, 000 
Michigan: | 
Bay City, Dow Chemical Co.-_..---..........._.- 9, 359 PI Beh os blue i 
Saginaw, General Motors. ----- iablaeaaihthaalae stakka silent 35, 774 135, 774 38, 000 
Montana: 
Butte, Domestic Manganese....-...--............----.--- 1, 517 11,517 2,000 
Columbus: 
Anaconda Copper Mining. --...................-.- 10 110 20 
ani ia nt desde apaneumee’ 1, 163 11,163 2, 000 
Nebraska: Omaha, alcohol plant____- esate a de 1 39, 426 1 39, 426 41, 000 
New Jersey: Newton, Anken Film Co-.-- ee ‘ | 215 211 300 
New York: 
Brooklyn, Merganthaler Linotype-_---__-.-- } 60, 238 | 61, 457 63, 000 
Schenectady, General Electric al a | 40, 570 45, 222 47, 000 
Syracuse, General Electric seins sth sas 29, 695 | 31, 788 33, 000 
Tahawus, National Lead Co..._...................--- Pm 59, 182 1 62, 150 65, 000 
Utica, Utica Drop Forge... _._.._..-.-.-.........- 3, 549 1 3, 549 5, 000 
Valley Stream, Columbia Aircraft. ............ 11, 077 1 13, 402 15, 000 
Wingdale, Amco Magnesium__. = | 22, 921 | 30, 749 32, 000 
pore Carolina: Burlington, F irestone Tire & Rubber_.-_____| 26, 734 30, 720 31, 000 
Akron, Government laboratories._......___- ee a PLE ie .| 16, 718 | 18, 000 
ORE CORBIN. ob GS. <n ncnsnnnbnsccesveses< | 8 are Pe Rett wath BE tne 
Hamilton, American Rolling Mill_..................-._-. 3, 738 | 13,738 } 5, 000 
Luckey, Magnesium Reduction. --................-.- wécokl 9, 629 | 19, 629 | 11, 000 
Painesville: | | 
CONN CL, chbh shoUdendannsusosdataddicssdcees 2000. [iwdi. cde bh Sea 
Diamond Magnesium. ............--- es | 29, 921 | 1 29, 921 | 32, 000 
Fn edt 7, 057 | 7, 057 8, 000 
Warrem, Menmiite Otel ook nek sce ee ee aa edae | 3, 307 | 1 3, 307 4, 000 
Youngstown, Republic Steel_........................-- Jul 11, 528 | 1 11, 528 | 12, 000 
Pennsylvania: 
Chester Springs, Franklin Graphite. __................-.- 1, 674 | 1, 674 2, 000 
I de | 64, 723 re te ee 
Homewood, Westinghouse_................ oda bie cds kb | 2, 571 | 2, 821 3, 000 
Indiana, McCre er ee at BOO... cacubasesdocebccnnce 2, 046 | 2, 244 2, 500 
New Castle, United Engineering. _......._- eee TOS 115, 577 | 145, 972 }......... ss 
Texas: Velasco, Dow Magnesium............._. eee ee 140, 627 | 140, 627 | 145, 000 
Washington: } 
Renton, Pacific Car & Foundry. _.....- lacs ewentunued 20, 770 | 1 20,770 | 22, 000 
Marble, electrometallurgical quarry...........-- cbntehinad 2, 070 1 2,070 2, 500 
Spokane, electrometallurgical plant................- chwel 35, 301 1 35, 301 37, 000 
MNES) cekican inmate cenepecces tesla cnt cicent 41, 147, 180 $1,193,221 | 141,034,320 
CGN 6 2d) eI i A Aah lie ddtdseusek 1, 200, 000 | 1, 050, 000 
3 


1 Estimated. Actual amounts not known when budget schedules were prepared. 
2 40 properties. 3 39 properties. ‘ 36 properties, 
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DISPOSAL OF PROPERTIES BY SALES 


Mr. Fioere. I feel it is very important that we push as hard as 
we can, disposal of these properties. Some of them are getting pretty 
old. We have been doing that consistently. 

Mr. Evins. I believe the administration submitted through this 
committee last year an extensive list of properties for disposition. 
Could you tell us in round figures approximately how many in numbers 
and in amounts have been disposed of in the last year? 

Mr. Fioetr. We have a complete list of them here that we could 
submit for the record. It is rather voluminous. 

Mr. Evins. Do you mean the ones that have been disposed of or 
that you still have in your possession? 

Mr. Fioere. We have both. What we had on hand at January 1 
and what we had sold during the preceding year. 

Mr. McContue. We have a list here, on page I of that report, 
that you have 166 sales in 6 months; that is, from July 1, through 
December 31, 1956. The number of sales, 166, amounting to a total 
sales price received of $6,514,600. 

Mr. Evins. If there is no objection we will put the sales in the 
record, but not the list of those for disposition because I think it will 
be too voluminous. 

Mr. McContne. That is list I. 

(The document referred to follows:) 
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EMPLOYMENT 


Mr. Evins. How many additional personnel are you requesting for 
your Acquisition and Disposal Division? Did you give that figure 
this morning? 

Mr. Knorr. Yes, sir. The total personnel for the acquisition and 
disposal activity is 55 in departmental, and 385 in the field, for a 
total of 440. 

This includes 66 for the machine tool reserve, which is not an 
acquisition and disposal function in the Public Buildings Service. 
We have here a representative of the Defense Materials Service, to 
which that program has been transferred. He can give you any 
information about that program. 


MACHINE-TOOL RESERVE 


Mr. Evins. How much does the Defense Department call upon 
you in this area? I thought they took care of those articles largely, 
themselves. 

Mr. Fioere. He is speaking of our Defense Materials Service. 
That particular function was transferred to what we call Defense 
Materials Service, the old Emergency Procurement Service, because 
it related to defense matters in which they are primarily interested. 
It appears in the budget here, but actually it is now being operated 
by DMS and there is a representative here, Mr. Huston. 

Mr. Evins. Mr. Huston, tell us what are your main problems over 
there, or do you have them all solved? 

Mr. Huston. I am afraid we haven’t them all solved but our 
problems are about the same as they have always been, since 1948, 
when the National Industrial Reserve Act was passed. 

Principally, our job is to maintain a reserve of machine tools which 
is derived from excess property, by designation of the Secretary of 
Defense. That is, he directs us formally to take this otherwise excess 
property into out hands and to keep it until he tells us to make a dis- 
posal of it. 

From time to time, we are directed to make leases of the property. 
Currently, we have leases which are paying about $135,000 a year in 
rentals. We also have in warehouses as, of this moment, some 
8,800 tons of this class of property. 

Mr. Evins. Certainly that, to me, makes good business sense that 
you would not dispose of these valuable assets because they might 
soon be needed again and at the same time you are leasing them and 
receiving an income for the Government. Properties that the 
Defense Department are not interested in, you do proceed to dispose 
of? 

Mr. Huston. That is right. 


DeEsIGN AND CONSTRUCTION 
Mr. Evins. Turn to page 40, “Design and construction.”’ Mr. 


Reporter, put in the record page 40. 
(The justification page is as follows:) 
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Design and construction 


Average employment 
Amount — 


Department | Field 


$171, 000 
+24, 800 


195, 800 


HIGHLIGHT 


“This activity provides for a small staff responsible for central technical direc- 
tion of all programs involving design, construction, and remodeling of Federal 
buildings” (from the budget for 1958). 


1956 


Performance cost (1957 basis) -- _ . -- © police eiiineaieinmdiamniae $121, 735 
Contribution to retirement fund_____- sien SREL Rb eit soba dts as 


Estimate 1958. 


JUSTIFICATION 


Programs technically directed include the following: (a) Architectural and 
engineering planning for future building construction, (b) purchase contract 
program, (c) construction projects from tunds transferred by other Government 
agencies, (d) preparation of initial cost estimates for proposed building projects 
and programs of GSA and other Government agencies, (¢) development and 
maintenance of essential data for projects included in the document of buildings 
eligible for construction required by Public Law 105, 8ist Congress, (f) mainte- 
nance of design and construction manuals, handbooks, standard details and 
stock specifications and servicing Federal committees and boards dealing with 
building design and construction. 

This activity provides only for staff engaged in the central direction of programs 
as a whole. Salaries and expenses of technical and administrative persornel 
engaged directly on work programs are charged to funds provided for such 
construction programs or projects. 

There has been a substantial increase in the workload of building construction, 
repairs, and improvements. Ninety-seven lease-purchase projects have been fully 
approved which are estimated to cost $665 million. An appropriation of $18 
million was provided in 1957 to initiate a program for the permanent air con- 
ditioning of Federal buildings at a total cost of approximately $328 million. In 
addition, a major program of new construction financed with funds transferred 
from other agencies is in various stages of accomplishment, including buildings for 
the State Department, the CIA, old-age and survivors insurance, National Bureau 
of Standards, and facilities at the National Institute of Health, Gallaudet College, 
Howard University and St. Elizabeths Hospital. Accordingly, during 1957 the 
nucleus staff was increased from 12 to 20 positions. This nucleus includes the 
Assistant Commissioner for Design and Construction, his deputy, the division 
directors and deputy directors, and related secretarial services. The inerease 
of $24,800 in 1958 is to provide $14,500 for the full-time financing of the 8 addi- 
tional positions established for part of 1957, $500 for additional travel costs 
of the expanded staff, and $9,800 for contribution to retirement fund. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing, $157,500.—The increase in positions from 12 in 
1956 to 20 in 1957 and 1958, is to provide additional technical and secretarial 
personnel required to direct the expanded construction and related programs, 
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Other objects, $38,300.—Includes $19,000 for financing preliminary planning, 
designing, and cost estimating for proposed projects for which funds are not 
otherwise provided. The remainder of $19,300 provides: 

(1) $2,500 for 108 travel days at $23 per day. 
(2) $9,800 for contribution to retirement fund. 
(3) $7,000 for normal office expense. 

Mr. Evins. Your retirement fund contribution is $9,800 for this 
service and your total budget request is $195,800. 

Mr. McContue. That is a small group of 20 people. It is a nucleus 
group in our central office that supervises all of our repair, improve- 
ment, design and construction programs. 

Mr. Evins. This is architectural and engineering planning for just 
what type of future building? Certainly the small division you have 
indicated in this section wouldn’t be adequate for your overall building 
requirements. It must be limited to a certain area. 

Mr. McContue. It is just a small group supervising engineering 
and planning for future construction, the purchase contract program, 
projects constructed from funds transferred from other Government 
agencies, preparation of initial building cost estimates, development 
and maintenance of essential data for eligible projects under Public 
Law 105, etc. 

Mr. Evins. This is simply a technical direction of the overall 
program? 

Mr. McContup. Yes, sir. 


LEASE-PURCHASE PROJECTS 


Mr. Jonas. Among the 97 lease-purchase projects do you have any 
for the Post Office Department? 

Mr. McConrne. Not purely Post Office but where there are also 
other agency occupants, yes. 

Mr. Jonas. Government buildings which would include the postal 
service? 

Mr. McConrtue. Yes, sir. 

Mr. Jonas. But you have had no contracts for structures exclusively 
for the use of the Post Office? 

Mr. McConrue. No, they handle that themselves. 

Mr. Jonas. They do engage in lease-purchase activities themselves? 

Mr. McConine. Yes, sir. 

Mr. Fronts. Their authority is also provided for in Public Law 
519. 

ProGramM PLANNING 


Mr. Evins. Your program planning is one of the new activities, 
carried on pages 42 through 44. 

Put those pages in the record, Mr. Reporter. Tell us about your 
work under these activities. 

(Pp. 42 through 44 of the justifications follow:) 


2A menage Shen na Sm Tn CoCr 
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Program planning 





Average employment 











Amount | 
Depart- Field Total 
| ment 
as oat ee $656, 700 | 7.8 | 36.9 | 84.7 
Weal! usin acetal eer | +272! 800 495| +4124 +21.9 
a rn ak es 929, 500 57.3 | 49.3 106.6 
HIGHLIGHT 


“This new activity for 1958 brings together functions related to planning real 
property programs previously performed in other units of the Service. These 
are expanded to cover development of long-range plans for providing economical 
space and related services for Government in Washington and the field. The 
activity also provides for related functions of agency services, standards, statistics, 
and appraisals of real property.’’ (From the Budget for 1958.) 

Of the increase requested for 1958, $48,600 is for payments to the retirement 
fund. Justification of the activity is made under four subactivities summarized 
below. The amount for 1956 for (a), (b), and (c)—estimated as cost accounts 
for that year did not—follow the subactivities effected during 1957. 


1956 1957 1958 











-_-—- 

Distribution of cost by subactivity: 
Od (UMN ich chibeSecikstelddba dbs chiddcubitlesei<SLicl $283, 000 $398, 000 
Ine, MASON Ek ok neta hepenaeten as dite $275, 124 105, 000 139, 000 
(6) ORTIGS ONG SUALIBUICS..... no cnc cnccepencnncsssanase 82, 000 | 102, 900 
UP Apes alle Te 95, 081 186, 700 | 241, 000 
Total cost or estimate (1957 basis).................---... 370, 205 656, 700 880, 900 
CERISE GO) OMIT INIIEINE CINE, 325. 0 ).n0c. nenccmiegakeescctinels teennabasduan leoeetirna=annre +48, 600 
Mattie MUD. sa nctissbocdbensticddn ies biden aid llilae | pike ectca | mhatled dull 929, 500 





JUSTIFICATION 


(a) Planning.—Included are development of plans for the management of real 
property and telecommunications facilities based on long-range objectives; 
planning leading to the acquisition, construction, extension, alteration, and dis- 
posal of space and facilities; and development, in cooperation with Federal 
agencies, justification for, and characteristics and location of, buildings. It fills 
the need for full-time centralized development of nationwide long- and short-range 
programs of Federal building construction and acquisition required for efficient 
and economic Government operations. 


1957 1958 
Performance cost (1957 basis) -...-..-- abe ' . $283, 000 $398, 000 
Contribution to retirement fund--_.-_. . Lahhssocnain ~bigeall -s =e] —21, 900 
Estimate 1958 _ __. -- : = re : i ‘ 419, 900 


(b) Agency services.—Provides for full-time representatives to work with tenant 
agencies in planning to overcome current problems of space suitability and de- 
velopment of plans to meet future requirements; liaison with the agencies on all 
aspects of redl-pronarty management to assure efficient economical facilities to 
meet agency requirements; assistance in planning for services to agencies; and 
promotion of application of approved standards for the economic utilization of 
space. It is an essential tool to effective and efficient management in an agency 


~ 


which provides services for all agencies of the Federal Government. 


i 
; 
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1957 1958 
Porloontee Gene Crees WOUNS) oo. 5 asso se este . $105, 000 $139, 000 
Contribution to retirement fund___ te i a Noss tho te plies +8, 300 
| —--—_—_——_|- anitinias 
SUE WOOL 2205 ia Ga a CURR eine cone cn ncnwe- = | 147, 300 


(c) Standards and statistics.—Provides research leading to the establishment of 
comprehensive occupancy standards and expert assistance in improving the 
layout and arrangement of space to effect improvements in work flow and effec- 
tive utilization. Standards of space use related to agency operations and types 
of properties to be occupied are essential to good space use and maximum effi- 
ciency and economy in agency operations. 

Centralized program and performance reporting for all real-property programs 
for managerial and control purposes and for budgetary planning are also provided, 
Improved efficiency with greater economy can be obtained by concentrating in 
one place the statistics and reports activities common to all real property functions. 














! 
| 1957 | 1958 
ae a ree a aa ik. ese ts. $82, 000 | $102, 900 
Cee OTN BIN isd, 5 ah bid <p dd vinep bide chabhicieds enn débbfewdsiosalee cat +5, 800 
TL. it ities. atts cn ceaededeneseeueabeaesowenvonbonde vue | 


sicninid menseeal 108, 700 





(d) Appraisals.—Real property under consideration for acquisition by purchase 
or lease, or for disposal as surplus to the needs of the Government is appraised to 
determine fair market value, thereby protecting the interest of the Government. 

This activity provides for a staff engaged in central direction of the program 
and for a minimum regional staff for determining fair market value of (1) surplus 
and excess properties held for disposal, (2) sites to be acquired, and (3) leasing 
of properties for Government purposes. Such properties include building con- 
struction sites, industrial plants, office buildings, warehouse facilities, unimproved 
land, military posts, camps and stations, rights-of-way easements, etc. 

The estimate covers performance by GSA employees only. Contract appraisals 
are normally made for all site acquisitions, for all disposal cases where acquisition 
cost is in excess of $10,000, and for all in-leases where annual rental rate is in excess 
of $200,000. Contract appraisals may also be made in other cases when considered 
necessary or advantageous. Contract appraisal costs are financed by benefited 
programs. 

In addition to $12,600 for payments to the retirement fund, the increase in 
1958 over 1957 is due principally to the annualization of personal service costs 
which were included in 1957 for only a portion of the year. Increase in number 
of appraisals through additional site acquisition cases and increased disposal 
activity requiring additional work of contracting for and review of appraisals have 
made the assignment of an appraiser to each region a necessity. 





| 
| 


1956 1957 1958 
winautingasuaaals einai teeta clei liasiellnibinie. dite +— ———|- 
Performance cost (1957 basis) _._ __- —_ bi --o--| $95, 081 | $186, 700 $241, 000 
Contribution to retirement fund _- ‘ ‘ : +12, 600 
Estimate 1958.__- hibit visencifoccsscaisacnct| 253, 600 


| 
| | 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and staffing, $777, 900. — Distribution of f positions follows: 


1956 | 1957 





| 1958 
ite en en ee ere - : se 
(a) Planning.. : ; ant Seeaaks : 47 | 47 
(b) Agency SWINE ore aoe och era shee : 38 | 17 | 17 
(c) Standards and d statistigs.. mab eeigindrtes @ Abpea eee ; 13 13 
(d) Appraisals. ____- ; sca dee Sete aat ect 12 } 31 | 31 
| 
Total positions_-_____- Sadana eae seca estat ‘ 50 108 108 
Total average employ ION oro ae a eee 47.8 | 84.7 106. 6 
| | 


Other objecis.—$151,600, or 16.3 percent of estimate, includes: 

(1) $58,000 for travel, based on 2,522 days at $23 for on-site surveys, project 
investigations and appraisals. Workload is over widely dispersed locations 
covering more than 2,500 communities throughout the country. 

(2) $10,000 for communications services. 

(3) $12,500 for reproduction and duplicating services. 

(4) $48,600 for contribution to the retirement fund. 

(5) $22,500 for normal office expenses. 

Mr. McConrne. This is the most important thing in the Public 
Buildings organization. It is centralization of planning activities 
which heretofore had been done here and there throughout the Service. 
The planning in my opinion was not sufficient and this is bringing 
the whole planning for space requirements of all Government agencies 
into one activity and under one head. Mr. Schmidt is in charge of 
this activity. 

Mr. Evins. In 1956 you had $370,205 and in 1957, $656,700 and in 
1958 you have $929,500. 

Mr. McConme. Heretofore planning has been done on a hit or 
miss basis. This brings it together in one place. It has never really 
been coordinated. 

Mr. Evins. How many additional employees will be in this new 
activity? 

Mr. McConrue. For 1957, the average employment is 47.8 in the 
central office and 36.9 in the field making a total of 84.7. The average 
for 1958 is 106.6, an increase.of 22. The total positions for 1957 and 
1958 are the same, 108. 

Mr. Evins. It says you make long-range plans for providing space 
for the Government both in Washington and in the field. 

Mr. McContne. Yes, sir, and it is a very important function. 

Mr. Evins. It is a long-range proposition. 

Mr. McConrne. It is a project from day to day to keep close 
liaison with the Government agencies to determine their needs and 
requirements in advance. 


Service Direction 


Mr. Evins. Mr. Reporter, put in the record, please, page 46. 
(P. 46 of the justification follows:) 





| 
| 
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Service direction 


Average employment 





Amount secede iecarelitin 
Department Field Total 
i csinits dl Mactess cdhpn ititeiinticicyndeh eailidbaarntnh ata aeablabtan $493, 500 19 41 60 
NINN niacin eccininaars tbe taiealinaneniehedialh deed +28, 300 . aati 
DD cr tay he ckndbddhiedinscinimsnngadde 521, 800 19} * 41 60 
HIGHLIGHT 


General direction overall programs assigned to the Public Buildings Service is 
provided in the central office by the Commissioner of PBS, his immediate staff, 
and staff of an administrative officer. In the field, supervision is carried out by 
a regional director for PBS in each of the 10 regions. Cost of penalty mail for 
all activities under this appropriation is also provided for in this estimate. 

Increase over 1957 is due to contribution to retirement fund. 


1956 1957 1958 
moral Sueirneiee wk Le likeli. lie $443, 355 $483, 800 $483, 800 
elon entmanerwbepee) prey ~eme= 9,7 9, 700 9, 700 
Tota] cost or estimate (1957 basis)...........--. esis ids 453, 055 493, 500 493, 500 
ee Eine. a acaeesvaranenneslambelbeasecns acl a ate +28, 300 
a i i i is hin cet eth tarnished Sl, se batinabensts 521, 800 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and staffing.—$452,500 for 60 positions, distributed as follows: 





1956 1957 1958 
Oe en emaangecen a 14 19 19 
I oer ct Ie a ec isah eallen ee ninendiG ninscemenh 42 41 41 
Pies padttiitte 15000. LG i us AGL... 56 60 | 60 
DARE AIEEE 5 «he i decedent cece se rthenae dedonn> 53.6 | 60 60 


Other objects.—$69,300, of which $9,700, or 1.86 percent of the estimate, is]for 
penalty mail costs. 

The balance of $59,600 or 11.4 percent of the estimate, includes: 

(1) $14,500 for travel, based on 580 days at $25. 

(2) $16,800 for normal office expenses, including Government’s share of group 
insurance premiums. 

(3) $28,300 for contribution to the retirement fund. 


Mr. Evins. Your operating expense shown on page 46, “Service 
direction,” is that a new function? 

Mr. McContne. No, sir; that represents the Commissioner’s office 
and the PBS directors in the field. 

Mr. Evins. You ask for $521,800 in 1958. How many employees 
are in this service? 

Mr. McContne. There was a total of 60 in 1957 and there is no 
change in 1958. 

The only change is the contribution to the retirement fund of 
$28,300. 
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ADMINISTRATIVE OPERATIONS 


Mr. Evins. Page 48 is the administrative operations. Mr. Re- 
porter, insert that page in the record. 
(The justification is as follows:) 


6. Administrative operations 


Amount 
Bees Sates UL ee UL JOT 2 See SA $3, 293, 700 
Cro oa do sence ncn cn wcenqtninbhsbaeibl-ghlbatiiblasel + 686, 800 
Rs wade g es a eciiindcne winds pain i anemia 3, 980, 500 


HIGHLIGHT 


Financial, administrative, legal, planning, and coordination services required 
to support this program are provided by the integrated staff organization of GSA. 
Based on workloads to be generated by real property programs for 1958, admin- 
istrative operations, excluding contributions to retirement fund, are estimated at 
$3,770,900 or 2.74 percent of $137.8 million requested for 1958. This is a reduc- 
tion from 2.78 percent for 1957. 

“The increase in 1958 provides $352,200 for workloads due to expansion of 
staff and program operations, and $125, 000 for increased assistance to small 
pee = a project for modernizing real property laws.”” (From the budget 
or 1958. 


1956 1957 1958 
Distribution of cost by subactivity: 
Say ES GUNUENURL, 6 dc ntacwenccecessuededucteackoss $1, 694, 023 $1, 800, 800 $1, 877, 800 
(b) Planning and agency services.._..........---------.-- 365, 691 422, 100 557, 000 
REI ee 819, 325 904. 900 1, 105, 800 
Ge) OR OI ao oho he ia he 163, 282 165, 900 230, 300 
OU CEGOe Weil ng cele ono ec RS 3, ~y 321 3, 293, 700 3, 770, 900 
Ooentribution to retirement fund... 2... cnn denen chsh bbe aside haeinds aaeieish <3 dace +209, 600 
I I Nii ita ein eitcldainiiien ees a ace eaaan iE iiteiinhiahiecie 3, 980. 500 
Estimated man-year equivalent.................-...-..-.. 493. 9 531.4 588. 2 
Workload for selected functions: 
Financial services: 
De NOEEOEL. ..... ..ncascnesdmenenetedeusmneniee 15, 406 15, 648 17, 167 
Vouchers processed - - . -- anand ageiiye-pimeaticedmtaaae 204, 286 231, 100 276, 900 
ats sndicndsigubcamiretimduaninemdaadl 5, 547 6, 500 7, 000 
Audits performed: 
MAIN, sill A See Jb banencasusaacanceed 80 84 85 
I clean cial lpia auatanadanahanaveiipesincadasiaaata a danse 112 
Administrative services: | 
Personnel, employees serviced. . _. etisalat aia 15, 406 15, 648 17, 167 
Cc ompliance, investigations completed - siipsaleatinthcieidiieaiie 67 67 75 
Crime detection, complaints investigated. .......__-. 750 772 900 
Personnel security investigations processed | 440 560 550 
Legal services performed....................-.--...- 17, 251 21, 100 25, 600 





= addition to contributions to retirement fund of $209,600, increase of $477,200 
reflects: 

(1) Additional legal services, including $60,000 for special project to modernize 
real-property laws, $64,400. 

(2) Additional workloads in Administrative Services, particularly in personnel 
and administrative facilities functions and direct financing of clerical assistants 
for com»liance and security officers in the field, $200,900. 

(3) Adequate staffing of new agency service function as it relates to real prop- 
erty overation and customer needs and additional assistance to small business, 
$134,900 

(4) Additional workload in financial services, particularly in accounting and 
audit functions offset by other minor adjustments, $77,000. 


Mr. Evins. In 1958 you ask for $3,980,500 as compared with 
$3,293,700 in 1957. Your retirement fund represents $209,600 of the 
increase. What are your other major increases? 
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Mr. Mepuey. Mr. Chairman, that item covers all of the budget, 
accounting, auditing, legal, and administrative activities which support 
the program operations in the Public Buildings Service under this 
appropriation. It represents the contribution to be made by this 
appropriation through the administrative operations fund. The pur- 
pose for the increase is to service the increase in program workload. 
With the raising of the level of service as proposed in this item, it 
means additional people to payroll, additional people to service from 
the personnel standpoint, and so forth. 

However, I would point out that the ratio of the cost for these 
administrative operations declines from 2.78 percent in 1957, to 2.74 
percent in 1958. Some of the workload statistics, the various activities 
are cited there in the center of page 48. 

Mr. Evins. Are your activities, Mr. Medley, embraced within this 
work category? 

Mr. Meptey. Yes, sir. 

Mr. Evins. Where is the auditing and accounting service report 
carried in your justification? 

Mr. Mepuey. The auditing is a part of financial services. 

Mr. Evins. I notice you have an item here of “Crime detection 
and complaints investigation.’”” They are up. Are you having diffi- 
culties with regard to loss of property and damage in that area? 

Mr. Mepuey. Those are mostly minor complaints, Mr. Chairman, 
that come in from day to day. I mean some girl leaves her purse on 
the desk and while they are out to lunch somebody takes the money. 
Things of that nature. The workload does increase slightly, again, 
because the more people you have working in a given area, if the 
percentage of the misdemeanors remain the same, then you will have 
an additional workload in that area. 


REPAIR AND IMPROVEMENT, FEDERALLY-OWNED BUILDINGS 


Program and financing 


| 1956 actual | 1957 estimate | 1958 estimate 


seca eiiciclelleintria cles academia ieictfimcreraatinguinscieiay they latetiincinmedain anata aE ile natcningrcgmnmnnen 


Program hy activities: | | 
$18, 148,378 | $21,939,114 | $15,417,000 


I, Meintenemece repairs... .:........-----.---------------« 











eS ee eee ees 13, 480, 891 15, 540, 900 | 27, 260, 000 
3. Air conditioning - ----_- keaeoese > dedbusseenesa) ae 963,358 | 18, 138, 200 41, 850, 000 
4. Administrative operations_ -| 465, 999 a | 602, 550 973, 000 
Korn cscnncscccssenscwctianoccee ----| 33,058, 626 | 56, 220, 764 : 85, 500, 
Financing: 

Comparative transfers from (—) other accounts-_--_.--.... —7, 694, 789 | —12,755,000 |_........----.. 
Unobligated balance brought forward__.-.........-.--.--- —56, 627 O06, 204. |... -vitesacvcions 
Recovery of prior year obligations __-...............-.....- PE i cin tancibbehalvadadasn 
Unobligated balance carried forward __---._.........-.-..- BE Ei Uiie a snoukecisoncdnbadevcon 

DAI acheter cccuenmmmadidapge berets rece 26, 150, 000 42, 600, 550 85, 500, 000 
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Obligations by objects 














1956 actual | 1957 estimate | 1958 estimate 
GENERAL SERVICES ADMINISTRATION | 
Total number of permanent positions. ........-.-- ae 16 27 | 27 
Average number of all employees | 13 21 26 
Number of employees at end of year- -- 14 | 27 27 
Average salaries and grades: 4 ° ue’ v7 
General schedule grades: | 
A I aN, 5 creer Li Lak data ki ci telem teil $5, 654 | $5, 927 | $5, 988 
DEVON hn cob mineduchsonten chetwc an GS-7.1 | GS-7.9 | GS-7. 9 
01 Personal services: TTF | he See 
Permanent positions__..._.....-... wt ht cernbeicietl 73, 380 | $124, 000 | $154, 406 
Regular pay above 52-week base_- - pide bo 282 | 594 
chanel tical lactiedies fs |_ pode 
Total personal services... -...-- phhite dinily be 73, 662 | 124, 000 | 155, 000 
02 Travel__._- eaenthe te nities «inten atte niet tame na 140, 118 250, 000 | 450, 000 
03 ‘Transport ation of things ; awd on aaah aeeetan 19, 024 35, 000 50, 000 
a « STE GIT TINIE ios sn ce dgcdnpadisccnscsc- 46, 027 40,000 | 50, 000 
05 Rents and utility services........................-..-.. 3, 433 5,000 | 10, 000 
06 Printing and reproduction tee sce apa eteoiied dkieunke 73, 283 125, 000 | 200, 000 
07 Other contractual services. 22, 846, 420 24, 984, 114 | 30, 107, 200 
Payment to ‘‘Administrative oper: ations fund, Gen- 
eral Services Administration’”’ wit 465, 999 602, 550 973, 000 
Services performed by other agencies_._.._-__. 10, 350 10, 000 10, 000 
08 Supplies and materials._.........- tet ti hin 1, 595, 732 2, 000, 000 2, 000, 000 
09 Equipment ------ photbckanntasiens 141, 890 250, 000 | 375, 000 
10 Lands and structures. _____- 4 Te : 7, 626, 860 27, 785, 000 | 51, 100, 000 
11 Grants, subsidies, and contributions: | 
Contribution to retirement fund_. ae a led Sian IE cians 9, 700 
13 Refunds, awards, and indemnities : 8, 806 10, 000 | 10, 000 
15 Taxes and assessments. --_-.--- stall 22 100 100 
Total, General Services Administration__. i 33, 051, 626 56, 2 220, 764 85, 500, 000 
ALLOCATION TO DEPARTMENT OF COMMERCE 
07 Other contractual services. - - - : diataidinaelall os TEL Rictthcnnnthhinn onurbiliiaiiies 
Ror Sennen 315i sites iss dnd ti Ae 33, 058, 626 56, 220, 764 85, 500, 000 





Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 











IE Seer Bb. ceebacdadechcthieemuibauns * $26, 150,000 | $42, 600, 550 | $85, 500, 000 
Balance brought forward: } 
Unobligated 56, 627 | 865, 214 i? salina ties 
Obligated 4, 540, 081 | 12, 464, 239 28, 730, 003 
Total budget authorizations available inonnonanapee Sil 1a 746, 708 hi 55 , 980, 003 03 | 114, 230, 003 
EXPENDITURES AND BALANCES \- 
7 | | 
Expenditures— | 
Out of current authorizations. -tpnaaidksidaumeteseacin I} 17. 417, 255 K 16, 200, 000 | 50, 000, 000 
a a eee re. ol wbicnsmpeukunenee ae | 11, 000, 000 | 1 25, 000, 000 
I i i i al ini 17, 417, 255 27, 200, 000 75, 000, 000 
Balance carried forward: 
UII 8 Pg oe anice Sule pe ete coe Nae e 865, 214 | tenet) 65 
SUI OUS AA uridebccdnde ce cuuten catasaer eee uae 12, 464,239 | 28,730,003 | 39, 230,003 
Total expenditures and balances 


30, 746, 708 | 55, 930,003 | 114, 230, 003 


y ctuaienea Sie oe 
Mr. Evins. Under “Repair end improvement,” pace 54, vou are 

asking for $85,500,000. This is for revair end improvement of 

federally owned buildings, as against $55,355,550 in 1957, and 

$33,001,999 in 1956. There is a substantial jump in the large items. 

Mr. Reporter, insert pages 54 through 57, and then 53 at this point. 
(The matter referred to is as follows:) 








| 
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Repair and improvement, federally owned buildings 


a ee aN a i aati acl tentsitelnerincnienn sini erwtnp $55, 355, 550 
a lean anak ee el nies ibd oak somiais col np teen ego’ orien +30, 144, 450 
PE i enadds Ao tbe sewiddeatlidesrtiddendh abite os 85, 500, 000 


GENERAL STATEMENT 


“This appropriation provides for repairs, renovations, and improvements 
for over 4,500 Federal buildings under jurisdiction of the Administration for that 
purpose which contain over 101.3 million net square feet of floor space and were 
constructed or purchased at a cost exceeding $1.5 billion. Two major changes in 
this program are reflected for 1958: (1) Work on buildings in and adjacent to 
the District of Columbia formerly provided for under ‘Operating expenses, 
Public Buildings Service,’ is now provided for under this head; and (2) the former 
program of piecemeal repairs, renovations, and improvements of buildings is 
replaced by a program planned to bring all buildings which warrant continued 
future occupancy up to acceptable standards of condition and use during the 
next 7 vears.”” (From the budget for 1958.) 

Buildings covered under this program include assay offices, border inspection 
stations, bullion depositories, Coast Guard stations, courthouses, customhouses, 
mints, office buildings, post offices, Public Health Service hospitals, quarantine 
stations, Veterans’ Administration clinics, and warehouses, 

During 1956, an on-site engineering evaluation survey was made covering 
Government-owned buildings which GSA repairs. It revealed the amount of 
work required for recurring repairs, and the extent of the need for renovation and 
air conditioning. The nature of this work is such that its several elements should 
be accomplished simultaneously at each building, insofar as possible. 

The program proposed for 1958 wil! allow: (1) Continuation of maintenance 
repairs at current level, (2) a change from former piecemeal replacements and 
improvements for meeting most urgent needs to a sustained program of major 
rehabilitation and improvement of buildings over a period of 5 to 7 years, (3) 
continuation of the program initiated in 1957 for major alterations and additions 
to existing facilities to meet urzent space needs and to modernize facilities, and 
(4) expansion of the program initiated in 1957 for permanent air conditioning 
where climatic conditions warrant. 

This estimate for 1958 includes financing of repairs and improvements in the 
District of Columbia and adjacent areas which were previously financed from the 
appropriation “Operating expenses, Public Buildings Service.” This carries out 
the suggestion of the House Appropriations Subcommittee as voiced in hearings 
on the 1957 budget. However, the amounts for each activity are shown separately 
for the work in the District of Columbia and outside District of Columbia. 

The following is breakdown of the total estimate in and outside the District of 
Columbia area: 














1956 | 1957 1958 
District of Columbia Ndi mmanten $7, 589,889 | $12 600,000 $24, 400, 000 
SPEED CINE, «cc canvchvendeccsorenancasccetll 24, 946, 111 42, 153, 000 60, 127, 000 
so Re or nins a a a i a an eel 32, 536, 000 54, 753, 000 84, 527, 000 
IIE CII iss sisi iting 5 cthitiibenesanccancss 465, 999 602, 550 973, 000 
a OO i eeemnonaammnne 33, 001, 999 | 55, 355, 550 85, 500, 000 





APPROPRIATION LANGUAGE 


“Repair [,] and improvement, [and equipment of] federally owned buildings 
[outside the District of Columbia]: For expenses necessary for the repair, altera- 
tion, preservation, renovation, improvement, extension, equipment, and demoli- 
tion of federally owned buildings and buildings occupied pursuant to the Public 
Buildings Purchase Contract Act of 1954 [(68 Stat. 518) outside the District of 
Columbia] (40 U. S. C. 356), not otherwise provided for, including grounds, 
approaches and appurtenances, wharves and piers, together with the necessary 
dredging adjacent thereto; acquisition of land as authorized by title III of the Act 
of June 16, 1949 (40 U.S. C. 297) ; not to exceed [$250,000] $450,000 for eapeneee 
of travel; and care and safeguarding of sites acquired for Federal buildings; 


[$42,565,550] $85,500,000, to remain available until expended: Provided, That 





ee 
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the unexpended balance of appropriations heretofore granted for “Repair, improve- 
ment, and equipment of federally owned buildings outside the District of Columbia’ 
shall be merged. with this appropriation.”’ 

Explanation of changes in language.— Most of the minor changes in language are 
necessitated by the inclusion in this item of work on buildings in the District of 
Columbia. The change in title is to eliminate the ambiguous word “equipment.’’ 
The added language is to avoid the necessity of maintaining separate accounts for 
funds provided before and after June 30, 1957. It also obviates a limitation on 
unobligated balances of prior funds to use only for work outside the District of 
Columbia. 

JUSTIFICATION 


The scope of maintenance repairs and the long-range program for renovation and 
air conditioning of Government buildings is based upon a detailed engineering 
evaluation survey. Completion of this long-range program will increase the 
efficiency of activities occupying the buildings and warrants accomplishment over 
a period of not more than 5 to7 years. The justification for the portion of each of 
the several items to be undertaken in 1958 follows. 

“1. Maintenance repairs.—Normal recurring needs for repairs to buildings and 
equipment generated during 1958 are provided for. Reduction from comparable 
amount for 1957 reflects abandonment of the former provision toward ‘catching 
up with the backlog’.’”’ (From the budget for 1958.) 





} 














1956 1957 1958 
er ee er Pe TY . eer. tail re Pe Tt er etre =r, TP P 7 TEt may ‘| oT? aro. 
Area of buildings in repair program (net square feet): | 
In District of Columbia. 26, 300, 000 26, 200, 000 | 26, 300, 000 
Outside District of Columbia... __- nod ‘ 75, 000, 000 75, 000, 000 | 75, 000, 000 
Total a cis wed ; Jn ckbetaree 101, 300, 000 101, 200, 000 101, 300, 000 
Unit cost: | pe ea a : | Sa ri 
In District of Columbia._. , = iol $0. 173 $0. 180 | $0. 160 
Outside District of Columbia at naan .181 237 . 150 
Entire activity: 
In District of Columbia__. : sce _| $4, 547, 223 $4, 200, 000 $4, 200, 000 
Outside District of Columbia - : 13, 601, 155 17, 739, 114 | 11, 217, 000 
Total fathaie Sh che eae ee E . 18, 148, 378 21, 939, 114 | 15, 417, 000 
Financed from— | | 
Prior year balance. -____---_----- PEEL wert —31, 627 | —221, 114 
New obligations authorized. cpcrenatuiinenmioeds atte idadeialhess ae 21,718, 000 | 15, 417, 000 


| 


The amount requested for 1958 will provide about 15 cents per net square 
foot for the types of repairs to buildings and their equipment which are essential 
for day-to-day operation. The reduction in unit cost from 1957 for repairs out- 
side the District of Columbia is due largely to the fact that in 1958 costs previously 
applicable to the backlog are included under renovation projects in item 2. In 
addition, certain recurring maintenance repairs to buildings in which renovation 
projects will be actually under way will be accomplished as part of such renovation 
projects. 

‘2. Renovation projects.—The estimate of $27,260,000 for 1958 provides for 2 
programs: (1) $22,860,000 for the first year of a 7-year program of renovation 
and modernization of buildings, exclusive of air conditioning, estimated to cost 
$144 million phased at equal amounts for 5 years with substantial reductions 
thereafter; and (2) $4,400,000 for special renovation projects to provide for 
certain requirements for additional space to be met by (a) converting to general 
office use, space in buildings which becomes excess in their present condition, 
(b) extending existing buildings, and (c) remodeling for office use 3 hospital build- 
ings which will be turned over to the Government upon completion of the Hospital 
Center in the District of Columbia.” (From the budget for 1958.) 


88278—57—pt. 2——-5 
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1956 | 1957 1958 

(1) Renovation projects: 
In District of Columbia-................-...-.-.------ $3, 042, 666 | — $3, 900, 000 $8, 200, 000 
Outside District of Columbia___-__.-_-__-..---.------ 10, 438, 225 qy 640, 900 14, 660, 000 
WORE DGIA 9S Beinigisect lo y Meso | 13,480,801 | 11, 540,900 | 22,840, 000 

Financed: from: 

PUROE WORT WONMIINR 6 iy <cithns os ein 3 a5 bcs es cad - see — 25, 000 | —505, 900 |___.---..- 5h 
New obligational authority. -_...............-.---.----- 13, 455, 891 fs ul, 035, 000 22, 860, 000 
(2) Special projects: Ee LEOy OLEH BROS wary 
In District of Dolumbia__------- win nip bila eb diel ks Suvtaah siidbbiowseusaphis }cnidedie 24 2, 000, 000 
ey MUS Gn Cn acids oaks enaeene spencer 4, 000, 000 2, 400, 000 
Mee Ahidd. Joss td ei Lose Gl 4, 000, 000 "4,400, 000 
Grand total.............--...- oa ee oa | 43, 455, Ba ~ 15,035,000 | 27, 260, 000 





(1) Renovation projects—The engineering evaluation survey revealed that 
some buildings are obsolete due to poor arrangement, location, condition, over age 
and high operating costs. After eliminating these and other buildings which it is 
planned to replace under the lease-purchase program, it was found that renovation, 
rehabilitation, and modernization, exclusive of air conditioning and related 
alterations, will cost approximately $144 million. 

Financing in millions of dollars required for accomplishment of these renovation 
yreqeete is en by fiscal years as follows: 























| Fenced | 
Total 1957 | 1958 1959 | 1960 | 1961 | 1962 | 1963 | 1964 
| | 
ee cia ae he es ee —-|—--—-|— SS 
In District of Columbia-- - -- $47.7 $3.9 $8. 2 $8.9 $8.9 $8.9 I. 
Outside DistrictofColumbia_ 96. 3 we 14.7 14.0 14.0 14.0 3 o| _ $9. 3 2 
We: SIS 144.0 11.0 22.9 22.9 22.9 22.9 22. 9 om 





A typical selection of renovation projects proposed for financing under funds 
requested for 1958 is shown in column 2 ‘‘Renovation projects”? on exhibit A at 
the end of this justification. To the extent possible, air conditioning and renova- 
tions in the same building are planned for simultaneous accomplishment to effect 
economies and to reduce the duration of inconvenience to tenants. For buildings 
in zones A and B scheduled for later air conditioning, but where the physical con- 
dition demands immediate attention, renovation work will be limited to items 
such as replacement of roofs, floor surfaces, elevators, etc. Renovation work 
directly associated with, or most economically performed with, the air condition- 
ing will be deferred until both can be financed and scheduled at the same time. 
All needed renovation work for buildings in zone C, where air conditioning is not 
planned under the current long-range program is proposed over a period of 5 years. 

(2) Special projects.—In addition to the long-range renovation program above, 
economical solutions of local space problems can be made by special renovation 
projects, such as adaptation of space vacated by the POD and other agencies to 

eneral-purpose use. The estimate for 1958 includes $4,400,000 for that purpose. 
Exhibit B at the end of this justification sets forth a tentative list of projects 
which may be accomplished under this item including the remodeling of 3 hos- 
pitals in the District of Columbia which will be turned over to the Governm nt 
upon completion of the new hospital center. In some cases it may be found 
advantageous to the Government to make substitutions for some of the projects 
listed. 

“*3. Air conditioning.—The estimate of $41,850,000 for 1958 provides for the 
first full year of a program of air conditioning Federal buildings where warranted 
including related alterations. The program is estimated to cost $328 million, of 
which $18 million was provided in 1957 to initiate the program. The remainder 
is programed over 7 years similar to the preceding activity’? (from the budget 
for 1958). 
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pa eeniteetiamiaiioatpe ~| wu a + ae 

Te GIES On CONFI on nn nc conde wncahagubsasowae | Deiedaaaees | $4, 500, 000 $10, 000, 000 

Outside the District of Columbia. ...........-.-..-----------. $963. 358 |. 13, 638, 200 31, 850, 000 

Geter driact oul bh sea Ries MERE Te 963,358 | 18,138,200 | 41,850,000 
Financed from— | 

Pilar Segmpmblanee 2! 5-52 5,2 k et Sk ad ed Piidiah «lebih | — 138, 0 1, OU. 2isai dl 

- — EE a a ee 

TUG EIEN GERRETIEY... «5.52. oceanic cwap<oeerdeds | 963, 388 | | 18, 000, 000 41, 850, 000 


| ' 
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Engineering studies have been made of each building in zones A and B which 
warrant air conditioning. Cost estimates have been made covering the installa- 
tion of the type of air conditioning appropriate to the building and the local 
climatie conditions. The total cost of the long-range program is estimated at 
$50 million for buildings in the District’ of Columbia, which is programed over 5 
years, and $278 million for buildings outside the District of Columbia, which is 
programed over 7 years. 

The following chart shows the areas included in zones A and B. 


Summary reconciliation of 1958 estimate to 1957 funds 


A. 1957 appropriation in annual act_-_.......-.-_.--- $42, 565, 550 
1957 supplemental appropriation (Public Law 814, 84th Cong. ) 35, 000 
Comparative transfer from ‘‘Operating expenses, Public Building 


Service”’ (work in the District of Columbia) _ ~~ - - - RA sacred 12, 755, 000 
Comparative total for 1957 (new obligational authority) 55, 355, 550 
B. Decreases in 1958: Adjustment in amount for maintenance re- 
pair to be accomplished as part of renovation projects_ -- - -- ana 301, 000 
C. Increases in 1958: 
Renovation projects: Expansion in line with 5-year pro- 
gram in the District of Columbia and 7-year program 
outside the District of Columbia and certain maintenance 
repairs, as part of renovation contracts.___..-....----. 11, 225, 000 
Additional required for special ‘projects, largely conversion 
of 3 District of Columbia hospital buildings_--—--_---- 1, 000, 000 
Air conditioning: Expansion in line with 5-year program in 
the District of Columbia and 7-year program outside the 
prbrict of Cichniee. «2. SS as EL. Sas 23, 850, 000 
Administrative operations to support program expansion, 
of which $51,600 is for payment to retirement fund_-_-_ 370, 450 


36, 445, 450 





ee ae 85, 500, 000 





Total estimate:for 1958. _...........-.. 


Analysis by activities 











1957 Deductions Additions 1958 
1, Maintenance repairs__.--.-...----- ---| $21,718,000 $6, 301, 000 | $15, 417, 000 
2. Renovation projects -.......-....--- | 15,035,000 |...-....- | $12, 225, 000 27, 260, 000 
3. Air conditioning_ ___- sipleiteb ih | 18,000,000 been 23, 850, 000 41, 850, 000 
4. Administrative operations. --. -- 602, 550 | __- 370, 450 | 973, 000 
eS A aE Py ee 55, 355, 550 6,301,000 | 36, 445, 450 85, 500, 000 
| 


Mr. Evins. Tell us what you are going to get accomplished. 

Mr. McConrme. Mr. Chairman, ‘this increase is due to the fact 
that we have not been taking care of these buildings properly in the 
past 10 or more years. This estimate is based on a survey of the 
needs to place the Federal buildings in proper state of repair. We 
are responsible for repairs to over “4,500 buildings that involve 101 
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million net square feet of space. This estimate provides for part of 
a 5 and 7 year program of necessary repairs, renovations, and air 
conditioning. 

Mr. Evins. A hundred million square feet and you are proposing 
a 5 to 7 year program. Out of $85% million for the next year how 
much do you anticipate this will run over the 5-year period? 


TOTAL COST OF RENOVATION PROGRAM 


Mr. Poorman. Sir, we have a tabulation on the bottom of page 
56 which indicates the total renovation program to be in the order of 
$144 million and on page 58, which indicates the air-conditioning 
program in the order of $328 million. Both of these figures are the 
result of a comprehensive engineering survey of these 4,500 buildings, 
during which we identified and excluded the obsolete buildings. We 
have eliminated the old bugaboo of ‘backlog of maintenance work” 
that has been discussed with your committee in the past, wrapped it 
all - into a single package and plan to accomplish it within 5 years 
in Washington and within 7 years outside of Washington. 

Mr. Evins. Five years in Washington and 7 years outside. I 
believe the listing of the buildings would be voluminous. 

Mr. Poorman. This committee has consistently in recent years 
emphasized the need for this program. 

We feel that this approach is substantially along the lines that the 
committee felt was justified in order to get on with the entire program, 
based on an engineering evaluation of each individual building. 

I might say in passing that those engineering evaluations, one of 
which I have here, do represent a comprehensive survey showing 22 
different items that go to make up the building as a whole. These 
are up-dated each 2 years, so that as succeeding budgets come in they 
will be current as of that specific time. 

Mr. Evins. You estimate the value of 4,500 buildings as $1.5 
billion. 

Mr. Poorman, That represents the acquisition cost. Their value 
now could well be—well, at present-day market prices it would cost 
you from $15 to $20 a square foot and there are over 100 million 
square feet. We make no attempt to put a fair market value on 
these buildings unless we are going to dispose of them. 

Mr. Evins. It makes good sense and certainly good business to 
keep your property in a good state of repair. 


ALLOCATION OF PROGRAM INSIDE AND OUTSIDE DISTRICT OF COLUMBIA 


How does this expenditure break down with respect to outside the 
District and in the District of Columbia? I would like that in round 
figures and individual cost. 

Mr. Poorman. The figures are shown in detail at the bottom of 
page 55, at the bottom of page 56, on page 58 and are summarized on 
page 54. 

Mr. Evins. Mr. Poorman, will you please give us a general state- 
ment as to the amount of money expended in the District as com- 
pared with outside the District. In round figures, a general estimate. 

Mr. Poorman. Page 54 shows in 1956, in the District, $7.5 million; 
outside, $25 million, for a total of $32.5 million, exclusive of adminis- 
trative costs. 


t 
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In 1957, $12.6 million in the District and $42.2 million outside the 
District and in 1958—and incidentally this is the first year we have 
put the two together in the budget—-$24.4 million in the District and 
$60.1 million outside, a total of $84.5 million. 

Mr. Tuomas. Now, go one step further and break it down into 
maintenance, renovation and air conditioning. 

Mr. Poorman. Maintenance repairs is shown at the bottom of page 
55. The total space in 1956 was 101,300,000 net square feet. The 
total expenditures, including that financed from prior year’s balance 
was $18,148,378. In 1957, the space is 101,200,000. The total amount 
of money is $21,939,114. We were then still working against this 
“backlog of maintenance.” 

In 1958 we have 101,300,000 square feet and the maintenance item 
has dropped to $15 million since we have put it on a current basis by 
ignoring the “‘backlog.’’ We will also cover some otherwise mainte- 
nance repairs in buildings where we do a renovation project. 

The renovation projects shown in the tabulation in the center of 
page 56, indicates in 1956, in D. C., $3,042,666; outside D. C., $10,- 
438,225, a total of $13,481,891. In 1957, in D. C. we show $3,900,000; 
outside the District of Columbia, $7,640,900, or a total of $11,540,900. 
The proposed program in 1958 shows $8,200,000 in the District, 
$14,660,000, outside, a total of $22,860,000. The special projects are 
slightly unique. These we have developed only for 1957 and 1958. 
These will be additional special projects which include the extension 
and remodeling of buildings when the result of the surveys currently 
under way thoroughly established those as justified. 


AIR-CONDITIONING PROGRAM 


The air-conditioning is shown in the tabulation on page 57. You 
will recall that in 1956, outside of a nominal amount for Federal 
court space, we were not successful in bringing a budget to you which 
included any money. In 1957 we got a start with $4.5 million in the 
District, $13.6 million outside the District, a total of $18.1 million. 

Then, in 1958, the first year of the proposed 5 to 7 year program we 
are proposing $10 million within the District, $31,850,000 outside, a 
total of $41,850,000. 

Mr. Evins. Is this air-conditioning work all being done by contract, 
Mr. Poorman? 

Mr. PoorMan. Substantially all. 

Mr. Evins. Has it been by competitive bidding? 

Mr. Poorman. It will be by competitive bidding. 

Mr. Evins. It will be? It hasn’t been? 

Mr. Poorman. What has been done is competitive bidding and 
what is to be done will be competitive bidding. 

Mr. THomas. What about that unit cost of the air-conditioning? 
You are going to have a lot of questioning on that. 

Mr. Poorman. The unit costs at the top of page 59 are those shown 
last year. They were the result of some typical plans that were 
forwarded to three firms and we received bids on them. 

Your committee questioned those prices at that time. We have 
rechecked them and they have told us that the market is up approxi- 
mately 12 percent. We have elected to keep the same prices, inas- 
much as this was the initiation of a program and while we have 
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limited information that would tend to justify these prices, it is not 
significant enough for us to tell you categorically that it ought to be 
thus and so, instead of these prices. 

Mr. Evins. Put in the record the table at the top of page 59 down 
to the middle of the page, including the four types of air-conditioning 
systems. 

(The information requested is as follows:) 


1958 phase of long-range programs for renovation and air-conditioning 


Types of air-conditioning systems 





| 
ee a 























Total 
II Ill IV 
Total air-conditioning, square feet _----_---- 3, 108,157 | 3,017, 087 1, 360, 428 601, 830 8, 087, 502 
Average unit cost (preliminary) !.........-. $6. 10 $5. 10 $4. 10 $3. 20 $5. 17 


Metimated total ccie lil si lec sca. $18, 959, — 386, 800 | $5, 578, 100 $1, 925, 700 hon 850, 000 
| { 


1 Estimated unit cost includes related building alterations. 


Description of the 4 types of air-conditioning systems follows: 

Type I. High pressure, all-year-round air-conditioning for perimeter areas 
with individual room control for summer and winter. Existing radiators to be 
removed. 

Type II. Low velocity duct system with return air ducts. Existing radiators 
retained for winter heating. Zone control for entire building. Ventilating air 
to be tempered. 

Type ILI. Low velocity duct system with simple or no return air ducts. Pack- 
age air-conditioning units. Existing radiators retained for winter heating. 
Zone control for entire building. 

Type IV. Package air-conditioning units for cooling only—no air tempering, 
simple supply ducts. This type is used for large, open spaces, and for smaller 
buildings or portions of buildings. 

Mr. Tuomas. Is that a square-footage cost? 

Mr. Poorman. Yes, sir, with equipment, structural alterations, 
and so forth. 

Mr. Tuomas. What will it cost to erect the whole building per square 
foot it it costs $5 to $6 a square foot for air-conditioning? 

Mr. Poorman. It will be $17 to $22 a square foot depending on how 
complex it is. 

Mr. Boxtanpb. Do you find costs are increasing over the past 3 or 4 
years for renovation work? 

Mr. Poorman. Yes, sir. 

Mr. Bouanp. You have $41,850,000 for air-conditioning. Why 
can’t we eliminate that item altogether from the 1958 Budget and 
wait until costs come down? They are bound to come down when we 
get to a spot in the economy where industries and consumers are not 
bidding against each other for men, materials, and services. Why 
can’t we eliminate this completely? We have gone on now for I 
don’t know how many years without air-conditioning in the partic- 
wlar zones that are recommended for air-conditioning. Why can’t we 
disallow this item completely and save $42 million and wait until there 
is an opportunity to put this program into operation when the material 
is bound to be less expensive—and it will be. 

Mr. McConrnz. I think, sir, that air-conditioning is so important 
to the operation of a building, and it is so considered in private indus- 
try, that in private industry you could hardly engage a stenographer 
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or anybody to work in a building unless it is air-conditioned, particu- 
larly in high temperature humidity locations. 

Mr. Botanp. We have been domg it for years and years. 

Mr. McContnz. I believe the Government has been suffering by 
it. Many of the buildings in Washington are not air-conditioned and 
they let them out at 2 or 3 o’clock in the afternoon on hot days. 

Mr. Botanp. That is probably true, but at the instant moment, 
the taxpayer is suffering and here is an opportunity to eliminate a 
cost for fiscal year 1958 which will be substantially reduced in the 
not too distant future when we get away from the period of inflation 
in which we now live. 

I have no objection to it, 1 think it is good and it ought to be done, 
but I think there is a time and a place to do it. 

This is not the year that appeals to me as the time to do it. This 
is the time to eliminate this kind of a—it is not a luxury and probably 
it is a requisite, but not at this time when we have to pay a lot more 
for material and services than we would in maybe | or 2 years. 

Mr. McContne. I think that is very conjectural, sir, as to whether 
wages and materials are going down or will level off or go up. 

Mr. Botanp. Do you think we will continue in this spiral? How 
long do you think we can continue at the rate that we are going? 

You say it is conjectural. Of course, it is conjectural but prices 
are hound to come down. 

Mr. Fiorrr. They have been going up, sir, for 20 years. 

Mr. Bouanp. But we are starting to reac h the point now where 
they can’t go much higher unless something happens and if something 
happens they will come down with a real bang. Then, you can get 
air-conditioning probably for nothing. 

I throw it out as a point where this is an opportunity to save millions 
of dollars over the long run. 


AIR-CONDITIONING POST OFFICE LOBBIES 


Mr. Jonas. Right along that same line, do you plan to air-condition 
vestibules in post offices? 

Mr. Poorman. I am not sure how your screen lines are and whether 
or not you can isolate it. 

Mr. Jonas. Of course, you can’t if your partitions go up just half- 
way. 

Mr. Poorman. The post office trend is toward that. 

Mr. Jonas. You have $1,360,000 to air-condition the post office 
in Cincinnati. 

Mr. Poorman. That is more than a post office, sir. That building 
also has court facilities. 

Mr. Jonas. At a million and a half dollars. I would like to know, 
though, how many of these cases involve air-conditioning post office 
lobbies. 

Mr. Poorman. I think, generally speaking, the lobby should go 
with the building because the windows and the screen lines are not 
designed for separate operations. There would be considerable 
work to fix them so they could be isolated. Also, such steps would 
prevent modernization of screen line by, Post Office Department and 
could require substantial changes in heating and mechanical equip- 
ment. 
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Program by activities: 


Program and financing 





Expenses, Purcuase Contract Prosects 





1956 actual | 1957 estimate | 1958 estimate 









































| Ee ED Stet a megl ccnecglonksnnnsacacteuyedes $1, 014,001 | $10, 000, 000 $11, 300, 000 
| 2. T’esign, engineering, etce....................-.--....-.-- 2, 448, 994 6, 191, 014 7, 700, 000 
os I REO OI ooo oad och nnnansinntalangoagdbebsesaloncepecbhanenda 533, 000 
: 4. Program development and administration. ...........-- 122, 698 250, 000 303, 000 
5. Administrative operations.._._.............-.-...-.--.- 51, 902 141, 000 164, 000 
| a cl 3, 637, 595 16, 582, 014 20, 000, 000 
| Financing: 
. Unobligated balance brought forward...............-...--]-----..--.---- —11, 582, 014 |...-.-...--... 
Unobligated balance transferred (69 Stat. 458) from— 
“Sites and pennies, public buildings outside the Dis- 
i trict of Columbia, General Services Administra- 
ain iia tiie Ee inl de ai SD Iie hae erick dns tcdinciins sésiale 
“Construction, purchase, remodeling, and designing, 
buildings outside the District of Columbia, public 
buildings, General Services Administration’’_....... DEE Eccuednnccugoed Bothnia 
Unobligated balance carried forward-.......-.........---- 937008, 024 fiz ..3i lieu feudasiit iad. 
Appropriation (adjusted) ................--.....------.- 11, 550, 000 5, 000, 000 | 20, 000, 000 
Obligations by objects 
| 
1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions.......................-- 15 40 40 
Average number of all employees. ._..................-.-.-.-- 9 28 35 
Number of employees at end of year_ ...-...-.-.-.......-.-.-- 14 | 33 | 33 
Average salaries and grades: 
General schedule grades: 
en cen i nceadhnueemed hth baidibhed $6, 326 $6, 380 $6, 083 
ee eéakduwheuse GS-8.4 GS-8. GS8-8.5 
01 Personal services: 
NG oi. 2. ik nddbesanceweeeliddndesds $50, 718 $167, 000 | $218, 200 
Positions other than permanent__.....-..........----. EE tat cca natine keane 
Regular pay above 52-week base. ...........-.--..---- SE Tit stsbt venti 800 
Payment above basic rates__..........-......-..----- A sd bd iicclocoieminws sare 
TR RR BOUNCE nn cd ttle nsehdndcseces 53, 413 167, 000 219, 000 
02 Travel___-_-_- PEL de eT EL ad diem pccdvokududduahnatigedacdba 9, 709 100, 000 200, 000 
eet FE OSE WE WEI, oc ci ced deca diceccccicsceses 12 10, 000 35, 000 
04 Communication services. .............-.-- alsician dik Unite delta 721 5, 000 15, 000 
06 Printing and reproduction --.................-..-.-.--..-- 37, 163 200, 000 300, 000 
07 Other contractual services _-_................-.-. einai 2, 467, 025 5, 936, 814 7, 464, 100 
Payment to ‘Administrative operations fund, Gen- 
eral Services Administration’”’_...................--- 51, 902 141, 000 164, 000 
Services performed by other agencies_.._..........-- oat 317 2, 000 4, 000 
laa aac necencabubbbeencnedne | 253 | 5, 000 15, 000 
A a gn 8s 8k ce needngnanian | 2, 140 15, 000 270, 000 
WO Tames Ope OETION tS tos 82 ek Ah dee. 1, 014, 901 10, 000, 000 11, 300, 000 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund .................--.--|--~-----------|------------- 13, 700 
er er Oe SIN. chante secs Scbuconcconcwebsinusegae | 39 | 200 200 
OGRE COMMA IUNID. 2 cn cccccnvascdstsutpecdncdenccswcephs 3, 637, 505 16, 582, 014 20, 000, 000 
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Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 





BUDCET AUTHORIZATIONS AVAILABLE 


I ns se nk ed ogutaenccencnpnhaccstpousogee $15, 000, 000 $5, 000, 000 $20, 000, 000 
Transferred (70 Stat. 165) to— 
“Acquisition of land and building, Chieago, T1l., Gen- 
eral Services Administration’’...._.....--.---.--.--...- —3, 000, 000 
“Expenses, general supply fund, General Services Ad- 
rome orm TY RINNE wnt Fh RUNNER NN SP EP TON PTET —450, 000 |....-... dedecd iL eA 


AERIEID. DRURTOR ne nanee cane inevdamadeeeeons= 11, 550, 000 5, 000, 000 | 20, 000, 000 
Balance brought forward: 
TD UOMIE SL. USL oad oi ee A ak 11, 682;094 }.0 sucka 
INNS 955 5 his abide thd ~< dana ~ ochre meer eqyece kursle<dnepenhneees 2, 370, 349 5, 452, 363 
Balance transferred (69 Stat. 458) from “‘C onstruction, pur- 
chase, remodeling, and designing, buildings outside the 
District of Columbia, public buildings, General Services 
Administration”’: 
CORIO OS ala atin cadaek cont ash entiodineonshaesy | 


Obligated. .._- 
at. 458) from “Sites and planning, 
ublic buildings outside the District of Columbia, General 
ervices Administration’: 









199, 425 





I noo ara aint eennwineetincsananmn DL EEUEEE Tcondtersmane<ocindbeniaiamnnna 
selena toate c-ecioneee Aesteeabllon &aaneines tacweedene uate SPR OO Lhe desea stpebsts once dpaael 
Total budget authorizations available. ............-..... 15, 525, 000 18, 3, 952 368 | Ss 452, 363 





EXPENDITURES AND BALANCES 





Expenditures— 
Out of current authorizations. .........-.-...-----«c.«-<- 1, 572, 637 1, 500, 000 11, 000, 000 
ee OG SEE GUE ONND, 2: cece acchscbdahuscecebabugentbactiendbamaak 12, 000, 000 5, 000, 000 
Total expenditures i, 572, 637 “13, 500, 000 16, 000, 000 
Balance carried forward: 
Unobligated.__......... Bi TOE ONG bon cinttessndcee 





cn el Ee Nh Lh Gabel tana dhblsbneabidabiabtadsabeledane 2, 370, 349 | 





Total expenditures and balances.-_...........--....----- 15, 525, 000 | 18, 952, 363 25, 452, 363 





Mr. Evins. Let us consider the “Sites and expenses, purchase 
contract projects.’”” This is an area of much interest and I am not 
sure of how much activity. There is a lot of interest. 

I suggest, Mr. Reporter, that we place in the record the justification 
statements, page 74 through 77. 

(Pps. 74, 75, 76, and 77 of the justification follow:) 


Sites and expenses, purchase-contract projects 


1957 - ‘ PAE — ESS hind pre pe ead edie Es olgid oo> ce =a 
Proposed suppleme ntal eile ah heeft mtleicbed aeueteed . +10, 000, 000 
Total _- , Sata aa 45 5, 000, 000 
Change- ----- . 7 a i oct gi -alliiiealia .-.-. +85, 000, 000 
1958 ; cat 20, 0 000, 000 


GENERAL STATEMENT 


“This program provides for site acquisition, design, construction, supervision, 
and temporary provisions for agencies displaced by construction, and other pro- 
gram expense in connection with the acquisition of buildings to be financed with 
private capital and acquired by the Government through lease-purchase arrange- 
ments. 

“To date, 97 projects estimated to cost $665 million have been fully approved, 
of which 71 projects costing $574 million were approved subsequent to prepara- 
tion of the budget for 1957. The overall 1957-58 program under existing legisla- 
tion contemplates site acquisition, contracts for design, and other incidental 
expense for projects costing $580 million which will require a supplemental esti- 
mate during 1957 of $10 million and $20 million re quested for 1958. 
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“Funds required for payments to contractors are provided under ‘Payments, 
public buildings purchase contracts, General Services Administration’.’’ (from 
the budget for 1958). 


APPROPRIATION LANGUAGE 


Sites and [planning] expenses, purchase contract [and public buildings] 
projects: For an additional amount for expenses necessary in carrying out the 
provisions of the Public Buildings Purchase Contract Act of 1954 ([(68 Stat. 518] 
40 U.S. C. 356), not otherwise provided for, including preparation of drawings and 
specifications, by contract or otherwise; acquisition of sites, [where not otherwise 
provided for,} including soil investigations and tests; rental, alteration, and repair 
of temporary space required for activities displaced from buildings located on sites 
to be utilized for purchase contract construction; restoration of such leased premises; 
moving Government agencies to such temporary premises or buildings completed under 
purchase contracts; furnishings and equipment; and administrative expenses; 
[$5,000,000] $20,000,009, to remain available until expended.” 


Explanation of proposed changes in appropriation language 


Experience gained in operating the program to date discloses the need for 
specific provision for certain expenses in connection with projects other than 
sites, plans, and administration. The proposed change will cover costs involved 
in providing temporary quarters for activities which must be displaced during 
construction; moving activities into the temporary quarters and to completed 
buildings; and providing standard general purpose furnishings and equipment 
where that available is either insufficient or inappropriate. 

These costs are incidental to the initial occupancy of new facilities rather than 
normal utilization transfers and related equipage, and for that reason are directly 
attributable to the cost of providing the purchase contract buildings. Costs 
of this nature are generally provided for in appropriations for construction of new 
buildings. It is therefore proposed to continue this practice by financing such 
costs under the “Sites and expenses’’ appropriation in lieu of under “Operating 
expenses, PBS.” 

Furthermore, the no-year characteristics of the ‘‘Sites and expenses”’ appropria- 
tion offers greater assurance that funding will be available when required. Un- 
certainties in developing firm completion of construction schedules introduces an 
element of doubt as to timing. Because of this doubt provision of such funds in an 
annual appropriation is not feasible. 


, 


JUSTIFICATION 


Scope of program.—The total program through 1958 under existing legislation 
is based on the phasing of projects estimated to cost $900 million exclusive of 
interest, taxes, and certain indirect administrative expenses. Further increase 
of this program is dependent on an extension of the project approval authorities 
which, under existing legislation, expires in July 1957. It is proposed to request 
extension of the legislation and it is estimated that under the extended legislation 
the scope of the program through 1958 will be increased to $1 billion. 

As compared to a total program of $1 billion, projects totaling $665 million 
were fully approved by the 84th Congress; projects totaling $58.4 million are 
pending approval or amendment by the Senate; and the remaining projects 
totaling $276.6 million are proposed for submission during the 85th Congress. 
While these latter projects are included in the summary program data in order 
to bring all elements in balance, no funds are included in this estimate for their 
site and design expenses. 

Specific projects included in the total program, and estimates for new projects, 
are set forth in exhibit A. 

The following summary shows the total program presently contemplated and 
phasing by fiscal years: 
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Summary program data 























Total Through 1957 1958 Later 
1956 
1. Status of project approvals: 
Costs included in prospectuses: 
Currently approved_.--.--- $665, 005, 989 |$156, 741,489 | $508, 264, 500 |... _. nian licen 
Pending approval or 
amendment by Senate 
Public Works Com- 
SI areal ara osaiei oui GR ORR C60 fo. 8c cnogun OR00B, COIN . cnet. Binns ice 
To be submitted during 
ist sess., 85th Cong Bie GEUNEEL 1eséscauce<oos Ree GSA; G81 bs oc cites BS. > 
To be submitted during 
2d sess., 85th Cong___-_- 100, 000, 000 |.....-.----. oensihébangne UL OEE Eeocidiiieaws “ 
Gabeteh« dtbsctisisiccs 1, 000, 000, 000 | 156, 741,489 | 743, 258,511 | 100,000,000 |__.....- — 
Indirect costs not included in 
prospectuses................-| 12,910,000 211, 983 | 620, 000 1,000,000 | $11,078, 017 
ee eee —} = — ao emespsuees | = 
Grand total program...._._}1, 012,910,000 | 156, 953,472 | 743,878,511 | 101,000,000 | 11,078,017 
2. Award of purchase contracts: co (ae tT 
Currently approved 2 | 501, 535, 659 1,839,000 | 58,161,000 | 235,000,000 | 296, 535, 659 
Pending projects... .....-....-- GR, GOR ia bit lan 50s becca Sihasinsscthbbald §1, 348, 000 
Projects to be approved dur- | 
ing— | 
Ist sess., 85th Cong........| 156, 753, 011 |........-..--|..------ nn-|s----enca--=+} 156, 753, O11 
2d sess., 85th Cong_.._...-- 88, 850, 000 |......- -|-------------]--- 88, 850, 000 
TUR... kc<ncnnndited BL -| 888, 486, 670 1, 839,000 | 58,161,000 | 235,000,000 | 593, 486, 670 











Of the total cost of $1,012,910,000, $888,486,670 represents costs which will 
be financed under appropriations for ‘‘Payments, public buildings purchase 
contracts” during the life of the contracts, $3,480,330 represents value of sites 
previously acquired, and $120,943,000 is for direct and indirect costs to be financed 
from appropriations made to this ‘‘Site and expenses’’ item discussed below. 

Fund requirements.—Acceleration of the project approval phase during the 
last session of the 84th Congress has generated fund requirements substantially 
in excess of the base upon which the 1957 budget was developed. Some progress 
toward bringing the program in line with these approvals will be provided by a 
proposed supplemental appropriation of $10 million in 1957, provision for which 
is made in the budget under the head ‘‘Proposed for later transmission.’ This 
amount together with the $20.5 million previously made available, or $30.5 
million in all, will provide site, design, and related expenses for projects costing 
$363 million, or about 50 percent of the $723.5 million currently approved and 
pending. 

The estimate for 1958 under existing legislation requests $20 million to provide 
site and design costs on an additional 30 percent of the $723.5 million volume of 
approved and pending projects. This will increase the coverage from $363 
million for the supplemented program for 1957 to $580 million in 1958; the re- 
maining $143.5 million is to be provided later. 
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The phasing by year of elements of costs to be financed from this appropriation 
as related to the total program is shown in the following summary: 



































Total Through 1957 1958 Later 
1956 | 
Direct costs included in prospectuses: 

1. Site acquisition... ................. $55, 011, 000. | $1, 014, 001 | $16, 079, 000 |$11, 300, 000 | $26, 617, 999 
DFR AR biericdreesncnacesstes 53, 022, 000 | 2,717,002 | 9, 883,014 | 7, 700, 000 | 82, 721, 984 

(a) Drawings and specifica- 
tions _- -.| 40,048,000 | 2,703,979 | 9,683,014 | 7,000,000 | 20, 661, 007 

(6) Construction “supervision, 
SR esigcetnllnek-i geo van Mea 12, 974, 000 13, 023 200, 000 700,000 | 12, 060, 977 
Total direct costs..........| 108,033,000 | 3, 731, 003 25, 962, 014 | 19, 000, 000 | 59, 339, 983 
Indirect costs not included in prospec- 0 hi Z 

tuses: 

3. Rents, moving, ete.____- 329°; 6000 1.5 -2---%-- 229, 000 533, 000 9, 723, 000 

4. Program development and admin- 
istration. ____- peewe 1, 425, 000 159, 009 250, 000 303, 000 712, 991 
5. Administrative operations.._.-._. 1, 000, 000 52, 974 141, 000 1€4, 000 642, 026 
Total indirect costs. ............- 12, 910, 000 211, 983 620, 000 1, 000, 000 _ it, 078, 017 
Total to be financed from this oe af ae 
ae tockctenslae tinted etctoevicnintnencciesdnatioe 120, 943, 000 | 1 3,942,986 | 26, 582,014 | 20,000,000 | 70, 418, 000 





' Includes $305,391 obligated during 1955 and $3,637,595 obligated during 1956. 


Reconciliation of total ‘‘Sites and expenses’’ costs with current appropriations and 


estimates 
Total “Sites and expenses” (see preceding page)____..__.___-.--- $120, 943, 000 
Deduct amount programed after 1958 (see preceding page) - - - -- — 70, 418, 000 
Appropriations required through 1958_..........-_.----- 50, 525, 000 
Funds made available: 
Appropriated: 
merenen G62. Uris scodi olive selves $15, 525, 000 
Rmapeeueet. ull sd aelllin: Juz 36 yaiseiun 5, 000, 000 
—_—————_ 20, 525, 000 
NaGinenved halancée. 2020 bos. sce ble bier ds 30, 000, 000 
Proposed financing: oN yee eae reas 
Bee SUMINNIMONEAL ciasiu ac ollslogol sud lice cedunr ecole 10, 000, 000 
SGm omamebs OS el to jaa JL lecuiiibis ..-....... | 20, 000, 000 
ees obo 0bs2.gi GAL sel swesnos sLuxushusue 30, 000, 000 


The 1958 budget estimate of $20 million includes $19 million for direct expenses 
applicable to specific projects and which are provided for in the authorized limits 
of costs in the prospectus for each project and $1 million for indirect costs applic- 
able to the overall program and not included in the project prospectuses. Follow- 
ing is explanation of each item included under these headings: 

Direct costs.—$19 million. 

1. Site acquisition. —$11,300,000. Acquisition of sites for additional approved 
and pending projects. 

2. Design, engineering, etc.—%$7,700,000. 

(a) Drawings, specifications, etc.: Includes preparation of drawings and 
specifications by contract or otherwise, including technical services by the 
Design and Construction Division, soil surveys and tests, appraisals, repro- 
duction of plans and specifications, ete. The estimated costs are based on 
actual experience factors and are computed for the most part on a project- 
by-project basis phased by years. Generally it is proposed to utilize the serv- 
ices of private architects for accomplishment of design work. 

(b) Construction supervision, ete.: Estimate based on experience factors 
for on-site engineering supervision and inspection, and proportionate share 
of the cost of technical office overhead applicable to construction and related 
projects. 

Indirect costs.—$1 million. 
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Mr. Evins. Mr. Administrator, I note you are asking for certain 
things in connection with this purchase contract program. 

Now, you state that to date 97 projects at an estimated cost of 
$665 million have been fully approved. That is by the Bureau of 
the Budget and the Congress. And that 71 projects costing $574 
million were approved, subsequent to the budget of 1957. The pro- 
gram under existing legislation—I note in here you say “Under 
existing legislation,” as though you imply it might be changed, con- 
templates site acquisition, contracts for design and other expendi- 
tures costing $580 million which will require a supplemental estimate 
during 1957 of $10 million and $20 million in 1958. You have these 
approved projects, but none of them except one have gotten under- 
way. Tell us what the picture is in this area. There is a lot of 
interest in it. 

BIDS RECEIVED TO DATE 


Mr. Fioerr. We have worked on this program ever since approval 
was received from Congress. The Congress approved 26 projects 2 
years ago. Except for one project, the sites have been acquired where 
necessary. In many cases the Government owned the sites. The 
architect-engineers were employed and a good many of the final 
plans had been received. During the past summer we advertised 
for bids under the law, on a total of nine different projects. In 
each of those cases, the plans were complete. 

We received one bid that we could accept, at Rock Island, Ill. It 
was the only one that fell within our dollar limitations, which are 
established, of course, at the time the project is submitted and ap- 
proved by Congress. 

As for the other 8, we took bids on 2 of them in September. The 
bids were unsatisfactory. We re-advertised those 2 and 6 others in 
the month of December. We received no bids on 2 of those projects, 
1 at Green Bay, Wis., and the other at Huntington, W. Va. On 3 
of them we received 1 bid, 1 of which was qualified, and 2 bids on each 
of the other 3. On 1 project on which we received 2 bids, 1 of the 
bids was not responsive, so actually there we only had 1 real bid. 

Mr. Evins. Is the reason for the lack of proper bids the interest 
rate situation prevailing at this time? 

Mr. Fiorre. I don’t think that is solely the reason. You see, the 
cost of all of these projects on which we took bids were estimated 
about 2 vears ago. Since that time, there has been an increase in 
building costs of some 12 to 15 percent. 

We did have a contingency factor in the estimates, but it was not 
sufficient to take care of that much of an increase and possible con- 
struction contingencies. 

We know from the experience on these nine jobs that the interest 
factor is an important one. 

You have two interest factors in there, the interest on the long-term 
financing—that is the 10- to 25-year contract—and the interest on the 
interim financing necessary to construct the property because we 
don’t make payments as we go along. The contractor has to borrow 
for both purposes. 

To the best of our knowledge—and it isn’t definite—that accounts 
for some 8 to 10 percent additional cost that was not anticipated at 
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the time the law was passed, or 2 years ago when the projects were 
approved. 

Mr. Evins. Congress passed the law, the projects have been ap- 
proved, the necessary appropriation for initial work has been ear- 
marked and we have one project under construction. Are we going 
to have to repeal the act and pass another, Mr. Administrator, to 
make it effective, or what do you recommend? 














POLICY OF DEFERRING CONSTRUCTION 






Mr. Fiorrr. As you know, the President in his budget message 
to you and in the state of the Union message, stated that because of 
the inflationary spiral that is now going on, that he deemed it to be 
the proper policy to defer buildings of this type and concentrate on 
housing, roads, and schools. Accordingly, GSA with the full con- 
currence of the Bureau of the Budget and the Treasury Depariment 
have decided that for the time being we should defer further action 
on these projects. 

The basic reason is the one I first mentioned. It doesn’t look like 
we are getting any place, anyway. I think it is unfair to the con- 
tractors to be advertising for more bids when we can’t get them and 
also when it is contributing to inflationary practices, at this time. 

Mr. Tuomas. I didn’t understand the Administrator to say that 
he has orders from the White House or the Bureau of the Budget not 
to enter into any of these contracts. You didn’t say that; did you? 

Mr. Fuioerte. I said with the concurrence of the Bureau of the : 
Budget and the Treasury Department and in line with the President’s 
policy; ves, sir. 

















Mr. Tuomas. In the end then it is a White House order not to 
enter into any of these contracts regardless of whether you can get 
bidders? 

Mr. Fioere. For the time being, because we aren't getting bids, 

Mr. Chairman. 

Mr. Tomas. Do the instructions from the Bureau of the Budget 
and the White House or the Treasury—whomever it is; it is immate- 
rial—go so far as to give to General Services Administration direction 
not to attempt to negotiate any of these contracts for the time being? : 
Does it go that far? 

Mr. Fiorre. Yes, sir, I think it does. 

Mr. Tuomas. That is the answer, then. The interest rate has 
nothing to do with it. 

Mr. Evins. The interest rate is not the only proposition. The 
State Department asked for some $58 million last session for the 
acquisition of properties overseas so that their Foreign Service officers 
and other State Department employees can be beautifully housed, 
but when it comes to getting a little project in any district, Congress- 
man Vursell’s or my own or any Member of Congress, they want to 
put the freeze on it. 1 personally don’t like it. 


DIRECT APPROPRIATION FOR CONSTRUCTION PROGRAM 
Mr. Tuomas. Mr. Administrator, did you ask for any direct appro- 


priations on your public buildings program? 
Mr. FLoete. Yes, sir. 
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Mr. Tuomas. How much? 

Mr. Fioete. We asked for $335 million to finance the balance of 
1957 and all of 1958 which would include all of these projects that 
have been approved. 

Mr. Tuomas. On what theory did you ask for money for a direct 
building program? 

Mr. Fuioere. Well, primarily because the present program was 
apparently not operating. 

Mr. Tuomas. It was just not workable; is that right? That. is, 
when you were advised it might be well to hold all matters in abey- 
ance, relative to vour program? 

Mr. Fioere. For the reasons I have stated. 

Mr. Tuomas. Did the administration say anything about stopping 
construction on the State Department Building, or are they going 
to let that go ahead? 

Mr. Friorre. I don’t know. That hasn’t come up, because we 
haven’t the completed plans yet and won’t have them until June. 

Mr. THomas. If they are going to hold it up, why tear down those 
temporary buildings and force your agency to spend 5 to 5.5 million 
dollars for rent? 

I think somebody should contact the Bureau of the Budget, or one 
of the administrative assistants at the White House. Here is a good 
way to save $5 million. 

If they are going to prevent you from going ahead with your general 
program, I see no reason for going ahead with the State De ‘partment. 
Particularly in view of the fact that you are going to have to spend 
five and a half million dollars in appropriated funds for rent money. 

I throw that out to vou and it might be well to look into it. 

Mr. Fioerer. I don’t want to convey the impression that the policy 
is, we are not going to do anything forever. 

Mr. THomas. They contemplate that in 6 to 8 months you might 
get started? Is that a figure being used in the administration circles? 
Six to eight months, or maybe 12 months? 

Mr. Fiorre. I don’t believe it would be reasonable to expect there 
would be much change in less than 6 months. 

Mr. Tuomas. I have contacted construction people, the FHA, the 
Veterans’ Administration, and the Home Loan Bank Board, and they 
say 12 months, at least. 

Mr. Evins. I think it is reasonable to conclude, Mr. Chairman— 
we can leave this on the record or take it off, as you like—that the 
Administrator here before the committee has indicated a desire to 
carry out the will of Congress because he asked for funds for this pur- 
pose from the Bureau of the Budget, but the funds were denied by 
the Budget Bureau. How much did you ask for, again, Mr. Adminis- 
trator? 

Mr. Fioere. $335 million. 

Mr. Evins. And it all was deleted by the Budget Bureau? 

Mr. Fioere. Yes, sir. 

Mr. Evins. I think this committee and Members of the Congress 
should be a little more selective in approving funds for projects that 
the Bureau of the Budget and the State Department and other 
agencies request. The Bureau’s action in this instance is, in effect, 
an administrative veto of the will of Congress. 





\ 
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SITE ACQUISITION 


Mr. Txomas. Could you refer to your site acquisition program of 
$11,300,000. Just where are the sites located? If they don’t intend 
to do any construction for 12 months, of course, it doesn’t necessarily 
bar the operation of this. 

Now might be the time to go and get these sites, but whereabouts 
are they located? Do you have a list? 

Mr. McContrme. They would be the 97 approved projects, Mr. 
Chairman. I have a list of them here. 

Mr. Jonas. You don’t plan to buy all the sites in one year? 

Mr. McContne. No, sir. It is phased over a period of years. 


CONTINUATION OF PRECONSTRUCTION WORK 


Mr. Evins. You ask for design engineering funds of $7,700,000 and, 
of course, if the program is not to go forward, maybe ace funds are 
not needed for employing architects, engineers, ‘and others at this 
time. 

Mr. FLorte. Well, it seems to me we ought to go ahead and acquire 
the sites when we can and get the architectural-engineering services 
so that at some point we are ready to go ahead with the project by 
some method. 

I don’t feel that that is money wasted. 

Mr. McContmne. It takes a good deal of time to acquire these sites, 
and it takes 12 to 18 months to get the plans prepared. 

Mr. Tuomas. After you pick the sites. You can’t proceed until 
you have the land. 

Mr. Evins. I think it makes good sense to proceed with the pro- 
gram fully and not to postpone and delay it—because delays are al- 
ways costly and expensive. 

After a certain period of delay, you will ask for revision of plans 
and employment of additional architects and engineers and redoing 
the project which will be a duplication of expense. 

I think it would be false economy to go so far and then put these 
projects on the shelf and redo them at a later date. 


DESIRABLE CHANGES IN EXISTING LEGISLATION 


Mr. Administrator, as I indicated earlier, I noticed the language 
used, ‘‘under existing legislation.” Have you made any recommenda- 
tions for changing the existing legislation? 

Mt. FLorre. No, sir, we haven’t made any. We know certain 
things that we think might be helpful. 

For instance, the things that occur to me: At the present time we 
are limited by administrative action to a 4-percent interest rate. 
Apparently at the present time that is not a realistic figure. I don’t 
know. Maybe we are on a higher plateau and maybe 4 percent is a 
realistic figure. Or maybe 5 percent is, I don’t know. But we are 
restricted at the present time. Perhaps something could be done 
about that. 

Secondly, I believe in the defense appropriations, they have some 
latitude. Here, we are bound by a definite figure that we can’t exceed ; 
that is the amount that is approved in the project prospectus. If 
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there was some latitude in the way of a percentage increase, in the 
limit of cost that might help. 

Mr. Evins. Mr. Chairman, I have no further questions on this 
section unless any of the other members have any that they wish to 
put on the record. 

Mr. Vursetu. I have no questions, but I might make an observa- 
tion: I am rather of the opinion that the present conditions of the 
budget and the present conditions of financing indicate that it might 
be well to go slow, as the President has indic ated, on a lot of these 
public buildings, for instance large expensive constructions, and I 
think it should apply equally to the District of Columbia. In fact, 
I would make the application a little more strict, if I could, with refer- 
ence to the District of Columbia. I think some buildings badly needed 
could well be excepted, as not inflationary. 

I think that is all I have to say at this time, Mr. Chairman. 


REPAIR AND IMPROVEMENT 


Mr. Jonas. My question is in the section under “Repair and im- 
provement.” 


RELATIVE URGENCY OF PROPOSED PROJECTS 


Mr. Jonas. I wondered whether it would be possible to have some- 
one from the agency make a listing under 2 or 3 categories; say, 
“Critical,” ‘‘Desirable,” and ‘“Deferrable.”’ 

You say we have been slowing up for 10 years, that we have not 
been keeping pace with requirements. 

Mr. Tuomas. Since 1939, to be exact. 

Mr. Jonas. That is right. We can’t build Rome in a day and 
correct all the mistakes we have made over the years, in one fiscal year. 

I just wonder how many of these projects, and they amount to $85 
million in fiscal 1958, are urgent or necessary at this time? 

Mr. Jonas. How many are critical and if not attended to promptly 
might result in damage? How many of them are desirable, but not 
critical, and how many of them can be deferred without substantial 
damage to the existing structures. 

Mr. StrawseEr. Mr. Jonas, I might offer this in explanation: All 
of the projects have been programed over a period of 5 to 7 years. 
The amount asked for for 1958 would naturally be applied toward the 
highest priority projects. 

Mr. Jonas. Do you have them listed according to priorities? 

Mr. Strawser. No, sir, we do not. We have the first year’s 
program listed, which would be the highest priority projects. 

Mr. Poorman. I think the essential work is unquestionably 1 
excess of the money asked for in this budget for that purpose a 

Mr. Jonas. You mean it has been essential for several years and 
you haven’t gotten it? 

Mr. Poorman. And the longer it goes, the more it will cost to 
correct it. For instance, we have roofs that have leaked so long that 
we must replace a roof instead of repairing it. 

Mr. Jonas. I agree with that, but much of the renovating does 
not involve structural changes. It involves additions to existing 
structures. 
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I noticed one basement change. That wouldn’t involve anything 
that would cause damage to the building if it is not done this year, 
would it? 

Mr. Poorman. You have the question of damage to the building 
and you have the question of athe sit light, color and ventilation, 
which makes it very difficult to differentiate between a reduced effi- 
ciency which is costing far more than the improvement. 

The Post Office Department, for example, under their light and 
color program have been able to show categorically that their savings 
are substantial. We have a great deal of that. 

Mr. Jonas. That saving is not reflected in their estimates, is it? 

Mr. Evins, have you noticed any savings reflected in those things? 

Mr, Evins. I can only say I have appeals from many postmasters 
that their towns have grown, that their postal business has increased, 
that their facilities are inadequate, and many in need of repairs, 
and that we have had 2 war periods and no construction has taken 
place in some 20 years, and that this type of work is long overdue. 

I think that we ought to take care of many of our homefront 
needs first. 

Mr. McContne. We get quite a few of these very illustrative 
pictures of a building. I received this yesterday in the mail. It shows 
some of the conditions. 

Mr. Jonas. The one you showed me in Texas, the renovation you 
contemplate there, is cutting up the basement into workrooms. 
Now, that is the sort of thing that doesn’t have to be done to keep 
the building from deteriorating. 

Mr. Poorman. It may relieve our renting space in lieu of it. 1 think 
our population was 70 million in 1900 and they claim it is going to be 
170 million next Sunday, or something like that. 

All of these facilities are bursting at the seams. Frequently, what 
we propose to do will promote far more in savings or increased efficiency 
than the physical cost of the work. 

Mr. Jonas. You tell the committee, then, that the $85,500,000 
you want to spend in 1958 on repairs and improvements, all of the 
items covered, are vital and critical, and if any of them were elim- 
inated, excess damage would be done to Government property? 

Mr. Poorman. Not the air-conditioning, sir. The air conditioning 
is desirable. I am saying that other than the air-conditioning and 
the repair work which basically belongs with it, that can best be done 
with it, that the renovations represent the most critical and are less 
than a fifth of the total that we need. 

Mr. Jonas. Have they been checked out, item by item? 

Mr. Poorman. These are taken from a priority furnished by each 
of our regional offices, based on their firsthand knowledge of their 
problems. 

DEFICIENCY OF PAST REPAIR PROGRAMS 


Mr. Tuomas. Mr. Poorman, if I may interrupt just a half minute, 
why not give the committee a little quick rundown on the activities 
with reference to this item, inside and outside of the District of 
Columbia? 

We have carried it for years and years as two separate appropria- 
tions. Just give us a history of the accumulation of your workload 
and the dollar value of your backlog. It is good information that all 
of us like to have. 
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Now, this program is what it is, today, by virtue of one thing. 
This committee from time to time has had to take you folks by the 
hand and push you and lead you and everything else to get this 
program up. 

If it is wrong, let’s take it on the jaw and hear about it. Put it on 
the record—what your backlog is, how far you have fallen behind each 
year in Maintenance. 

You have a table of what the universities do in the way of mainte- 
nance of their public buildings. You have a table of what county 
commissioner’s courts throughout the United States do with reference 
to the iaaintendines and operation of county buildings. 

In the light of those tables, just how do we stack up with those 
people? Are we on a parity with them, are we behind them, or are 
we ahead of them? 

I think the committee is entitled to have that information. 

Mr. Poorman. As you know, of course, the primary difference 
between Washington and the outlying areas is that we have a concen- 
tration of a number of lar ge buildings here, which have certain monw 
mental characteristics. Which, by the way, the subsequent ones will 
have less of and an improved net-to-gross ‘efficienc y. 

The outlying buildings, of course, are varying in size, a vast number 
of them being relatively smaller postal, court, and miscellaneous types. 
They, to a marked degree, are a function of the population of the 
community, which has increased very substantially, and we have 
taken care of those needs in a combination of ways. 

We have used most basements, despite the fact that it is relatively 
inefficient space. We have used attics. The Post Office Department 
has leased supplemental facilities under their leasing authority. 
Those facilities need a comprehensive survey to clearly ‘demonstrate 
the best solution for the immediate future, for the middle future, and 
for the long range. 

That is a part of the function of Mr. Schmidt’s planning activities, 
which has been so deficient in the past. 

As to how we got where we are, we have run back this morning to 
about 1941, at which period our appropriations were $4,600,000 for 
this repair program; for 1942, it was $5,369,000; for 1943, $5,106,000; 
for 1944, $3,524,000; for 1945, $4,616,000; for 1946, $8,241,000; for 
1947, $12,673,517; for 1948, $13,093,000. 

The maintenance repairs should equal 15 cents per square foot. 
The situation we find ourselves in is a combination of letting routine 
repairs go until they become renovations, or major repairs, and a 
continuing accentuation of that condition. 

Perhaps with the urging of this committee—and certainly with its 
encouragement last vear—-we went into this comprehensive survey 
of each individual building. This program is predicated on the results. 

Again, there are two components. Approximately $144 million 
which takes care of these renovations, exclusive of $4,400,000 in 1958 
and $4 million in 1957 for extensions and remodeling. This renova- 
tion program does not add general additional space. It may permit 
better usage of a basement 

Mr. THomas. Mr. Poorman, that is all very interesting and I 
didn’t intend to break in on Mr. Jonas to that extent. 

What we are getting at, beginning in 1939 we had a $3% or $4 
million program during the war for renovation inside and outside 
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the District. What about your accumulation of more or less year 
to year maintenance? It has kept mounting and mounting and 
mounting. What is it now? 

Mr. Poorman. That was reported last year as $80 million. We 
have included it as a part of this 5-year program, sir. 

Mr. Mepuey. The total of our 5- to 7-year program is $144 million, 
and that wipes out the backlog. 

Mr. Txomas. That is what we would like to hear. You have a 
backlog as of today of around $150 million? 

Mr. Mepuey. $150 million. 

Mr. Poorman. Excluding a small amount for those special items. 

Mr. Evins. This activity represents nothing more nor less than 
keeping your own house in order. 

Mr. Poorman. We have isolated 178 properties that are so obsolete 
that we will only carry them until we can dispose of them. 

Mr. Tuomas. What was the figure in the Veterans’ Administration 
for modernizing their buildings? It will take something like $800 
million over the period of the next 10 years, and they have something 
like 250 different pieces of property—178 hospitals and what is the 
other total figure? Is it 250 or 260 buildings? Yours is 5 or 6 times 
that of the Veterans’ Administration and some of these buildings 
are lots older. 

Mr. Jonas. I just asked those questions to try to satisfy myself 
that all of the renovation projects are absolutely essential. 

You have shown us a brochure on Granite City, Ill. It contains 
some horrible looking pictures, but I notice that city is not even 
included in the list. It is not to receive any attention, even next 

ear. 
: Mr. Botanp. Is it or is it not included in the program? 

Mr. Jonas. It is not included for next year. It is included for 
1957. 


PayMENTs, Pusiic Burtpincs Purcuase Contracts 


Program and financing 














1956 actual | 1957 estimate | 1958 estimate 

Program by activities: | 
L, ‘Fvemeepel GAG Mrtaress. 5.1.8.5 sede joo k ccc s dl se ssdah Scand $214, 000 $1, 750, 000 
De TRG nrcedddeleshcesgedy nds dent agibiingidinidg ogres anepel bbnoveeretter 23, 000 250, 000 
Tah SRN iis i petk dd hh ck p39 5 4apeniend - em 237, 000 | _ 2,000; 000 
Financing: Appropriation. ......--....-----.---------------.- | wcuessei.-..)| 287,000 | "2, 000, 000 





Obligations by objects 





1958 estimate 


1956 actual | 1957 estimate | 











0 ee OA SE BONE cnn att ouepsencsibeqearcceace | i cuaieiietancone | $214, 000 
| 


$1, 750, 000 

3B Peas GUND OONOURONOTE ok ke si bh ahi 5 sdk hsp scebp ech elie 23, 000 250, 000 
| | 

III <n narh nd dasinaick Gdiniamianneaieheetamacts odaeae eal | 237, 000 2, 000, 000 
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Budget authorizations, expenditures and balances 





1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 





SIA: & badseenintrentunescecsoncctdeccacidecesesisequl eos $237, 000 $2, 000, 000 
Obligated balance brought forward... .............--.-..--.-]-------------- Rett eit Eee 23, 000 
Total budget authorizations available_.................- | enevernereretih tte 237, O¢ 000 2, 023, 000 


EXPENDITURES AND BALANCES 

















Expenditures— 
Out of current authorizations. _............------- ban divedanduadedtes 214, 000 1, 900, 000 
Out of prion Guthorinatie Rinnai 4- =< - 5 2s ccc cenedeneceons S vaninenretebmnete Leeeteverselini 23, 000 
Total expenditures______- ed thease eddies baie | 214, 000 1, 923, 000 
Obligated balance carried forw ond csi Loa ih beech). 6 bid cnasesee bbe <b otecsecsxe 23, 000 100, 000 
Total expenditures and balances---.-........-..--------- eR ai oa, | "937, 000 | 2, 023, 000 








Mr. Evins. Will the reporter put in the record pages 88, 89, and 90 
(The matter referred to is as follows:) 


Payments, public buildings purchase contracts 


hee eT he jalan he ha oos fcnnnccne ee 
aN 355 ib eee ten sacueekeaane ss ..-. lOO Ge 

moh, 6007.) eos je ee oe ae ans 337, 000 
Ta hte Nk tas Si nis cima aes ec ee TR 


a Le cre id nl . 2, 000, 000 


GENERAL STATEMENT 


“Under the program to acquire buildings through lease-purchase arrangements, 
buildings costing some $295 million are expected to be under contract by the end 
of 1958 on which the equal annual payments for principal and interest during the 
contract period will total $21 million. This is an increase of $9 million over 
present limitations for entering into contracts, authorization for which is proposed 
for 1958. The appropriation estimate for 1958 provides for payments to contrac- 
tors covering varying portions of the year on projects currently scheduled for 
occupancy prior to June 3, 1958.”’ (From the budget for 1958.) 


APPROPRIATION LANGUAGE 


“Payments, public buildings purchase contracts: For payments of principal, 
interest, taxes, and any other obligations under contracts entered into pursuant 
to the Public Buildings Purchase Contract Act of 1954 [(68 Stat. 518), $237,000] 
(40 U. S. C. 356), $2,000,000: Provided, That the Administrator of General 
Services may enter into contracts during the fiscal year [1957] 1958 for which the 
aggregate of annual payments for amortization of principal and interest thereon 
shall not exceed [$7,000,000] $9,000,000, in addition to the unused portion of the 
[$5,000,000] $12,000,000 limitation applicable prior to July 1, [1956 me 
under the Independent Offices Appropriation Act, [1956 (69 St: - 205) 

(70 Stat. 343).” 
JUSTIFICATION 


A. Limitation on volume of purchase contracts that may be entered into.—The rate 
upon which approved projects may be placed under purchase contract is regulated 
by limitations placed in annual appropriation acts. 

By the end of 1958 projects involving improvement costs of over $295 million, 
or about 50 percent of the volume now fully approved, are expected to be placed 
under purchase contract. This will require an increase in the aggregate contract 
authority on annual payments for principal and interest from the $12 million 
available in 1957 to $21 million by the end of 1958, an increase of $9 million. 

Computation of the specific limitation required, including reconciliation with 
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oe total program discussed under “Sites and expenses, purchase contract projects,”’ 
ollows: 


Computation of base: 
iter $1, 012, 910, 000 


Deduct expenses provided for under “Sites and expenses, 
purchase contract projects”: 
Site acquisition: 
iy | a oniaaks $28, 393, 001 
In subsequent years___.._....____- 26, 617, 999 
ee 55, OL1, OOO 
Design, engineering, etc.: 
MIO CURR in dec saves caves 22, 131, 999 
In subsequent years______-_.- se a se, OO, OO 





65, 932, 000 
Land in Government ownership (included in prospec- 
So ee eo are 8 OM Oe tae ipa y is 3, 480, 330 


I 124, 423, 330 
Remainder subject to payment of principal and interest 


Phasing of projects 


| _ | 














| | Estimated to be under 
Cost subject | | contract by June 30, 
| to principal | Estimated date of | 1958 
| and interest | approval a od aicaemmanénbigs 
| | Percent | Amount 
ais - a eae ha ia a a ceca 
Approved projects. .......-....-..-.----.----| $591, 535, 659 | All approved... ._-| 49.9 | $295, 000, 000 
PORE DUONNOUMs Oe. ob sos occ kc nc beteccscns See ee Paes Bp BOO an ee he caneccccalocswsncken aii 
Projects to be approved during: | | 
I oo ccninrci teeter esiind Se ce ee | ee eeeaee, Peet. .|...........).....-....-.- 
96 mass., BSth: Comms ous ss ese eens ewns 88, 850,000 | By June 30, 1958__/|__.-.- -o-|--+---+--- 
eS heeece ee Bee ant ee Se 888, 486, 670 |....................|_-...----.| 295, 000, 000 
i 


Computation of limitation 


| Cost subject | Amorti- 


| Period of | to principal zation | Limita- 
| contract | and interest | percent tion 
| | rate 
Projects under $2,000,000... .-......... _| 10 years...| $35,204,000 | 12.1824 | $4, 288, 710 


Projects over $2,000,000__ __- - 


aaeiaee ; open 25 years 
Purchase of existing buildings: | 
| 


247, 203,500 | 26.3400 | 15, 672, 820 
| 


| 
| 
| 
Frencenia, Ve...-...-2:5-5.++-+-.- ..-------| 15 years..-| 7, 500,000 | 8. 8980 | 667, 350 
: 


Portland, Oreg.....--.---..--- ee .| 20 years 5,092,500 | 7.2876 | 371, 120 
TO 6 SOA, hd fg ’ CET ius | 295, 000, 000 5 Sh hte 21, 000, 000 
Deduct previously authorized limitation _ ----._- Cua ld t err me : |—12, 000, 000 
“ —————_—_|—__——_ 
Additional limitation required in 1958 (in addition to |_-..-- ..| 9, 000, 000 
any remainder under existing limitation, as proposed | 
in appropriation language). | | 


| | \ 


1 Equal annual payment for principal with interest at 4 percent. 
2 Average. 


B. Payments under purchase contracts.—Equal annual payments in amortiza- 
tion of principal with interest over periods ranging from 10 to 25 years are made 
from this appropriation upon completion and acceptance of buildings constructed 
or acquired under purchase contracts. Until titles vest in the United States at the 
end of the contract periods, real estate taxes are paid upon the improvements. 
Cost of sites, design, supervision, and certain indirect expenses are provided for 
under the appropriation ‘‘Sites and expenses, purchase contract projects.” 

The recently revised program for 1957, for which only $237,000 had initially 
been appropriated, contemplates the purchase of 2 existing facilities approved just 


a ee ree omar er meer et) 
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before adjournment of the 84th Congress. This will require payments of $337,000 
including $295,000 for principal and interest, payable quarterly in arrears, and 
$42,000 for taxes, computed from date of purcliise. Execution of the contracts is 
contingent upon a 1957 supplemental appropriation of $100,000 which is shown in 
the budget as an item ‘‘ Proposed for later transmission.”’ 

The program for 1958, in addition to the full-year payments on the 2 projects 
to be acquired in 1957, contemplates completion of 36 small- to medium-size 
projects, all of which will have been placed under construction and financing con- 
tracts during 1957. Funds in the amount of $2 million will be required in 1958 for 
payments under these 38 contracts, including $1,750,000 for principal and interest, 
and $250,000 for taxes. 

The following tabulations list the 38 projects, estimated acquisition or comple- 
tion dates, and payments required during 1957 and 1958: 


j 


| Payments required from date of com- 
| Estimated | pletion to end of year 
Estimated | amount of 
date of } purchase | 
completion contract Principal 
and Taxes | Total 
interest ! 


1957 program: | 
Oregon, Portland, f. 0. b._.. Apr. 12,1957 | $5, 092, 500 $81, 000 $100, 000 
Virginia, Franconia, warehouse..._.| Mar. 7, 1957 | 7,500,000 214, 000 y | 237, 000 


ss cies ‘ aces _.| 12, 592, 500 295, 000 2, | 337, 000 
Funds previously appropriated-____|_-- : 237, 000 
Proposed supplemental for 1957 pee | 100, 000 


1958 program: 
Previously acquired: | 
Oregon, Portland, f. 0. b ly | 5,092, 500 5, 456, 420 
Virginia, Franconia, warehouse... 7, 500, 000 | , 35 . 739, 000 
New construction: | 

Alabama, Camden, post office, | 

ete Dee. 20, 1957 | 242, 500 | 5, 5 7, 320 
Alabama, Livingston, post 

office, etc | Jan. 9, 1958 | 249, 500 , 470 | 2, 16, 670 
Florida, Monticello, post office, | 

etc ‘ | Feb. 28, 1958 | 279, 000 ‘ A 12, 740 
Georgia, Brunswick, post office 

and courthouse | June 1, 1958 | 201, 000 2, 12, 910 
Itlinois, Breese, post office, etc Feb. 15, 1958 198, 500 | ; ; 10, 530 
Iilinois, Rock Island. post office | 

and courthouse Sept. 26, 1957 , 839, 000 3, 22, | 135, 590 
Iowa, Burlington, post office, | | 

ete. .... | Mar. 3, 1958 | 978, 000 | 39, , 46, 520 
Iowa, Council Bluffs, post 

office and courthouse. __-- Jan. 1958 | 505, 000 | 90, 8, £ 98, 800 
Kansas, Kansas City, post | 

office and courthouse | Apr. 27,1958 | 1,890,000 20, ; 25, 690 
Kansas, Sedan, post office, etc__| Mar. 17, 1958 | 193, 000 , ‘ | 8, 060 
Louisiana, Jonesboro, post | 

office, ete bli .| Mar. 22, 1958 | 328, 500 é ji 12, 370 
Louisiana, Lafayette, post 

office, ete | Apr. 22, 1958 | 960, 500 22, ; 23, 790 
Maryland, Denton, post office, | 

ete. : | Mar. 30, 1958 | 376, 000 , , 2, 660 
Minnesota, Redwood Falls, | | 

post office, ete | Apr. 25, 1958 397, 000 , : 9, 730 
Mississippi, Biloxi, post office 

and courthouse Apr. 7, 1958 941, 000 
Mississippi, Laurel, post office 

ete. : | June 17, 1958 755, 500 
Missouri, Moberly, post office, | 

etc . . | Apr. 30,1958 | 441, 000 
New Hampshire, Durham, post | 

office, ete_. , | Nov. 2, 1957 | 372, 500 29, 800 
New York, Jamestown, post | 

office and courthouse - - | May 1, 1958 555, 000 31, 100 
Pennsylvania, Beaver, post 

office, ete ali wed | Feb. 28,1958 | 277, 500 , 380 
South Carolina, Manning, post | 

office, etc ; | Mar. 8, 1958 326, 500 2, 410 
South Dakota, Sisseton, post | | 

office, etc_. : Apr. 10, 1958 | 475, 000 2, 830 
Tennessee, Carthage, post office, 

ete aes as Oct. 4,1957 | 237,000 21, 330 
Tennessee, Kingsport, post | 

office, etc Apr. 29, 1958 | 924, 000 9, 400 
Tennessee, Lafayette, post 


office, etc_- Feb. 28, 1958 | 246, 000 , 090 


See footnote at end of table, p. 940. 














Wise” required ey date of com- 
Estimated pletion to end of year 
ar amount of ae 
completion Conmean Principal 
coarae and Taxes Total 
interest ! 
———_—_————____. $$} + |---| —- 
1958 program--—Continued 
New construction—Continued 
Tennessee, Smithville, post 
office, ete .| May 10, 1958 $223, 000 $3, 790 $400 $4, 190 
Texas, Daingerfie ld, post office, 
etc... _| Feb. 28, 1958 191, 000 7, 830 800 8, 630 
Texas, Gainesville, ‘post: office, 
etc_- Feb, 19, 1958 573, 000 25, 210 4, 200 29, 410 
Texas, McKinney, “post office, 
ete. : .| Apr. 12, 1958 436, 000 11, 770 1, 800 13, 570 
Texas, “Terrell, post ‘office, ete__- Apr. 18, 1958 342, 000 8, 550 1, 200 9, 750 
Virginia, Abingdon, post office | 
and courthouse ..| Noy. 30, 1957 470, 500 33, 410 | 1, 500 34, 910 
Virginia, Way nesboro, post 
office, etc ..| Mar. 30, 1958 337, 000 10, 450 | 900 11, 350 
West Virginia, ~ Huntington, 
f. 0. b- May 29,1958 | 2,973,000 17, 840 2, 800 20, 640 
West Virginia, Mount “Hope, | 
mines .| June 26, 1958 633, 000 1, 270 | 500 1,770 
West Virginia, Ronceverte, post | 
GEER. « ~ cab nane ane Feb. 26, 1958 228, 500 | 9, 600 600 | 10, 200 
Ww isconsin, Green Bay, post | | 
office, etc. inns Ghee aaa Jan. 28, 1958 1, 486, 500 75, 810 | 8, 000 | 83, 810 
—_-~ > 7 rennhpnieets . ees 
Total_. : sedecunaed eed as 674, 500 1, 821, 000 | 262, 850 2, 083, 850 
Adjustment for rounding __ eB ss ie kee oa oe Ri, A --| —71, 000 —12, 850 —B83, 850 
BN: 5:0. pabninnnirantbcinabsebieenacaethwaien eaceuenite as Feb 000 250, 000 2, 000, 000 

















1 Payable quarterly in arerars except for Rock Island sais which was contracted for on the basis of 
annual payments in advance. 


Mr. Evins. On page 88 in your general statement on payments for 
public buildings purchase contracts, $295 million is expected to be 
under contract for 1958. You are asking for $2 million for 1958. 
That is a very small amount of a large overall project. 

Mr. Fiorre. That is the estimated amount that we would require, 
had we got the projects under contract. 

Mr. Evins. You want us to strike this out then, I guess? 

Mr. Fiorre. No; we will need some money. 

There are two projects in there, Franconia, and the Lloyd Building 
at Portland, Oreg., on which a purchase contract might be arranged. 

Mr. Tuomas. You have to have money for those two? 

Mr. Fiorre. That is right, and for Rock Island which is under 
contract and construction is underway. 

Mr. Tuomas. Is it 3 or 2 that are under contract? 

Mr. Fioerte. One is now under contract. 


Construction, Pusiic BuILpINGs 


Program and financing 


“] 
1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 


ST a ite ele etd a samedbal pitabbanhhnhbeshchaatudddatia $285, 000 





2. Design, engineering, etc_......-..---...---------------- SS ab ceeeded | 130, 000 

Se SOE thc sbisdeubttankedcidedececesctcosebiacut : 1, 815, 000 
Total obligations. --_...........-- eT --}---- ae a oa ee "2,230, 000 
Financing: Unobligated balance carried forw ef bx-3 Pe duude ; sini 270, 000 
oii ane evtvatede cre 2, 500, 000 





a 


aE EEOC eer 





a 


LT 2 
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Obligations by objects 


| | 
1956 actual | 1957 estimate | 1958 estimate 








OI orig tas Non cae cecdte nab amok ce eee mcemne eee takai $3, 000 
in) Remnnneniiens Sere ING ao snc sick a ncccelneasonel ‘ | 500 
Se NES PORIOCIINIIOE aidan cine cbenae $dedcortminandldbannkpns | 6, 500 
07 Other contractual services scaracentateuiatihiaanidcniae tim eek i iaae Otel tee wenn ncaneenee| 120, 000 
ee eee: 4) Rr ER). a Ute 2, 100, 000 

NEI Ai nn ernie caainve atin aplete chan ietiestts shaeehdaeks ceccseeniees | 2, 230, 000 





Budget authorizations, expenditures and balances 








1956 actual | 1957 estimate | 1958 estimate 





BUDGET AUTHORIZATIONS AVAILABLE | 


i ee ee dt peihtia thet Meals .| $2, 500, 000 


EXPENDITURES AND BALANCES 





Total expenditures (out of current authorizations) --.......-.- a 1, 000, 000 
Balance carried forward: 
MeN a els ii Siri nclne ts lsl ies Wd dAb debde deena teen : | 270, 000 
Obligated_._.....-- egies seuss Rains Sonate eh ataiaemeiad lsc obbblat Kens coe 1, 230, 000 
Total expenditures and balances_.-...........-.----..- 2, 500, 000 








Mr. Evins. For construction of public buildings, you ask for $2.5 
million for 1958. Does the same situation apply for this item as the 
previous one? 

Mr. Fiozrsr. No, sir. This is for border stations at the places 
mentioned and is largely for the Customs and for Immigration Service. 

I believe the gentlemen from those agencies are here to tell you 
about these particular stations. This would be a direct appropriation, 
you understand. 

Mr. Evins. If we go to the border, the Budget Bureau will recom- 
mend funds. If we get across the border, you can get a larger amount. 
The further away from the United States the requests are made, 
you can generally consider approval of funds from the top echelon. 
That has been true in resent months, as 1 have observed, and it 
appears apparent in many instances in this budget. 

Mr. Evins. We will include in the record, pages 92, 93, and 94. 
Mr. Reporter. 

(The pages referred to follows:) 


‘Construction, public buildings” 


UE ess sah hd nqrenst Cddine stad Aen ae das ee wn 0 
Change. ____- eee ss edcida mane dh cipstlateidimetardes cicnionn tt _.. +$2, 500, 000 
Be dea ian no so ave os Scorn eae aerate euetnien | Cane 


GENERAL STATEMENT 


“Construction of five border stations is provided for in this new item for 1958. 
This type of building is not considered appropriate for acquisition under the 
purchase contract program and each building is too small to warrant an individual 
direct appropriation.’”’ (From the budget for 1958.) 

The urgent need for additional facilities at each of the five locations was developed 
by the Bureau of Customs and Immigration and Naturalization Service and the 
type and scope of facilities required has been worked out with the agencies which 
will utilize them. 
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APPROPRIATION LANGUAGE 


“Construction, public buildings: For construction of public buildings pursuant to 
the Public Buildings Act of May 25, 1926, as amended (40 U.S. C. 341), $2,500,000, 


to remain available until expended.” 


JUSTIFICATION 


1. Border station, San Ysidro, Calif., $857,000 

Present border-station facilities placed in operation in 1933 are totally inade- 
quate for this important point of entry on the Mexican border. The present 
building originally accommodated a staff of 36 employees and now houses 87. 
During the period 1944-54 traffic increased as follows: Vehicles, 307.9 percent; 
passengers, 219.6 percent; and pedestrians, 168.4 percent. Lack of adequate facil- 
ities is critical and relief is urgently needed. 

Project contemplates acquisition of additional land and construction of addi- 
tional facilities (estimated 41,400 gross square feet (36,000 net square feet) to be 
located on the west side of the State highway, directly opposite the present Gov- 
ernment-owned border station. Facilities include a 1-story customs building, 
l-story machine shop, open-canopy garage, primary and secondary inspection 
facilities, 4 emigration, military, and immigration booths, truck scale, overhead 
walkway from present station to and over inspection stations, and approximately 
4% acres of parking and hardstand areas. Some remodeling of the existing build- 
ing is also contemplated which will include, among other improvements, sanitary 
facilities near the search room. 


2. Border station, Brownsville, Tex., $675,000 

Need for this project is based upon the total inadequacy of existing facilities 
at this important point of entry on the Mexican border. Leased quarters at 
Gateway Bridge, now serving as the border-inspection facility, were originally 
occupied in 1929 when the volume of inspection work was relatively small. At 
that time, approximately 1 million incoming citizens and aliens entered the United 
States at this point of entry. In 1953 this had increased to approximately 
4,500,000 persons. More important, during the past 5 years imports by truck 
have increased by more than 500 percent due primarily to completion of a new 
highway leading from the large and steadily improving agriculture district of 
Mexico. The Mexican Government has recently completed a modern border 
station at their end of the bridge and it is deemed urgent that the situation on the 
United States side be remedied at the earliest possible date. 

Project contemplates erection of a boarder station on present Government- 
owned site, enlarged. The proposed building will be a 2-story structure with 
total estimated gross floor area of 38,750 square feet that will provide approxi- 
mately 33,450 square feet of net usable space. Building will be occupied by 
agencies concerned with border inspection activities. Project includes a loading 
dock with office, two inspection booths with canopies, inspection lanes with canopy 
over, and paved areas for passenger car and truck inspection. 

3. Border siation, Eagle Pass, Tex., $453,000 

Present quarters are in a building owned by the city of Eagle Pass at southern 
end of the Siternahlanel Toll Bridge. The building is crowded, obsolete, in very 
poor condition and entirely inadequate for present day needs. The public is 
inconvenienced by poor facilities at the bridge and inspections have delayed 
traffic to where waiting lines of traffic clutter up business streets both in Eagle 
Pass and Piedras Negras, Mexico. The situation will become chaotic when the 
Central Highway of Mexico in the vicinity is completed in a few years. Traffic 
over the bridge more than doubled from 1947 to 1955. In 1955, 481,000 passenger 
vars and trucks and 2,378,000 passengers and pedestrians used this port of entry. 

Project contemplates erection of a border station on the present Government- 
owned site to be expanded by acquisition of additional land. The city of Eagle 
Pass proposed to furnish the additional needed land for the port of entry facilities 
and have passed a resolution authorizing the mayor to effect conveyance of 
approximately 4 acres of land to the Government at no cost. 

‘acilities will consist of a main station building with two stories, loading dock, 
inspection lanes with canopy over them, and paved areas for passenger car and 
truck inspection. Approximate gross area of the facility will be 29,700 square feet 
which will provide approximately 25,250 square feet of net usable space. 
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4. Border station, Madawaska, Maine, $200,000 


The existing building is a substandard leased structure, in poor structural con- 
dition. It is located at the end of a State-owned bridge that has only one south- 
bound lane entering the United States. All inspections have to be made in the 
traffic lane, and there is no space other than the lane for secondary inspection. 
This situation causes traffic to back up across the river into the Canadian town of 
Edmundston. The lack of adequate facilities on this international highway has 
resulted in a bottleneck which at times requires as much as a half hour for one to 
cross the border. 

Madawaska is the fourth largest inland border port on the Canadian border. 
During the 1955 fiscal year 2,227,000 persons entered this station. A large num- 
ber of those entering were Canadians who work in the Maine potato and lumber 
industry. 

Project contemplates the erection of a border station on a site to be acquired at 
an estimated cost of $10,000. The main station will be a one-story, part-basement 
structure, with attached canopies and inspection lanes. Additional facilities 
will consist of 2 booths, paved approach and parking lot, utility connections and 
fence. The main station and complementary facilities will have a gross area of 
approximately 8,075 square feet which will provide approximately 5,150 square 
feet of net usable space. 


5. Border station, Massena Point, N. Y., $315,000 

The present leased inspection facilities are located at Rooseveltown near the 
present bridgehead. The construction of the St. Lawrence seaway involves the 
abandonment of the present bridge at Rooseveltown and the construction of a 
new one at Massena Point. Border inspection facilities will be required at the 
United States approaches to the new bridge. The St. Lawrence Seaway Corpora- 
tion has scheduled the removal of the Rooseveltown Bridge in January 1958 and 
rail and highway traffic will cease at this point at the same time. Therefore, 
this project must be completed and ready for service at that time. 

The contemplated border station and facilities will provide a 1-story and part- 
basement main station building with attached inspection lane and canopies, : 
2-car heated garage, warehouse with covered dock, a I-story animal inspection 
building with animal ramps and 2,000-pound seale, 2 booths and other facilities 
such as drainage and paving for approach and parking lot, water supply, sewage 
disposal, standby electric generator and fuel storage. The station will have a 
gross area of 13,745 square feet with a net usable area of approximately 10,140 
square feet. It is understood that the site will be provided by the State bridge 
authority. 


Summary of the esiimate 
Following is a summary of the estimated cost for the five projects included in 
the estimate: 


Items San Ysidro | Brownsville Eagle Pass Madawaska Massena 
| } Point 


Site or additional land___-_-_. 000 $75, 000 | $1 $10, 000 Li 
Construction. ---..-- _ | ! 000 1 388, 000 1 355, 999 136, 000 | $209, 000 
Approaches, paving, lighting, 
ete 000 145, 000 47, 000 27, 000 70, 000 
Furniture and equipment . , 000 | 16, 000 10, 000 5, 000 6, 000 
Design, engineering, etc.: | 
Drawings and specifications 42, 000 31, 000 24, 000 12, 000 17, 000 
Supervision , 22, 000 17, 000 14, 000 8, 500 11, 000 
Office expense. _...........-.| 5, 000 3, 000 2, 000 1, 500 | 2, 000 
Estimated cost - --- 57, 000 675, 000 453, 000 200, 000 | 315, 000 
Total estimate_--__--- 2,500,000 


1 Including air conditioning. 


Mr. Evins. Do any of the gentlemen who just came in wish to make 
a statement with respect to these items? If so, we will hear them 
briefly. 
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ConsTRUCTION OF BorDER STATIONS 


WITNESS 


DAVID STRUBINGER, ASSISTANT COMMISSIONER, BUREAU OF 
CUSTOMS, DEPARTMENT OF THE TREASURY 


Mr. Srrupineer, I am David Strubinger, Assistant Commissioner 
of Customs. 

Mr. Chairman, would you like me to make some statement on these? 

Mr. Evins. You feel these funds and this program are justified? 

Mr. Srrupincer. Yes, sir; 1 do. Let me say this: We haven’t had 
this type project since before the war. The thing that has happened 
is that the traffic and the activities at these stations have outgrown the 
pont facilities. As an example, at San Ysidro, Calif., in 1940, we 

ad about 1 million vehicles and about 3,800,000 passengers crossing 
the border. 

In the fiscal year 1956, we had 3,800,000 vehicles and 11,932,000 
people crossing the border. ‘That is an increase of almost 300 percent. 

At the present time, when we have room for 8 lanes of traffic, 8 lanes 
of traffic have to carry in the neighborhood of 9,000 to 11,000 passenger 
cars on a Sunday or holiday. The traffic sometimes backs up two 
miles into Mexico. 

The facility provided for in this estimate would give us 18 lanes of 
traffic with room to expand in the future if it was necessary. 

At the present time, if the Immigration Service and Customs put 
more men on, we couldn’t use them. It is a question of space. 

Mr. Evins. Do you think if we undertook inauguration of these 
programs it would contribute to the inflationary spiral at this time? 

Mr. Strusincer. Well, Mr. Chairman, I am not an economist and 
I wouldn’t know. However, this is a question of providing the 
Customs Service and Immigration Service with an opportunity of 
enforcing the law as Congress has told us. We cannot enforce the 
law properly under the present conditions. 

Actually, what has happened is this, that at some of these border 
stations, on a Sunday, we are passing an automobile every 11 seconds. 
The reason being that there is no opportunity at all and no space to 
draw those cars out of line and put them into secondary inspection. 
We feel that to combat the smuggling of narcotics, of watch move- 
ments to prevent aliens from coming in, there is just not the oppor- 
tunity to examine the cars and the passengers and what they are 
carrying with that kind of facility. 

Mr. Evins. I am sure you have a big assignment and certainly 
an important one, Mr. Commissioner. 

I was in Mexico last fall myself, and came across the border at a 
couple of places. I noticed the traffic, but I am not sure additional 
buildings would fully solve your problem. 

Mr. Srrusincer. This is more than a building, if I may expand 
a little bit. This is a widening of the whole concrete area so there is 
an opportunity of spreading traffic out across a roadway and expanding 
it to almost three times its present size. 

We are providing for a new customhouse and new secondary 
inspection station. The secondary inspection stations are necessary 
in order that the people who come across can be examined and their 
baggage can be gone into in a place that is not subject to weather. 
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Mr. Tuomas. Mr. Commissioner, break this item down. In the 
border station at Madawaska, Maine, $200,000; what is the nature 
of your structure there? 

Mr. Srrusincer. That is a frame structure. Again, it is inade- 
quate to handle the present traffic. 

Mr. Tuomas. Is it the end of a bridge? 

Mr. Srrusineer. It is at the end of a bridge; yes, sir. 

Mr. Tuomas. What do you use it for, as border patrol station, 
immigration house, customhouse and everything? 

Mr. Srrusineer. It is a combined customs and immigration 
inspection station. 

Mr. THomas. How about the border station at Eagle Pass? 

Mr. Srrusinaer. The same thing. 

Mr. Tuomas. That is pretty old; isn’t it? 

Mr. Srrusinecer. That station is 25 or 30 years old. 

Mr. Tuomas. That is young, then. 

How about your border station at Brownsville, $675,000? I have 
been there 150 times. 

Mr. Srrusineer. The station at Brownsville is in deplorable state. 

Mr. Tuomas. It is a general utility building; isn’t it? Customs 
and everything? 

Mr. Strusincer. Customs, Immigration, and Public Health. 

Could I give you a figure on that, sir? In 1940, there were 185,000 
vehicles that passed at Brownsville. In 1956, there were 1,085,000. 

Mr. Tuomas. How about the station at Laredo? That is bad; 
isn’t it? 

Mr. StrusinGcer. That is a fairly new station. That was built 
about 1939. 

Mr. Tuomas. How old is the one at Brownsville? 

Mr. StrusinGcer. I would say it is about 30 years old. 

Mr. Tuomas. How about at San Ysidro, Calif., $857,000? 

Mr. Strusincer. The date of it, sir? 

Mr. Tuomas. What is the shape of the building? 

Mr. Srrusincer. The building itself is not in bad shape. 

Mr. THomas. When was it built, in 1933? 

Mr. SrrusinGcer. It is the overall facility. As a matter of fact, 
the building that is there will not be torn down. It will be used. 
What has happened there is that we have just outgrown the building. 

Mr. Tuomas. When did you build it, in 1933? 

Mr. SrrusinGcer. I don’t know when the building was built, sir. 

Mr. Tuomas. How much are you going to build for this $857,000? 
gut STRUBINGER. I am afraid our GSA friends will have to answer 
that. 

Mr. Evins. Thank you very much, Mr. Commissioner for pro- 
viding the committee with this information. 


ACQUISITION OF LAND, District or COLUMBIA 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: Site acquisition (total obligations) $250,000 | $1, 675, 000 


Financing: Appropriation Paste “250, 000 4,675, 000 
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Obligations by objects 


| 
1956 actual | 1957 estimate | 1958 estimate 


| 
me | 
10 Lands and structures. _-.._... ER IER OER | a aaa | $1, 675, 000 


} 


Budget authorizations, expenditures and balances 


mbt 7 
1956 actual | 1957 estimate | 1958 estimate 


a ——~|___-|--- 


RUDGET ANTHORIZATIONS AVAILABLE 
Appropriation..........-. WATS. SOB TE INT BAR Oe: é $250, 000 $1, 675, 000 


EXPENDITURES AND PALANCES 


Total expenditures (out of current authorizations). .........-}...-..-.-.--- 250, 000 1, 675, 000 


You are asking for $1,675,000 for acquisition of land in the District 
of Columbia. Put page 96 in the record at this point. What does 


this embrace? 
(The information requested is as follows: ) 


Acquisition of land, District of Columbia 
‘ $250, 000 
~----:- +1, 425, 000 
1, 675, 000 


GENERAL STATEMENT 


“The estimate for 1958 provides for acquisition, which has been previously 
authorized, of certain real property remaining in private possession'in squares 82 
and 8. 104 of the District of Columbia, near the Department of State and the 
proposed Civil Service Commission building site.” (From the Budget for 1958.) 


APPROPRIATION LANGUAGE 


‘Acquisition of land, District of Columbia: For expenses, not otherwise provided 
for, necessary for the acquisition [by condemnation of a portion] of [the] land, 
including improvements thereon, in [square 62] squares 82 and S. 104, District 
of Columbia, pursuant to the provisions of the Public Buildings Act of May 25, 
1926 (40 U. 8. C. 341), as amended [[$250,000] $7,674,000, to remain available 
until expended [[: Provided, That the Administrator of General Services ie au- 
thorized. to exchange the same or a part thereof for any other land in said square 
on-such terms and conditions as the Administrator ihay determine ].”’’ 


JUSTIFICATION 


Under the Public Buildings Act of 1926, as amended, acquisition of the entire 
area in the District of Columbia defined as the northwest public building area, 
lying south of E Street NW., between 17th and 23d Streets, was authorized. 
Due to limited funds, squares 82 and 8. 104 were not acquired when purchases 
were completed in adjacent areas. The squares in question are bounded by 
E Street on the north, 20th Street on the east, New York Avenue on the southeast, 
and Virginia Avenue on the southwest. These areas are improved for various 
residential and commercial purposes. 

By letter of April 12, 1956, the National Capitat Planning Commission advised 
that, in joint session with the Commission of Fine Arts, it had approved a recom 
mendation urging GSA to secure funds for the acquisition of the remaining land 
in uncontrolled private ownership and use within the authorized public building 
area south of E Street, between 19th and 23d Streets, in order to complete planned 
commitments for the northwest rectangle. A copy of the Commission’s letter and 
recommendations are attached as exhibit A. Acquisition of properties between 
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19th and 20th Streets is provided for in the lease-purchase project for a Civil 
Service Commission Building. This estimate covers acquisition of the remainder. 

It is considered in the best interest of the Government to obtain these properties 
at the earliest possible moment to (1) forestall further. possible commercial devel- 
opment not in keeping with the surrounding monumental type of buildings, and 
(2) to assure consistency with the original plan for the area. 

. An appraisal of the properties has been made by appraisers of GSA and an 
amount of $1,675,000 was'reported ‘as the fair market value of the areas in’ ques- 
tion. This valuation was based on use of properties corresponding to classifica- 
tion of first commercial. The purchase of these properties will complete the 
acquisition of all areas proposed by the Government east of 23d Street. GSA’s 
legislative program, in accord with NCPC recommendations, contemplates the 
elimination from the taking area of properties north of E Street and east of 23d 
Street presently authorized. 

Mr. McContue. Mr. Chairman, this is shown in blue on this map, 
here. ‘‘S. 104, and square 82,” which is bordered on the north by 
“K”’, and on the south by New York and Virginia Avenues. We are 
authorized to acquire all land in this area. 

Mr. Evins. This $1,675,000 will give you clear title to all the lands 
necessary for building the State Department pentagon? 

Mr.-McContue. This has nothing to do with that. 

Mr. Evins. Well, this is an addition to the State Department, is it 
not? 

Mr. McContne. No, sir. But it wipes out a rather spotty and 
undesirable commercial development fairly close to the new State 
Department Building. 

Mr. Evins. It is contiguous to it on these two sides. It is the 
whole area in that vicinity of the State Department according to 
your chart. 

Mr. McContine. The State Department Building is shown in 
black. 

Mr. Tuomas. Is this the site we took a look at a year or so ago? 

Mr. McConrnr. Yes, sir. This is shown in blue. 

Mr. Vurse.v. It is block 5 104. 

Mr. McContne. Yes. 

Mr. Evins. You have full title to all the State Department land, 
now? 

Mr. McContue. Yes. There is the land shown in blue. 

Mr. Tuomas. Is that going to be a parking lot for some of the 
VIP folks, and some of the folks who come in? 

Mr. McConiue. No, sir, that ties in with the plan of the National 
Capital Planning Commission. This plan continues the Mall along 
there. 

Mr. Evins. That little section there is the only portion in that entire 
area unacquired by the Government. 

Mr. McContne. That is correct. 

Mr. Evins. I expect you had better have that money, in order 
to acquire the rest of the land requested in this area. 

Mr. McContune. It strikes me as being a very sensible acquisition. 
We have a large investment in that area and we should protect it. 

Mr. Jonas. How do you mean protect it? 

Mr. McContne. Well, this is developed, it has a couple of gas 
stations on it and a liquor store. 

Mr. Tuomas. I wonder if I could make a trade with everybody? 
It is now about 6:30 in London. Suppose we stop now and start in 
the morning with “Stockpiling,” and about lunch time go into “Federal 
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a I think we can do most of this tomorrow. If we can’t, we 
ill finish it by noon the next day. How does that sound to you? 

Mr. Evins. Fine, Mr. Chairman. 

Mr. Fiorre. “Stockpiling,” first, and then in the afternoon, 
“Federal supply’’? 

Mr. Tuomas. Yes. Then, the only big items ara “NARS,” 
“TPUS,” and ‘Administrative operations.’”’ That won’t take too 
long. Then, we have a few other odds and ends items. 

We will take up hemp and manila rope, under “Stockpiling” in the 
morning. 

Mr. Fioere. Yes, sir. 





WEDNESDAY, Frepruary 13, 1957. 
DEFENSE MATERIALS 


WITNESSES 


E. H. WEAVER, COMMISSIONER, DEFENSE MATERIALS SERVICE 

R. A. HEDDLESTON, DEPUTY COMMISSIONER 

H. C. CLEVELAND, ADMINSTRATIVE OFFICER 

T. V. WILDER, ASSISTANT COMMISSIONER, STORAGE AND INSPEC- 
TION 

G. KE. CASTO, ACTING DIRECTOR, AGRICULTURE DIVISION 

W. M. B. FREEMAN, ACTING DIRECTOR, EXPANSION DIVISION 

V. E. JOHNSON, DEPUTY DIRECTOR, STORAGE 

B. E. HARDING, ASSISTANT GENERAL COUNSEL, DEFENSE MATE- 
RIALS 

H. V. LLEWELLYN, CHIEF, DEFENSE MATERIALS BRANCH (BUDGET) 


OFFICE OF DEFENSE MOBILIZATION 


SHERMAN SHEPPARD, CHIEF, OPERATIONS DIVISION 
JAMES DURKIN, LEGAL COUNSEL 


WILBERT FRITZ, CHIEF, STOCKPILE MANAGEMENT 


STRATEGIC AND CRITICAL MATERIALS 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 


—_—_— 


| 

Program by activities: 
1. Acquisition and rotation of materials: 

(a) Cost of purchased materials. ..............-.--- $228, 823, 445 | $220, 569, 000 | $245, 212, 500 


























(b) Expenses for donated materials_......._- cashed 598, 147 500, 000 500, 000 

(c) Cost of rotated materials __.-.-.- ita ick pcaabaitited 90, 104, 677 86, 955, 000 | 87, 847, 000 

(d) Operating expenses__-_-_-._- dbl acadebidedhacchubies 315, 894 328, 000 416, 000 
eee nastege rebate sea 

Total acquisition and rotation of materials_..| 319, 842,163 | 308,352,000 | 333, 975, 500 

2. Custody of materials: ‘| SE cea adel 
(a) Storage and handling______- Jeti sitll] > TR OR 9 17, 086, 618 16, 107, 500 

(6) Physical inventory of materials _.............--|.........-..-- 3, 078, 500 6, 160, 000 

(ec) Operating expenses..._.................-... ae 1, 443, 490 1, 406, 000 1, 654, 000 

Total custody of materials___......_....._--- | 14, 946, 909 21,571,118 | 23, 921, 500 

3. Service direction.............-..--- ceneeceee-en-----|__188,024|- —-'155,100| 200,000 
4. Administrative operations__._................-.----- a 1, 354, 507 1, 313, 900 1, 530, 000 
II sos coseaichl Sikes 6g. dcnlehoielote cements cial | 336, 301, 603 331, 392,118 | 359, 627,000 
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Program and financing—Continued 





Financing: 
Com parative transfers from (—) other accounts 


Unobligated balance brought forward_................-..- —319, 363, 581 
Advances and reiinbursements from— 
rns UCiht cen cdhecnownonaknees nen —125, 151 
PO OAURE GOUIOU os oivcdnnnscccdeececccccecseccscs —83, 080, 838 
Recovery of prior year obligations.__...................... —856, 696 
Unobligated balance carried forward..................-... 389, 029, 618 


Unobligated balance rescinded (70 Stat. 344) 


Appropriation (adjusted) ...... bnhbbvabsddcnagundwndaade 521, 070, 000 


—$183, 955 


199, 349, 000 | 


—$27, 500 
| —389, 029, 618 


— 76, 655, 000 
— 11, 360, 000 
145, 680, 000 


ae Stl 
| 





! ! 
1956 actual | 1957 estimate | 1958 estimate 





—77, 447, 000 
—6, 500, 000 


Note.—Reimbursements from non-Federal sources from sale of perishable materials under the rotation 
program (50 U.S. C. 98), $83,080,776; and refund of employee terminal leave payments (5 U.S. C. 61 (b)), 
$62. 


Obligations by objects 























1956 actual | 1957 estimate | 1958 estimate 
| 
Total number of permanent positions__...................-... 470 | 453 464 
Full-time equivalent of all other positions...................-- 2 | 61 16 
Average number of all employees. __ ; Stk da 419 479 | 466 
Number of employees at end of year..._.........--..--.---..- 403 | 450 | 462 
Average salaries and grades: 
General schedule grades: 
IIIT cis 6s taictenidiitahine tend dhcmcgneiiantaanememiine’ $5, 369 $5, 640 $5, 680 
RI EO nnn tenterateseceeisen-simetducsicdacet> GS-68 | GS-7.1 GS-7.1 
Ungraded positions: Average salary_.............--..----- $4, 212 | $4, 037 $4, 037 
01 Personal services: 
POrsG DOMCG s b sank cece swe db siiusencdcs $2, 163, 212 2, 208, 100 $2, 423, 700 
Positions other than permanent__...................-. 15, 168 210, 000 56, 000 
Regular pan Ses DP, PGS ocak dc wclnncutanenten EW Danese ococaetitin 9, 500 
Payment above basic rates......................-----. BF FOUS Nob d6d cnlidcieka<|..deledasele 
Total personal services..................---_- BRE, 2, 204, 543 2, 418, 100 | 2, 489, 200 
a a TER Oe | cilahnd tictnandibeedarnattita dnc whediele al 74, 790 86, 000 116, 000 
03 Transportation of things...........-- op apiinceicataenaad 11, 389,419 | 11, 429, 900 12, 162, 000 
04 Communication services_................-..-.........---. 54, 792 | 49, 600 54, 800 
ey. Se en OD... 5. cincscndumaumohseunmauiee | 6, 238 2, 000 | 2, 000 
06 Printing and reproduction................-.-..- caneaien 18, 199 21, 500 | 23, 500 
07 Other contractual services __................-......--.----| 7, 767,459 | 13, 423, 918 17, 144, 200 
Payment to ‘Administrative operations fund, General | 
Services Administration” ..-............:.-.-..-.--- 1, 354, 507 1, 313, 900 | 1, 530, 000 
Services performed by other agencies..............-.--| 5, 336, 083 | 5, 600, 000 | 5, 800, 000 
en cous pues ibeinaioie | 307,970,255 | 297,040,000 | 320, 078, 600 
Ca « mh sas hace he hel od iS dbs ihc hh 3. | 71, 350 | 4, 000 | 3, 000 
BO IR i arte nt Seca e bina nnetibee | $6 FOO Lavi cannes ede 68, 500 
11 Grants, subsidies, and contributions: | 
INIT i OO } 152, 100 
13 Refunds, awards, and indemnities........................| 6, 860 wntaa thn ain sieht enon 
15 Taxes and assessments_....- webibbi bua 641-id - deRic edits 2, 808 | 3, 200 3, 100 
‘Tulel Oblate i42ii 2 oc ..--| 336, 301,603 | 331, 392, 118 359, 627, 000 
Budget authorizations, expenditures and balances 
| 1956 actual | 1957 estimate | 1958 estimate 
| | | 
BUDGET AUTHORIZATIONS AVAILABLE | 
Appropriation “ ever ; ‘ , $521, 500, 000 | $130, 000, 000 
Transferred to ‘Operating expenses, Transportation and | 
Public Utilities Service, General Services Administration’’ | | 
(63 Stat. 381).......--- oie Coed ; —430, 000 | 


Adjusted appropriation. 4 = 
Balance brought forward: | 


Unobligated - ........--. cetwinnp beanie ee anh od -.| 319, 363, 581 
Obligated __-- anaagt aaapensiaes dies 449, 741, 860 


521, 070, 000 | 


76, 004 


Total budget authorizations available ___---- ..}1, 290, 175, 441 


88278—57—pt. 2——-7 


| 767, 305, 622 | 


$389, 029, 618 | 
378, 2 


| 130, 000,000 


| 

145, 680, 000 

| 196, 625, 622 
472, 305, 622 
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Budget authorizations, ewpenditures, and balances—Continued 











| 
| 1956 actual | 1957 estimate | 1958 estimate 
EXPENDITURES AND BALANCES | 
Expenditures— | 
Out of current authorizations___--------.--- de os ‘ F j $2, 700, 000 
Out of prior authorizations_..____----.----------.--- \sa23, 520, 819 ee 000 | 342, 300, 000 
a SS —_————O Oe eee - 
Total expenditures__..._._..__.- Se eee 425, 000, 000 345, 000, 000 
Unobligated balance rescinded (70 Stat. 344). _- a : 199, 349, 000 |__- ad Bis : 
Balance carried forward: 
Unobligated............- See ; 389, 029,618 | 145, 680,000 |... 
Ss ertamnine Alay d SE sennnanase+-----+-] 378, 276,004 | 196,625,622 | 127, 305, 622 
Total expenditures and balances... --- ee b 290, 175, 441 | 767, 305, 622 | 472, 305, 622 


Mr. Tuomas. The committee will come to order. We will take a 
look this morning at the item “Strategic and critical materials.”’ 

We have a nice staff of experts with us. Mr. Administrator, tell us 
something about your new personnel who are handling this very 
important part of vour budget. 

With us this morning is Mr. Weaver. We have had the pleasure of 
meeting Mr. Weaver. Mr. Heddleston, the Deputy Commissioner. 
Mr. Heddleston is an old timer, isn’t he? 

Mr. F.Lorre. Yes, sir. 

Mr. Tuomas. Mr. Cleveland, the administrative officer; Mr. 
Wilder, Assistant Commissioner, Storage and Inspection; Mr. Casto, 
Acting Director, Agriculture Division; Mr. Freeman, Acting Director, 
Expansion Division; Mr. Johnson, Deputy Director, Storage; Mr. 
Harding, Assistant General Counsel, Defense Materials; Mr 
Llewellyn, Chief, Defense Materials Branch, Budgets. 

These are people from ODM, Mr. Sheppard, Chief, Operations. 
Division; Mr. Durkin, legal counsel; Mr. Fritz, Chief, Stockpile 
Management. 


BACKGROUND OF COMMISSIONER WEAVER 


Mr. Toomas. Mr. Weaver, do you want to tell us something about 
all your people aid yourself? How long have you been handling this 
setup now? 

Mr. Weaver. Mr. Chairman, as to my own background, just to 
give you a brief word, for 30 years I was with the Union Oil Company 
of California. 

Mr. Tuomas. That isa long time. It is a good outfit. 

Mr. Weaver. I retired last year as vice president of contracts and 
procurement. In the meantime I have been associated with the 
Government, this being the fourth occasion, the War Production 
Board during the war, with the Air Force in Korea, in 1953 and 1954 
with the ODM, and now in my present responsibilities with GSA 
since July 1, 1956. 

Mr. Tuomas. That is quite a commendable record and an enviable 
one. Do you want to talk about your general program? 

Mr. Weaver. Yes, sir. I don’t have much of a statement outside 
of the fact that we are pleased to be privileged to appear before vou 
gentlemen to present the budget for the Defense Materials Service of 


GSA. 


eRe ce rR ee 
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This is my first appearance before your committee. As you know, 
on our last appearance you knew us as the Emergency Pr ocurement 


Service. During the year we have changed the name to the Defense 
Materials Service, as we thought that better describes our function. 


TRIBUTE TO FORMER COMMISSIONER WALSH 


I would like to state that the passing of Mr. Al Walsh, the former 
Commissioner, was a distinct loss to the Government and to us 
personally. We envied Mr. Walsh’s grasp of the entire program. 

Mr. THomas. We join you in those fine sentiments. He was a 
great American and a fine public servant. We will all miss him. 


GENERAL STATEMENT 


Mr. Weaver. From an operating standpoint our program has been 
relatively stable. The few changes within the Defense Materials 
Service reflect recommendations of the management firm as well as 
planning for the physical inventory. 

I have acquired a pretty good knowledge of our program, but 
I must confess there are many details yet to be covered. If you will 
bear with me as these questions come up, I will refer them to some 
of my associates. Would you like me to introduce each one of them 
individually? 

Mr. Tuomas. Do whatever you like. 

Mr. Weaver. Mr. Llewellyn, who is part of the Controller’s 
Office. Mr. Casto, Director of Agriculture Division. Mr. Wilder, 
Storage and Inspection. Mr. Freeman, who is the Acting Director 
for our Expansion Program. Mr. Johnson, Deputy Director of 
Storage; and Mr. Cleveland, administrative officer. Mr. Heddleston, 
Deputy Commissioner. Mr. Harding of the General Counsel’s Office, 

Mr. Tuomas. We are delighted to have them here. Did you 
overlook anybody? 

Mr. Weaver. I didn’t introduce the ODM men. Mr. Sheppard, 
Mr. Durkin and Mr. Fritz. 

Mr. Tuomas. We are delighted to have all of you here. You 
are a man of few words. You have made a fine statement. I think 
you covered the waterfront in a few words. 

If we ask vou any questions that you can’t answer, you ask us some 
that we can’t answer. There is nothing too formal about this com- 
mittee. We are all trying to do the same thing. The way we all 
learn is by swapping ideas. 

Mr. Weaver, before we go into the details of the justification, will 
either you or one of your staff give us a rather good quick look at 
your entire program? What you have in the warehouse; what you 
have on order; what is the remaining job to be done. Give us an 
overall picture; then your big items; your next big items. You have 
some 82 items in the stockpile? 

Mr. Weaver. Seventy-five. 

Mr. TuHomas. Give us a quick view of your turnover, your spoilage. 
Call it rotation. 

Mr. Weavrn. I will have Mr. Llewellyn deal with that. He is the 
Controller’s representative. He is responsible for all these figures and 
does a good job at it. 
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Mr. Tuomas. We are not so much interested in figures. We are 
interested in something besides figures, as we will go into the figures 
later. We are interested in policy right now and facts. What is the 
status of the merchandise in your warehouses? What is your rotation 
program? Why do you have to rotate? What is the condition 
of all that rubber that I have been looking at for 9 years in your 
warehouses and general statements of that nature. 

What we have in mind, to be exact with you, is to stop and take 
a look at what you have now, and to decide whether to continue the 
program. 

You want to spend appropriated funds this year of about $130 
million. You have a carryover of $145 million. You want to pay 
out of that sum the rotation costs, storage costs, and when you get 
through you are going to buy about $215 million or $220 million of 
new materials—obligate that much money. What do you think about 
calling a halt to your program and taking stock of what you have? 
Let’s see what we are doing and where we are going. 

While we are on the subject we want to hear about the abaca fiber 
program. Why that can’t be discontinued; how much money have 
we tied up in those lands down there; what is the best way to get 
rid of them, or should they be disposed of, and so forth. 

We are not talking about figures; we are talking about something 
besides figures. 

Mr. Weaver. That is a pretty good order, Mr. Chairman. 

Mr. Tuomas. Yes, it is. We will spend as much time with it as 
you want to. 

Mr. Weaver. In the first place—— 

Mr. Txomas. We don’t want it stated that you are just a service 
agency for ODM. 


DEFENSE MATERIALS SERVICE PROGRAM 


Mr. Weaver. Our program revolves around the Stockpile Act, 
Public Law 520, the Defense Production Act expansion program, the 
agricultural trade and development program, and the domestic 
minerals program, involving 75 materials, and at the present time we 
have in the neighborhood of $6 billion in inventory scattered in 242 
locations. 

Mr. Toomas, And on order, plus inventory, it figures out to about 
$7,100 million, on order and in the warehouse? 

Mr. Weaver. As of June 30, 1956 the total provided for was 
$6,337 million. One of the major problems before us at the present 
time is taking a physical inventory of this $6 billion worth of material. 
Congress instructed and authorized us to take physical inventory, 
whieh we believe is highly essential. We are engaged in this right 
now and have made a good start on that. It is a 3-year program. 

When we started off, we decided inasmuch as this was a new job, 
and we had no experience, we would take two depots, Buffalo and 
Point Pleasant, as pilot plants. 

Mr. Tuomas. Mr. Weaver, you are getting the cart before the 
horse. Let’s go to the big part of the program. The inventory is 
something that ought to have been done 5 years ago? 

Mr. Weaver. We agree. 

Mr. Tuomas. That is the peanuts part of the program. Let’s 
look at the big thing we have. 

Mr. Weaver. Do you have a specific question? 
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QUESTION OF STOPPING THE STOCKPILING PROGRAM 


Mr. Tuomas. What are the big items in your procurement program? 
What is the status of it? What is your second next big job; what is 
your third group; what about your rotation program? All this adds 
up to one thing—what do you think of calling a halt on your purchases 
this year? You have $6 billion in the warehouse. You have another 
billion on order that is going to be coming in the next 12, 15, to 18 
months. What about stopping for 9 months, 10 months, or 12 months 
and seeing what we have? What is your thinking about that? How 
far are you along? What are the half dozen most critical basic 
materials that we have to have for the defense program? 

Mr. Weaver. Dealing with your question as to whether or not we 
can cut down on the cost of materials 

Mr. Tuomas. I didn’t mean whether you are buying them cheap 
enough. That isn’t involved right now. We are talking about stop- 
ping your acquisition program altogether for 9 months or 12 months. 
What is the need of rushing forward when you have $6 billion worth 
of critical materials in the warehouse and another billion on order? 
Do we know where we are going? 

Mr. Weaver. I will have to call on the policymaking groups for 
that. 

Mr. Tuomas. I mentioned awhile ago that we weren’t going to be 
interested in the fact that you were a service agency for ODM. 

Mr. Weaver. Congressman, that is exactly it. 

Mr. Tuomas. Would you mind giving us your opinion, and we will 
get theirs later. 

Mr. Weaver. Strictly speaking, we are carrying out their program. 
We have no decision as to what we are to do, what we are to acquire, 
Congressman. It is wholly at their direction. We have no respon- 
sibility for making decisions as to what we acquire. 

Mr. Tuomas. Do you mind giving us your opinion off the record? 
That will take you off any hook that you may think you may get on. 

Mr. Weaver. You place me in an embarrassing position. 

Mr. Tuomas. We don’t want to embarrass you. What you say is 
off the record. It isn’t our purpose to embarrass anybody. What 
do you think about it, Brother Floete? 

Mr. Fuioere. Is this off the record? 

Mr. Tuomas. Yes. 

(Discussion off the record.) 





STATUS OF STOCKPILED MATERIALS 


Mr. Tuomas. Out of the 72 materials, you have attained your 
minimum objective on how many? 

Mr. Fiorte. We estimate that on June 30, 1958, the minimum 
objective will be attained on 51 commodities. 

Mr. TuHomas. Percentagewise, what is that? That is all in your 
justification. 

We will insert the table at the bottom of page 220 in the record at 
this point. 
(The material referred to is as follows:) 
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“Based on existing stockpile objectives, and the proposed budget, the status 
of procurement on June 30, 1958, of the 75 materials on the stockpile list is 
expected to be as follows: 

‘‘Number of materials 


Minimum | Long-term 





objective objective 
Percent procurement completed: 

100 51 16 

5 5 

6 9 

5 12 

3 7 

2 4 

172 53 





“1 3 materials have no minimum objective.”’ (From the budget for 1958.) 


Mr. Tuomas. On minimum objective, you have 51 out of the 72. 
That is a pretty good percentage; isn’t it? 

Mr. Fiorts. Yes, sir. 

Mr. Tuomas. About 75 percent complete, in other words? 

Mr. FLoets. Yes, sir. 

Mr. Tuomas. For the long-term objective, you have 16. Then, 
from 90 to 99 percent you have 5 minimum, 5 long term. That is 
good. What is the difference between the long-term and the minimum 
objective? 

Mr. Fiorte. I can’t tell you the basic reason. I can tell you what 
it looks like between minimum and long-term. 

Mr. Tuomas. That is what I am talking about. This is quantity 
that we are talking about. Can somebody give us a pretty good 
horseback opinion as to the difference in quantity between the min- 
imum and—it is in the justifications. Can you put your finger on it? 

Mr. Fioere. I think it varies in each individual case. 

Mr. Tuomas. I think that is true, too. You have it broken down 
in one place. 

Mr. Weaver. It is page 215. 


STATUS OF ACQUISITION PROGRAM 


Mr. Tuomas. ‘Balance to be procured.” The difference between 
the minimum and the long term. This is in thousands of dollars, 
isn t it? This is a breakdown in dollars, isn t it? 

Mr. Fioete. Yes; in millions. 

Mr. Tuomas. Let’s put this table on 215 in the record. 

(The material referred to is as follows:) 
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Status of acquisition program 






“Based on existing objectives, the status of the stockpile at June 30, 1956, 
prices is expected to be as follows: 
[In millions] 






l 
| 1956.actual | 1957 estimate | 1958 estimate 











Value of objectives: 







NM hic Stee. was. ih. dessa mr 5 $6, 376.3 | $6, 379.8 $6, 379. 8 ' 
Long-term... --- saditetania na wah alee eiiadieal 4, 482. 8 | 4, 535. 5 | 4, 535. 5 i 
; | | — —————— ' 

id dattdane tah tied gh cnt’ concise tid hail detec 10, 859. 1 10, 915. 3 | 10, 915. 3 


Procurement for objectives: 

















Inventory: 
Minimum.._.....-- hi NZ Be ia 4, 753. 3 | 5, 038. 4 5, 234. 0 
Long-term........-.-.- . po shaun G0 babi 1, 188.7 | 1, 335.8 1, 454. 6 | 
Gted dd. ui Sit. sede weirila el 5, 942. 0 | 6, 374. 2 6, 688. 6 i 
On order: | 
Minimum. ............--. eu 264.5 | 128. 0 80. 3 i 
RP ndknttecndaencess ; aeaiae 130.7 | 54.0 30.9 Hi 
i 










Total. 





395. 2 | 182. 0 111.2 






Total procured: 





Minimum. ...--.--- : 5, 017.8 | 5,166 4 5, 314.3 
Long-term... ......- a3) st Bers 1, 319. 4 | 1, 389. 8 1, 485. 5 
BOMB OS AOI DHE Sete, she 6, 337. 2 6, 556. 2 6, 799. 8 





Balance to be procured: 
Minimum etenemees itdadd ‘ , i } 1, 358. 5 1, 213.4 1, 065. 5 
Nl god etn calane kh hp cna dndiosenabepeban 3, 163. 4 | 3, 145.7 3, 050. 0 
Na ae ; 5535 ob al 4, 521.9 4, 359. 1 | 4, 115.5” 




























(From the budget for 1958.) 


Mr. Tuomas. If you were to stop with what you have in the 
warehouse and what you have on order, would this third column have 
a total figure of minimum? 

Mr. Meptey. By the end of the current fiscal year 1957, the second 
column, we will have $6.3 billion in the warehouse and another 
$182 million on order, making a total on order and in the warehouse 
of $6.5 billion. 

Mr. Tuomas. Contracts entered into by GSA under section 304 of 
the act totaled $7,100 million gross transactions as of June 30, 1956. 
That has been 7 months ago. . 

Mr. Meptey. That is under the Defense Production Act, for which 
as you know, we use funds authorized by section 304b of the Defense 
Production Act. 

Mr. Tuomas. That is one of your main sources for funds? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. That was set up to come into this supply, so you 
have to include it now. 

Mr. Meptey. We always show it here because it is related to the 
stockpile program. 

Mr. Tuomas. DPA was set up to feed this program, to be exact 
about it; wasn’t it? 

Mr. Meptey. True, Mr. Chairman. Not all the materials acquired 
under the authority of the Defense Production Act meet stockpile 
specifications. So not all of them acquired are brought into the 
stockpile. 

Mr. Tuomas. I don’t know about the accuracy of that statement 
about meeting the stockpile specifications. You release some of that 
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material to the public. You don’t.mean it doesn’t meet specifica- 
tions? 

Mr. Meptey. In some cases it doesn’t meet stockpile specifications. 
In other cases the amount acquired under the Defense Production 
Act exceeds the minimum or long-term objective. 

At the end of fiscal 1957 we would have in the warehouse and on 
order $6.5 billion, which would then leave $4.4 billion yet to be 
acquired. Then with the 1958 program that is justified here, we 
would have a balance of $4 billion yet to be acquired at the end of 
fiscal 1958, of which $1 billion would be applied to minimum objective 
and $3 billion to the long term. 

Mr. Tuomas. If you were to stop your purchases at the end of this 
fiscal year for the purpose of taking an appraisal, how much would 
you have in the warehouse and on order, with reference to your entire 
minimum needs? 

Mr. Meptey. We would have $6,556 million in the warehouse and 
on order, which would leave a balance of $4,359 million yet to be 
procured. 

Mr. Tuomas. That is long term. I am talking about how much 
would you have with reference to your minimum requirements. 

Mr. Mepuey. We would still have $1,213 million to go on the mini- 
mum requirements. 

Mr. Tuomas. Your table says $1,065 million. 

Mr. Meptey. It is the middle column, Mr. Chairman, that shows 
us where we will stand June 30, 1957. 

Mr. Tuomas. I think you are right. How many of your 72 ma- 
terials at the end of fiscal year 1957 will you have your minimum 
requirements fulfilled on? Is that 51 or would it be more than 51 of 
your 72? 

Mr. Meptry. The 51, sir, applies to where we will stand on June 
30, 1958, based on this program. 

Mr. Tuomas. How many, at the end of June 30, 1957, out of the 72? 

Mr. Weaver. We will have to secure that information for the 
Chairman. 

Mr. Tuomas. Where is the list of those 51 materials? Where are 
they set out? 

Mr. Meptey. In the secret tables which were submitted to the 
committee separately, Mr. Chairman. 

Mr. Tuomas. Do you want to read those into the record? Would 
it hurt? 

Mr. Meptey. I think we can put them in, and then if the security 
people ask them to be taken out that can be done. 

Mr. Weaver. The names of the materials are not classified but the 
amounts are. 

Mr. Tuomas. Give us the names of the materials. What are they? 


STATUS OF INDIVIDUAL MATERIALS 


Mr. Weaver. Those that are completed, Mr. Chairman, going 
down on this page 1 you will note the next to the last column, each 
one there—abrasives is complete. Agar is complete. 

(Discussion off the record.) 

Mr. Tuomas. We are getting into some quantities and dollarwise, 
small ones. Your big one so far is aluminum, isn’t it? 

Mr. Weaver. That is right. 





957 
BAUXITE 


Mr. Tuomas. What is your next big one, bauxite? 

Mr. Weaver. Bauxite is pretty healthy. 

Mr. Tuomas. That is the ore from which you make aluminum? 

Mr. Weaver. That is right. Let’s go to the first item on page 2, 
another type of bauxite. That is pretty healthy. 

Mr. Tuomas. You get most of that inside the continental United 
States? 

Mr. Weaver. Mostly outside. 

Mr. THomas. You have quite a sizable source of supply in the 
United States on bauxite, haven’t you, from the State of Washington 
and from Arkansas? 

Mr. Weaver. Not in any quantities to meet the production re- 
quirements of aluminum these days. 

Mr. THomas. What part of our total needs for bauxite is produced 
in the United States? 

Mr. Weaver. I can’t supply that figure. As far as the stockpile 
is concerned, there is none. 

Mr. Tuomas. I am talking about our total needs in the United 
States. What part of it is produced here? 

Mr. Frirz. About two-sevenths in the United States. 

Mr. Tuomas. About 29 percent is produced in the United States. 
The other 71 percent is outside the United States? 

Mr. Weaver. If you want to skip over the unimportant items, 


Mr. Chairman 


CASTOR OIL 


Mr. Tuomas. What about castor oil? 

Mr. Weaver. It is complete. 

Mr. Tuomas. Where is it produced? 

Mr. Weaver. I will call on Mr. Casto. 

Mr. Castro. Castor beans come up primarily from Brazil. 

Mr. Tuomas. Is it manufactured in this country? 

Mr. Casto. Yes, sir. The beans are crushed in this country. 

Mr. Tuomas. Do we have any production inside the United States? 
Mr. Castro. Of the castorbean itself, no. 

Mr. Tuomas. What are the others? 


METALLURGICAL CHROME 


Mr. Weaver. Celestite is an unimportant item. Chromite, par- 
ticularly metallurgical, the last item on the page, is important. 

Mr. Tuomas. Is this all from outside the United States? What 
production do we have in the United States? 

Mr. Weaver. Our production in the United States is mostly low 
grade, out on the west coast. We have a domestic program which is 
not bringing in much in comparison to our goals. 

Mr. Tuomas. Are you stockpiling the low grade? 

Mr. Fiorete. Not below stockpile specifications. 

Mr. Tuomas. How much are you buying of this material? 

Mr. Freeman. The top quota in that program is 200,000 tons. It 
has been in effect since 1951. We have acquired during that period 
of time up to approximately 140,000 tons of the 200,000 tons, that is, 
chrome which meets a specification which at the time the program was 
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set up was the minimum specification allowed in the national stock- 
pile. Our current rate of acquisition is approximately 25,000 long 
tons per year from this domestic source. 

Mr. Tuomas. What about outside the United States where you get 
the high-grade ore? Where do you get it? How much do you have; 
and how much do you intend to get? Is this the chrome that you 
plate metal with? 

Mr. Weaver. That is part of it. 

Mr. Tuomas. What part of your total program comes from outside 
the United States? 

Mr. Freeman. The production in the United States, sir, is very 
small compared to the world production of chrome. A large part of 
the chrome which is imported into the United States comes from 
Turkey. 

Mr. Tuomas. How much do we have in the stockpile, how much on 
order in reference to your minimum objective? Do we have minimum 
needs now in the warehouse? 

Mr. Weaver. On metallurgical chrome, Mr. Chairman, we are 
complete on the minimum objective. But on the long-term 
objective 

Mr. THomas. You are complete on all these 51 metals? 

Mr. Weaver. We will be complete on those items by the end of 
1958. 


COCONUT OIL 


Mr. Tuomas. Where is coconut oi) produced? 

Mr. Castro. It is produced primarily in tropical areas. 

Mr. Tuomas. Where are we getting it from? 

Mr. Casto. A large portion of the coconut oil comes from the 
Philippines, also from Indonesia, from Malaya, Nigeria, and other 
parts of Africa. 

Mr. Tuomas. What is the life of this oil before you have to get 
rid of it—2 or 3 years, 18 months? 

Mr. Casto. Four to five years. 

Mr. Tuomas. It becomes stale? 

Mr. Casto. Becomes high in acid. 

Mr. Tuomas. How often do you rotate it? 

Mr. Casto. We turn over every 4 years. We have completed the 
rotation of the quantity that we estimated we would move in fiscal 
1957, and we are also rotating a small additional quantity that we did 
not budget for initially. 

Mr. THomas. What is the value of this coconut oil in national 
defense? What do you use it in? 

Mr. Casto. The commercial use is primarily in the soap industry. 

Mr. Tuomas As a matter of fact, you use it in the soap industry 
but fat will do the job, won’t it? If necessary, we could go to Swift 
and Armour and the rest of our abattoirs and do away with the need 
for the oi if the going got rough, couldn’t we? You would still have 
pretty good soap, wouldn’t you, from fats? 

Mr. Wixprr. Coconut oil is stockpiled for use in the manufacture 
of napalm, fire bombs. 

Mr. Tuomas. Any fat can be used as well as this oil, can’t it? 

Mr. Wixper. It is not my understanding that that is true. 

Mr. Toomas. What is your understanding? 





Mr. Wiper. Coconut oil is the basic material for the making of 
napalm. 

Mr. THomas. Would any other fat do as a substitute, or is this 
oil more desirable? 

Mr. Witper. It wouldn’t. It has certain characteristics which 
made it 

Mr. Tuomas. A fire bomb? 

Mr. Wiper. That is correct. 

Mr. Tuomas. In this day and time, with our atomic and hydrogen 
bomb, I imagine they will start enough fires if one of them is ever 
dropped without having to drop some fire bombs. You are not 
planning to buy any coconut oil out of this budget? 

Mr..Weraver. We are 100 percent complete, but we will have to 
continue to rotate. 

Mr. Toomas. That means you are going to replace it as soon as 
they sell it? 

Mr. Weaver, That is right. 


COPPER 


Mr. Tuomas. What about copper? You are getting to some big 
ones here. 

Mr. Fritz. Mr. Chairman, that is classified information which we 
could supply. 

Mr. Tuomas. Leave it off the record and tell us now. 

(Discussion off the record.) 

Mr. Evins. It seems to me this is the most unsatisfactory report 
we have received on the critical materials items. I think we should 
know how much is needed, and how much we have now on hand. 
Perhaps we have a stockpile of material that is deteriorating. I think 
we should have a somewhat larger and certainly a more clear picture 
of this situation. 

CORDAGE FIBERS 


Mr. Tuomas. I concur in the statement. Let’s look at 2 or 3 more. 
We are rotating fibers, abaca and sisal. We are spending money in 
Central America on this item. We have our minimum needs and 
maybe our long-term needs on cordage and fibers. 

Mr. Casto. We are complete on cordage fibers. We have no 
program in 1956 to purchase, and the same in 1957 and 1958. 


LEAD 


Mr. Tuomas. Lead, magnesium, and manganese. You can’t oper- 
ate a war without those, can you? Let’s look up lead. What is the 
status of lead? You have your minimum requirements of lead, 
magnesium, and manganese. How much lead are we producing inside 
the United States with reference to our wartime needs on a yearly 
basis? 

Mr. Frirz. The United States production of primary lead is 320,000 
to 350,000 tons. 

Mr. Tuomas. 330,000, we will say, in round figures; 330,000 tons 
per year? 

Mr. Frirz. Yes, sir. 

Mr. Tuomas. How much do we use? 
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Mr. Frrrz. Our consumption runs 1,200,000, or slightly over that. 

Mr. Tuomas, 1,200,000 tons? 

Mr. Frirz. That is peacetime. 

Mr. Tuomas. What do we produce; 25 percent? 

Mr. Fritz. There is a large production of secondary lead. That 
runs about 400,000 or a little more per year. 

Mr. Tuomas. Secondary? You mean cheap ore? 

Mr. Frirz. It is scrap from batteries and that sort of thing. 

Mr. Tuomas. You add that then to your 330,000 tons? 

Mr. Frirz, That is right. Our soted production, primary and sec- 
ondary, runs close to 800,000 tons a year. 

Mr. TxHomas. 65 percent is our total production compared with our 
total needs on an annual basis? 

Mr. Fritz. Yes; about two-thirds. 

wr Tuomas. Where do we get the other 30 or 35 percent that we 
need? 

Mr. Fritz. It is imported from Canada, Mexico, Peru, Yugoslavia, 
South-West Africa. 

Mr. Tuomas. How much do we get from our adjacent neighbors, 
Mexico and Canada? 

Mr. Frirz. The bulk comes from Canada and Mexico. 

Mr. Tuomas. You could certainly pull in your horns on lead, then, 
couldn’t you? What about magnesium? 


MAGNESIUM 


Mr. Frirz. Our production is roughly 70,000 tons. 

Mr. Tuomas. For the record, we have our minimum needs of 
magnesium in the stockpile now? 

(Discussion off the record.) 

Mr. Tuomas. What is our domestic production; what is our 
domestic annual needs? 

Mr. Frirz. Our production is running around 70,000 tons. It is 
going up somewhat. 

Mr. Tuomas. Our production is 70,000 tons? 

Mr, Fritz. That is right. Our consumption is slightly higher’ 
around 80,000 tons. 

Mr. Tuomas. Where do we get the 10,000? We produce 90 per- 
cent of what we need? 

Mr. Frirz. That is right. The remainder is from scrap. 

Mr. Tuomas. Inside the United States? 

Mr. Fritz. We produce, in total, practically all we consume. 

Mr. Tuomas. That ought not to be any headache, then. 

Mr. Fritz. Mr. Chairman, | think we have to keep in mind these 
figures pertain to the peacetime situation. This is one item that in 
wartime would increase substantially. That is involved in most of 
these materials. 

Mr. Evins. You are not stockpiling these items for peacetime pur- 
poses; you are stockpiling them for emergency purposes. 

Mr. Tuomas. How much increase would it be for wartime purposes? 

Mr. Frirz. I don’t have the figures with me. 

Mr. Tuomas. How much would it be? 

Mr. Fritz. It would be a big increase. 
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Mr. Tuomas. You are going to cut the civilian requirements down 
to the bone to offset your military requirements, and won’t one balance 
out the other? 

Mr. Fritz. No; it will not. The military requirements are too 
large. 

Mr. Tuomas. How much additional would it take under those cir- 
cumstances; 10 to 15 percent over the figures you have given? 

Mr. Frirz. No; it is larger than that. 

Mr. THomas. How much? 

Mr. Fritz. I don’t have the figures here with me. I would have 
to get those. 

Mr. Tuomas. We have gone into this figure time and time and time 
again in this committee. Does anybody have a reasonable guess? 

Mr. Meptey. I would like to say, Mr. Chairman, the principal 
production of magnesium in this country is by Dow. 

Mr. Tuomas. It is a light metal, not a substitute for aluminum. 
It is more or less in a competitive field with it. 

Mr. Mep.ey. During the Korean emergency the committee will 
recall they appropriated funds to rehabilitate about four magnesium 
plants that were in the national industrial reserve. 

Mr. Tuomas. Are they in production now? 

Mr. Meptey. No; they have long since been closed down. 

Mr. Tuomas. The plants haven’t been sold? 

Mr. Fiorre. About half of the Dow plant in Texas has been sold, 
and we are now attempting to sell the other half. 

Mr. Tuomas. What about the others up in Michigan? 

Mr. Fiorete. There is one in Painesville, Ohio, which we are now 
presently trying to sell. 

Mr. Tuomas. The plants have been taken out of the industrial 
reserve and offered for sale? 

Mr. Fiorere. Yes. But I have forgotten whether they are with or 
without the national security clause. 

Mr. Tuomas. Where do we get our supply? Are we producing 
inside the United States now our needs for magnesium? 

Mr. Fritz. Yes, we are. 

Mr. Tuomas. Is there any outside source available? 

Mr. Fritz. Canadian. 

Mr. Tuomas. With our plants which are now in standby condition, 
and apparently up for sale, we met our World War IT needs from those 
plants, didn’t we? 

Mr. Fritz. In a future emergency there would be a deficit. I can 
give you, Mr. Chairman, the figure on the 5-year requirement. I 
can’t give it to you by individual years. This is a classified figure and 
it should be dealt with accordingly. 

(Discussion off the record.) 


MANGANESE 


Mr. Tuomas. This is another item in which it is obvious from the 
answers given today that another look-see ought to be taken. What 
about manganese? You can’t make steel without manganese. This 
is one of the most important metals. 

Mr. Weaver. Metallurgical manganese, Mr. Chairman, we have 
completed the objective on that. 
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Mr. Tuomas. Long-term, minimum, or what? 
Mr. Weaver. Minimum objective. 
(Discussion off the record.) 

Mr. Tuomas. Is that based upon World War II needs? 

Mr. Fritz. That is based on a projection ahead for a 5-year period, 
taking into account the assumption—— 

Mr. Tuomas. There isn’t going to be any 5-year war. We arm- 
chair generals can almost guarantee you that. How is the world 
going to stand a 5-year war with atomic and hydrogen bombs? It 
will be over in 30 days, 2 months, 2 weeks, 1 year, who knows? Your 
figures may have been good at the end of 1946 when they were made. 
Certainly you can’t figure on a 5-year warnow. What is our industrial 
production now on manganese? 

Mr. Wivper. 285,000 tons. 

Mr. Tuomas. Our minimum needs are what? 

Mr. Fritz. Our consumption is running slightly over 2 million tons 
per year now. 

Mr. Tuomas. Would it be in excess of that by war needs, or less? 

(Discussion off the record.) 

Mr. Txomas. How much manganese do you produce in a year? 
Is it 20 or 25 percent that is produced in the United States? 

Mr. Frirz. It is only a small fraction. 

Mr. Tuomas, On the figures you gave me it is either 20 or 25 per- 
cent; is that it? 

Mr. Fritz. Only about 10 percent. 

Mr. Tuomas. Where do we get the difference of 90 percent? 

Mr. Frirz. It comes from a number of sources: Mexico, Cuba, 
Brazil, the Gold Coast, Belgian Congo, Union of South Africa, and 
India. 

Mr. Tuomas. Big suppliers at one time were India and Russia; 
were they not? 

Mr. Frirz. That is right. 

Mr. Tuomas. Is Russia out of the picture as a supplier now? 

Mr. Fritz. Yes. 

Mr. Tuomas. For what part of our total foreign supply did we 
depend on Russia that we are not now getting—60 or 50 percent of 
the total foreign supply? 

Mr. Fritz. I think about a third. 

Mr. Tuomas. How much are we getting from our nearby neighbors 
now, South America and Mexico, of our total foreign supply? 

Mr. Fritz. I don’t have the figures. 

Mr. Tuomas. What is your best guess? 

Mr. Fritz. We are getting a substantial quantity from India. at 
the present time. 

Mr. THomas. How much from India? 

Mr. Fritz. I don’t have the figures. 

Mr. Tuomas. I think I remember last year it was 40 or 45 percent. 
You were getting the bulk of it from India; is that substantially 
correct? Is that too high? 

Mr. Wivper. I think about 40 percent would be about right for 
last year. 

Mr. Tuomas. What are we getting from our nearest neighbors, 
Mexico and South America? 

Mr. Wiper. The United States is going to get from Brazil about 
600,000 tons in this present calendar year. 
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Mr. Tuomas. A very small amount. 

Mr. Wiper. The stockpile is going to get 400,000, some in 1957 
and some in 1958. 

Mr. Tuomas. Is the supply available in South and Central America 
to partially satisfy our needs? 

Mr. Wiper. This is a new development done under the Defense 
Production Act. 

Mr. Tuomas. How much is available there, if developed? 

Mr. Wiuper. We are getting 400,000. There is another 50 percent 
available for industry in this country and in South America. 

Mr. Tuomas. In other words, 50 percent of our normal needs are 
down there, if we want to get it? 

Mr. Wivper. That is right. 

Mr. Tuomas. What about Mexico? 

Mr. Freeman. That new development in Brazil, as I understand it, 
can easily produce 1 million tons a year when they get into production. 
Mr. THomas. What about Mexico? 

Mr. Fritz. It is relatively small. 
Mr. Freeman. Most of the Mexican manganese is low grade. It 
1s Manganese ore that runs 20 to 25 percent manganese content. 

Mr. VurseE.u. I thought I heard a reference to . Canada, and I was 
anxious to know if they produced manganese in Canada. If so, 
what are the prospects for ‘mporting from Canada? 

Mr. Frirz. The Canadian production at the present time is rela- 
tively small. They have large deposits of low-grade manganese, 
but at the present time that is not being worked. 


NICKEL 


Mr. Tuomas. What about nickel, generally? What is the status 
of nickel? That is pretty important. It is produced in Canada and 
in 2 or 3 other places. 

Mr. Fioete. Mr. Chairman, the free world production of nickel now 
is approximately 440 million pounds a year. Approximately 80 
percent of that is in Canada, and over 60 percent of free world pro- 
duction is produced by Internationa] Nickel. There are some smaller 
countries which have some, but the large proportion is from Inter- 
national Nickel. We have been recently authorized by ODM to 
consider expansion of nickel production, particularly from Cuba. 
In the meantime, International Nickel announced late last fall a 
large expansion in Manitoba, approximately 130 million pounds of 
added production, which will come in sometime in 1960 and 1961. 

We are continuing to explore what can be done in Cuba, where 
the largest deposits of this type product are located in the Western 
Hemisphere. I can’t say just when that will be concluded, but it is 
in active process now. 

Mr. Tuomas. We can put on the record about the Nicaro plant. 
You have a plant in Cuba in which you have $85 million tied up. 

Mr. Fuorre. Yes, sir. I can put that on the record. The Nicaro 
plant——— 

Mr. Tuomas. Are you considering further expansion—the expend- 
iture of how many millions of dollars on the Nicaro plant in Cuba? 

Mr. Forres. Historically, the Nicaro plant was started during 
World War II. At that time approximately $32 million was spent 
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on it. It got into production and produced a substantial amount of 
nickel during the war. Then it was closed down at the close of the 
war, was reactivated at the time of Korea, and approximately $12 
million was spent in rehabilitating it. That made an investment of 
some $45 million. 

Three years ago this summer it was decided to expand that produc- 
tion by approximately 75 percent. The construction contracts were 
entered into, and I am glad to report to you that they are about 99 
percent complete and we are hoping to have the whole job done this 
month. 

Mr. Tuomas. Is it $80 million that you have tied up there now? 

Mr. Fionre. It was estimated that that expansion would cost 
$43 million. It looks now as if it will cost between thirty-nine and 
forty and will, as I say, be complete, I hope, fully complete this 
month. The plant has been producing in a very satisfactory manner 
throughout this year and last, I think throughout 1955 and 1956, 
and is now operating at a rate of approximately 32,500,000 pounds 
a year. 

(Discussion off the record.) 

Mr. Tuomas. What is our production now in the continental 
United States, if any, on nickel? 

Mr. Weaver. Not more than 17 or 18 million pounds a year. 

Mr. Tuomas. A drop in the bucket? 

Mr. Weaver. Yes, sir. 

Mr. Tuomas. How much are we producing at Nicaro and how much 
are we getting from Canada, how much from Sweden, Norway, 
Petsamo? That is all Russian. You don’t get any there? What is 
your foreign supply of nickel? 

Mr. Weaver. As was indicated before, practically all of it is 
Canada, outside of the Government plant at Nicaro. 

Mr. Tuomas. How much are we going to produce at Nicaro this 
year after the plant gets in operation? It will be in operation in 
another 60 or 90 days at the most. 

Mr. Fioerte. It is planned to produce at least 50 million pounds a 
year, and perhaps it will 

Mr. Tuomas. Beginning June 1 of this year? 

Mr. Fiorere. We would hope that. 

Mr. Tuomas. The supply is being broadened in Canada? 

Mr. Fiogers. By 130 million pounds. 

Mr. THomas. How much did we put in Falconbridge under the 
DPA Act? How much are we supposed to get out of there? 

Mr. Mrpiey. Under contract DMP-60 we will get 100 million 
pounds of nickel. The contractor also has the option to sell an 
additional 50 million pounds. 

Mr. Tuomas. We have another contract in Norway, haven’t we? 

Mr. Fiorrs. That is Falconbridge, too, isn’t it? However, the 
ore is produced in Canada and the final processing is done in Norway. 

Mr. Tuomas. Yes. How much are we supposed to get there? 
Aren’t we in pretty good shape now on nickel? It is an awfully 
critical material for wartime purposes, and peacetime, too. Aren’t 
we in pretty good shape now, or what do your studies indicate? 

Mr. Frirz. One factor that enters into the picture there is the 
concentration of production. 
Mr. Tuomas. In Canada? 
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Mr. Frirz. In Canada and Cuba. 

(Discussion off the record.) 

Mr. Tomas. In other words, you are going to have to reevaluate 
your estimates? 

Mr. Frirz. Yes. 


TUNGSTEN 


Mr. Botanp. I wonder if you would pursue the question on the 
tungsten program. 

Mr. Tuomas. Give us the picture on tungsten. That is vital, too. 

Mr. Frememan. Under the domestic program that was put into 
effect in 1951, and which finished last year, we got approximately 
3 million units, which was the objective of the program. That tung- 
sten is all still in a Government inventory, the defense production 
inventory. None of it has been transferred to the national stockpile 
and a very small amount of it has been sold to industry. 

Mr. Tuomas. I didn’t quite get your first statement. What shape 
are we in generally with reference to tungsten? How many pounds 
in the warehouse? 

Mr. Weaver. We are complete in all of our objectives on tungsten. 

Mr. Tuomas. How much is produced in the United States a year? 

Mr. Frirz. The domestic production is of stockpile grade in about 
10 million pounds. 

(Discussion off the record.) 

Mr. Wivper. We are long on tungsten. 

Mr. Tuomas. We are high on it? 

Mr. Wivper. We are actually over in what we have on inventory. 

Mr. Tuomas. Who was our supplier? What countries? 

Mr. Witper. Spain, Portugal, and Korea. 

Mr. THomas. How much do we get from Spain and Portugal? 

Mr. Wiuper. The great balance of what we are still getting is 
under Spanish and Portuguese contracts. 

Mr. Tuomas. What production do we have in the United States? 

Mr. Freeman. The production of all grades in the continental 
United States was roughly about a million units a year, which would 
be about 15 million pounds of tungsten. This was during the period 
when the Defense Production Act program was in full swing. 

Mr. Tuomas. That is about 40 percent of our total needs which is 
produced in the United States? 

Mr. Freeman. Yes. There is an extensive tungsten program. 

Mr. THomas. About 40 percent? 

Mr. Freeman. I didn’t follow the other figures. It would be 
about 15 million pounds per year. 


TIN 


Mr. Toomas. That would be 40 percent. What about tin and 
rubber? Give us the picture on tin. 

(Discussion off the record.) 

Mr. Tuomas. Who are our foreign suppliers? 

Mr. Weaver. Malaya, Bolivia. 

Mr. Freeman. Some from the Belgian Congo. 

Mr. THomas. How much do we produce in the United States? 

Mr. Freeman, None. 


88278—57—pt. 2 
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RUBBER 


Mr. THomas. What about rubber? What is your annual consump- 
tion? Is this synthetic rubber? 

Mr. Castro. This is natural rubber. An annual consumption of 
650,000 tons. 

(Discussion off the record.) 


MATERIALS EXCEEDING OBJECTIVES 


Mr. Tuomas. We are in pretty good shape. How many items do 
we have an oversupply of in the warehouse now? 

Mr. Frirz. That figure is in the classified report. 

Mr. Tuomas. How many? 

Mr. Wnaver. We don’t have it by number. 

Mr. Tuomas. What is your best guess? What part of the 72 do 
you have an oversupply of? Who will come up with a good guess, 
and then correct the record. 

Mr. Meptey. There are 13 materials where the total provided for 
exceeds objectives. 

WARTIME SUPPLY 


Mr. Tuomas. Has this program been evaluated in terms of atomic 
warfare? Off the record. 

(Discussion off the record.) 

Mr. Weaver. You have to look for ODM guidance on that. 

Mr. Frirz. Yes; which must conform to the strategic assumptions 
received from NSC. 

Mr. Tuomas. When was the last time? 

Mr. Fritz. We had the NSC guidance last year on this. 

Mr. THomas. They didn’t change the figures any? These are 
practically the same figures that you came up with in 1946 and 1947. 

Mr. Fritz. We are not stockpiling exclusively for an atomic war. 
There may be other situations to be provided for. 

Mr. THomas. When did you last revise your general estimates and 
figures? This act was passed in 1946. Most of your figures I recognize 
as 1946 figures. Have you changed them? Have you revised your 
estimates since then? 

Mr. Frirz. They are being revised continually. 

Mr. Tuomas. Who does the revising for you? 

Mr. Fritz. The military requirements are supplied by the Depart- 
ment of Defense. The essential civilian requirements are generally 
supplied by the Department of Commerce. In some cases they are 
supplied by the Department of Agriculture or by the Department of 
the Interior. 

Mr. Tuomas. In what part of your overall stockpiling program is 
there to be a set-aside for the military, and what part for the civilian 
use? 

Mr. Frirz. In the overall? 

Mr. Tuomas. Yes, sir. 

Mr. Frirz. The figure will vary widely according to the item. The 
stockpile is set up to cover both military and essential civilian require- 
ments. It depends on the item. 

Mr. Tuomas. What is a good horseback opinion of a division, 60—40 
with 40 percent civilian? 
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Mr. Frirz. One of the difficulties we have there is deciding how the 
supporting industrial requirements should be classified. Many of the 
requirements are indirect. For example, in tin, the use for solder is of 
considerable importance in the total, and yet it is practically impos- 
sible to allocate that consumption. 


1958 PURCHASE PROGRAM 


Mr. THomas. How much money do you intend to spend in fiscal 
1958 for purchasing new materials or making contracts for materials? 
You have $130 million this year in fresh money. You have a large 
unexpended balance. What do you intend to put in the warehouse 
and what material? 

Mr. Weaver. The 1958 estimate shows that we have $68.4 million 
for open-market purchases. The Commodity Credit Corporation will 

rovide $105.4 million, and the purchases of materials from the 
Defense Production Act will be $71.4 million. 

Mr. THomas. What are those materials? We are going to put 
those in the record in a minute. 

Mr. Weaver. We have an estimate here, Mr. Chairman. It is 
estimated that the Ores Division will purchase materials as follows: 
Asbestos—I will just give the round figures—$1.3 million; bauxite, 
$10.6 million; bery], $5 million; metallurgical chromium, $30.3 
million; columbite, $940,000; manganese, battery grade, synthetic, 
$5.5 million; and manganese, metallurgical, $20.3 million; molybde- 
num, $3.2 million. 

Mr. Tuomas. How much does that total? 

Mr. Weaver. That totals roughly $77 million. 

Mr. Tuomas. That is for metals? 

Mr. Weaver. No, sir; that is for ores. For metals: Antimony, 
$2.8 million; bismuth, $53,000; cobalt, $26.4 million; copper, $36 
million ; lead, $19.1 million; selenium, $2 million ; zinc, $20 million. 
That totals about $106.3 million. 

Mr. Tuomas. Between metals and metallic ores, you have about 
$180 million? 

Mr. Weaver. That is right. Going back here to the figures, the 
acquisitions, under the three programs, the Commodity Credit Corpor- 
ation, the open market purchases and the materials from the Defense 
Production Act inventories to the stockpile. 

Mr. Tuomas. Is that your total now? 

Mr. Weaver. We have minerals: Fluorspar, acid grade, $2.6 
million; fluorspar, metallurgical grade, $5.1 million; jewel bearings, 
$2 million; mica, muscovite block, $20.8 million. Then there is 
film miea, $7.8, splittings, $3.7. 

Mr. Tuomas. Is that domestic? 

Mr. Weaver. Both foreign and domestic. Silicon carbide, $4.1; 
tale, $132,000. All these figures I have given you are all mixed up 
with the several categories that I mentioned in the expenditures. 

Mr. Tuomas. What does it all add up to? 

Mr. Weaver. $245 million, roughly. 


BUDGETARY REQUIREMENTS 


Mr. Tuomas. Mr. Reporter, will you put in the record at this 
point page 212? 
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(The material referred to is as follows:) 


Strategic and critical materials 
Program 
$331, 392, 118 
+28, 234, 882 


359, 627, 000 


GENERAL STATEMENT 


Legislative authority.—Acquisition and stockpiling of selected strategic and 
critical materials was initially authorized by Public Law 117, 76th Congress (53 
Stat. 811). Shortages of such materials during World War II prompted 79th 
Congress to enact Public Law 520, Strategic and Critical Materials Stock Piling 
Act of 1946. This law authorized continuation of a stockpiling program on a 
greater scope and had as its primary objective the elimination of a precarious 
and costly wartime dependence upon foreign sources of essential raw materials, 

Organization and operations.—‘In carrying out the Strategic and Critical Ma- 
terials Stock Piling Act of 1946 (50 U. 8. C. 98 et seq.), the Defense Materials 
Service acquires and administers materials inventories in accordance with guide- 
lines established by the Office of Defense Mobilization” (from the budget for 
1958). 

By authority of Reorganization Plan No. 3 of 1953, effective June 12, 1953, ODM 
issues purchase directives to GSA which set forth the quanity, quality, and 
types of materials to be acquired within a specified period of time. These direc- 
tives also set forth general provisions and procedures under which material is 
acquired, and prescribe criteria governing storage. 

Responsibility for administering the stockpile program is vested in GSA which, 
through DMS, plans, develops, and coordinates procurement, inspection, and 
storage operations. 

Responsibility for transportation of strategic materials, including contracting, 
routing, and control en route is vested in the Transportation and Public Utilities 
Service, financed under appropriation “Operating expenses, TPUS.” 

Administrative support of program operations is supplied by the respective 
staff offices of GSA, financed through the administrative operations fund by 
deposits from strategic and critical materials appropriation. 

Activities of GSA are carried out through a central office staff which develops 
policies to be followed in achieving the stockpile goal. While most of the pur- 
chase operations are conducted in the central office, a substantial portion of 
inspection, storage, and transportation personnel is located in GSA regional 
offices and at strategic and critical materials warehousing locations. 

Budgctary requirements.—“The continued high level of economic activity 
through 1956 has maintained a heavy industrial demand for several stockpile 
materials, necessitating substantial diversions of deliveries of such materials as 
copper, nickel, and aluminum to industrial consumption. 

“The requested appropriation for 1958 of $130 million plus unobligated bal- 
ances from 1957 would finance the acquisition of $245 million of new materials 
and the cost of custody and rotation of existing inventories. The $245 million 
is budgeted: $69 million for direct purchases in the open market almost entirely 
from domestic sources, $71 million for materials being delivered under Defense 
Production Act expansion contracts, and $105 million for materials secured 
through barter of surplus agricultural commodities’ (from the budget for 
1958). 


Mr. Txomas. It shows for the last year, fiscal 1957, the strategic 
and critical materials program was $331,392,118, an increase this year 
of over $28 million, bringing the total to $359,627,000. - It is worth re- 
reading this language under your budgetary requirements: 

The continued high level of economic activity through 1956 has maintained a 
heavy industrial demand for several stockpile materials, necessitating substan- 


tial diversions of deliveries of such materials as copper, nickel, and aluminum 
to industrial consumption. 
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We had better evaluate your program on those three items if the 
needs of the stockpile are not being very adequately met. If you are 
diverting them, that should be gone into. 

The requested appropriation for 1958 of $130 million plus unobliguted balances 
for 1957 would finance the acquisition of $245 million of new materials and the 
cost of custody and rotation of existing inventories. The $245 million is budg- 
eted: $69 million for direct purchases in the open market almost entirely from 
domestic sources, $71 million for materials being delivered under Defense Pro- 
duction Act expansion contracts, and $105 million for materials secured through 
barter of surplus agricultural commodities. 


STRATEGIC MATERIALS SECURED BY BARTER 


That $105 million in materials have been paid for once, haven’t 
they ¢ 

Mr. Meptey. Yes; but we 

Mr. THomas. Why appropriate out of the Treasury another $105 
million if they have been paid for once? 

Mr. Meptry. The same financing device here is proposed, Mr. Chair- 
man, as is used under the Defense Production Act. 

Mr. Tuomas. You anticipate me. You just address your remarks 
to surplus commodities. We will get around to DPA in a minute. 

Mr. Meptey. The Commodity Credit Corporation finances its oper- 
ations through the borrowing authority from the Treasury. It is a 
Government corporation. The materials which they acquire this year 
and are eligible for the stockpile are then purchased next year. 

Mr. Tuomas. The money has been taken out of the Treasury at one 
time for the surplus commodity. The taxpayers have paid for it once, 
haven’t they? And you are getting $105 million worth of materials 
by giving away or selling X dollars that have already been appropri- 
ated and have bought surplus agricultural commodities and, ostensibly, 
they are in a warehouse. Why appropriate money again for the same 
thing? Is it purely a bookkeeping transaction ? 

Mr. Mepiry. Yes. It is merely done to show the true cost of the 
stockpiling program. 

Mr. Tuomas. It doesn’t show the true cost of the Commodity Credit 
Corporation program, though, does it? 

Mr. Meptey. Yes, sir. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. The taxpayers have already paid out that money 
once. I don’t know why another $105 million has to be taken out when 
it is transferred. 

Mr. Mep.ey. It would be merely transferred, Mr. Chairman, as an 
expenditure to this account and a credit to theirs. 


DEFENSE PRODUCTION ACT PROGRAM 


Mr. Tuomas. What about DPA with its $71 million program? 
How much has been taken out of the Treasury by virtue of that DPA 
program? The very basis and nature and the purpose of the DPA 
program was to produce valuable metals for the national defense 
program, a part of which materials were to go in the stockpile. 
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Mr. Mevtry. Mr. Chairman, the total borrowing authority that 
has been authorized by the Office of Defense Mobilization to GSA is 
$1,492,213,000, of which $547,814,000 is for working capital and'$944,- 
399,000 represents the probable ultimate net cost to the Government 
of these programs. 

Mr. Tuomas. What is that last figure? ‘ 

Mr. Meptry. The last figure is $944,399,000, which, it is currently 
estimated, will be the probable ultimate net cost to the Government of 
conducting those programs. 

Mr. Tuomas. How much have you paid out to date? The last time 
we talked this over I think Dr, Flemming had less than $300,000 of 
his total authorization unobligated, $300 million, maybe. 

Mr. Meptey. Unallocated, I believe. Of that probable net cost 
that we expect eventually, we have realized, you might say, a loss of 
roughly $163,300,000 through December 31, 1956. 

Mr. Tuomas. By appropriating this $71 million for DPA materials, 
you increase the national debt by $71 million; is that not correct? 

Mr. Mepiry. No, sir. 

Mr. Tuomas. How much does it increase it, then? 

Mr. Meptey. It. doesn’t increase it any, Mr. Chairman. 

Mr. Tuomas. Why not? 

Mr. Mepitry. Because the cash has already been drawn out of the 
Treasury to acquire the commodities originally. This is merely again 
a bookkeeping transaction, which is a sale from the Defense Produc- 
tion Act inventory and a purchase by the stockpiling inventory. 

Mr. Tuomas. It doesn’t increase it any? Then by appropriating 
this money it ought to cut the public debt down ? 

Mr. Meptury. No, sir. 

Mr. THomas. Why? 

Mr. Meptry. Because, as I say, it is just a bookkeeping transaction. 

Mr. Tuomas. You are appropriating fresh money here, and you 
are appropriating fresh money of $104 million for the Commodity 
Credit Corporation program. 

Mr. Menp.ry. Insofar as the national debt, I believe, Mr. Chair- 
man 

Mr. Tuomas. It does what? 

Mr. Meprry. Insofar as that is concerned, that is based on cash 
receipts and disbursements. The initial disbursement has already 
been made out of the Treasury. So that this would be merely a book- 
keeping transaction. 

Mr. Tuomas. This is more than a bookkeeping transaction. We 
don’t want you to do that bookkeeping. We won’t appropriate that 
money, if it is just a bookkeeping transaction. We don’t want you 
to keep books too much, so we will delete these two items. 

Mr. Meptey. If I can say one other word 

Mr. Tuomas. Say anything you want to. 

Mr. Mepiey. At the time the Defense Production Act was enacted, 
the Budget Bureau made what, in my opinion, was a good decision. 
Previously we had been contracting, as the committee will recall, 
under the Stockpile Act on a long-term basis. Inasmuch as we were 
going to be contracting under the Defense Production Act for expan- 
sion, which would mean long-term contracts, it was decided that all 
long-term contracting would be done through the Defense Production 
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Act. Henceforth the stockpile appropriation would finance only those 
inventories coming in on a current basis. From that decision it neces- 
sarily followed that materials acquired under the Defense Produc- 
tion Act program which meet stockpile specifications, and on which 
there is an objective, would then be transferred to the stockpile in 
the succeeding year and our budgets would be predicated on that basis. 
We have been submitting them that way now for 3 or 4 years. 

Mr. Tuomas. That is fine, Mr. Medley. The money has already 
been taken out of the Treasury for DPA. That transaction shows 
upon the books, presumably, and the taxpayers have already paid 
that $1 billion, in round figures. It has been taken out of the Treas- 
ury for these plants or else it has been charged to the national debt. 
If we let the taxpayer reach down and pay it out of this year’s money 
that they are going to pay in taxes, we are going to have to appro- 
priate $71 million. That $71 million, you say, is a bookkeeping trans- 
action, so it will go back to the Treasury as a contribution on that $1 
billion that has already been taken out for DPA. What is the use of 
that ? 

Mr. Meptry. Mr. Chairman, I believe there are two uses. 

Mr. Tuomas. Are we going to pay the Treasury back; is that the 
purpose ¢ 

Mr. Meprery. It will not appear as a net expenditure. 

Mr. Tuomas, What does the Treasury do with it, then ? 

Mr. Meprry. It will not appear as a net expenditure. The chair- 
man will recall that for many years we have represented, and those 
representations are accurate, that there are no subsidies paid out of 
stockpile appropriations. However, the Defense Production Act 
contemplated that there would be losses entailed in that operation. 
In order that our accounting is in accord with the spirit of the legisla- 
tion, those commodities which are acquired through the Defense Pro- 
duction Act are sold to the stockpile never in excess of market. So 
that by handling the financing in this fashion we will have the ma- 
terials going from the Defense Production Act inventory into the 
stockpile inventory. 

Mr. THomas. What are you saying now is that the materials that 
come into stockpile through the DPA source are not fully paid for by 
any means, sind it takes appropriated funds to pay for them is that 
it? 

Mr. Meptey. It will take—— 

Mr. Tuomas. I think your answer is yes. 

Mr. Meptey. It will take additional funds under the stockpile ap- 

ropriation but will not result in any increased net expenditures by 
Treasury 
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BARTER TRANSACTIONS 





Mr. Tuomas. What is the difference between that and the Com- 
modity Credit Corporation program ? 

Mr. Meptey. The Commodity Credit Corporation program, insofar 
as its relationship to the stockpile program, is very similar. They 
acquire materials either through barter 

Mr. Tuomas. Wait a minute, now. The Commodity Credit Cor- 
poration, we will say, wants, in round figures, 1,000 tons of man- 
ganese from India, who is one of our suppliers of manganese. So we 
say to India, “We want 1,000 tons, and we are going to give you X 
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tons of wheat for 1,000 tons of manganese.” Is that the way it 


operates / 

Mr. Meptey. Yes. 

Mr. Tuomas. And we are going to take the X number of tons of 
wheat from the Commodity Credit Corporation stockpile. Do we 
already own that wheat? Have we title to it? Have we paid for it? 

Mr. Mepiry. Yes. 

Mr. Tuomas. So in this instance it is a 100-percent-paid-for transac- 
tion? The money has already been paid? Why appropriate money 
to pay to the CCC for this 1,000 tons that you get? 

Mr. Froere. I think the CCC-—— 

Mr. Tuomas. There is all the difference in the world between the 
DPA program and this one? 

Mr. Fiorre. I think the CCC Act requires it be reimbursed when 
we—— 

Mr. THomas. Read the act, and let us see if it does. 

Mr. Evtns. This is an operating corporate fund that must be kept 
replenished. 

Mr. Forres. I think that is a matter of law. 

Mr. THomas. Read your act now. 

Mr. Voursett. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. As far as the stockpile is concerned, I imagine it is 
correct. This is a good example of where the Government has already 
bought and paid for a commodity which you transfer to a foreign 
government for a critical material, and then you appropriate the 
second time to pay for it. 

Mr. Fiorre. I know we had to do that. You will recall a couple 
of years ago we started to build houses in France and other parts using 
the barter method. The Commodity Credit Corporation would ad- 
vance 1 million bushels of wheat and we got housing built. We had 
to pay it back out of the quarters’ allowances that otherwise would 
have been paid. I know that was true. 

Mr. Evins. Otherwise, they wouldn’t have any funds to make addi- 
tional purchases. They have to have their corporate funds to continue 
in business. 

Mr. Meptey. This is Public Law 690, 83d Congress, section 103 
(a): 

The strategic materials acquired by the Commodity Credit Corporation under 
paragraph 2 of this subsection shall be transferred to the national stockpile 


established pursuant to the Act of June 7, 1939, as amended, and the Commodity 
Credit Corporation shall be reimbursed for the value of the commodities bartered 
for such strategic materials from funds appropriated pursuant to section 8 of 
such Act of June 7, 1939. 

Mr. Tuomas. They want to keep up that revolving fund. On what 
basis do you pay for it? 

Mr. Meptey (continuing) : 

For the purpose of such reimbursement the value of such commodity so bar- 
tered shall be the market price or the Commodity Credit Corporation’s invest- 
ment therein 


Mr. Tuomas. “Are”? 
Mr. Meptey (continuing) : 


or the Commodity Credit Corporation’s investment therein as of the date of 
such barter. 
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Mr. Tuomas, That is quite important. Do you pay more than the 
world’s market price when you get it under the barter or just what do 
you pay ? Suppose they sell or barter, again, 1,000 tons of wheat that 
has been in the ¢ ‘ommodity Credit C orporation for 3 or 4 years and 
they have been paying rent, bookkeeping, and deterioration costs, 
and it was bought at a time when the market was 15 percent higher 
than it is now. Just what formula do you use in paying for your criti- 
cal materials under their formula? How much more do you pay than 
the present-day market value of that material, in other words? 

Mr. Freeman. As we get into that, I don’t know just how Agricul- 
ture values their wheat, for instance, but as far as the materials that 
we ultimately take over, we advise them as to whether the prices that 
that they are being quoted at the time of the transactions are within 
the market or not. If it is not within the market, we advise them not 
to go forward on the transaction on that basis. In other words, as far 
as our ultimate situation is concerned, we would not pay them more 
for those materials than the market price at the time they were ac- 
quired. In some cases it amounts to less than that. There are a num- 
ber of these barter transactions where they are worked out at a price 
which is below the world market. 

Mr. Froerer. I think they absorb the loss, and I think that is what 
the Congress authorized. 

Mr. Tuomas. They have two methods to operate. One method could 
be very expensive to the stockpile materials. That is obvious. If you 
have to absorb those losses—— 

Mr. Fioere. We don’t. They absorb them. 

Mr. Tuomas. Read your language again. 

Mr. Meptey (reading) : 

For the purpose of such reimbursement the value of any commodity so bartered 
shall be the lower of the domestic market price or the Commodity Credit Cor- 
poration investment therein as of the date of such barter as determined by 
the Secretary of Agriculture. 

Mr. Tuomas. Under the law you have a choice of two figures. The 
domestic price—is that the world price or does that mean domestic 
price? There is a hiatus there. Or is it the CCC’s investment? The 
CCC’s investment could be higher than the present market price of the 
agric ultural commodity they are selling. Do you agree to that? 

Mr. Mepiey. Yes sir. 

Mr. Tuomas. Mr. Freeman said you pay the world price or the 
domestic price ? 

Mr. Freeman. I was speaking of the price of the material that we 
took over that came as a result of the barter—lead, copper 

Mr. Tuomas. According to the act you have two methods of reim- 
bursement, to take the lowest domestic price of the commodity you are 
bartering, or what it cost the Commodity Credit Corporation for the 
commodity it is bartering for. 

Mr. Fioere. We take the lower. 

Mr. Tuomas. Which is usually the lower, the domestic price of 
manganese or the world price of manganese ? 

Mr. Freeman. The world price is lower. 

Mr. Tuomas, Is that true with all your metals you are buying? 

Mr. Freeman. Generally speaking. 

Mr. Tuomas. The act says you have to take the domestic price. 
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Mr. Evins. Apparently the Commodity Credit Corporation doesn’t 
proceed until GSA tells them this is what we need and what quantity, 
and that at that time you purchase it at a given price on that day. Is 
this correct ? 

Mr. Freeman. It works this way: They get an offer from the 
broker who is going to give them the copper, lead, zinc, or whatever it 
may be, that will be on the final end of the barter, so to speak. They 
submit that offer to us for our comments. Generally speaking, it 
covers price, delivery terms, quantity, quality, and ask us for our 
comments, While they are not required to do it, I think, by law, they 
have been confining their acquisitions to materials that are on the 
stockpile list. 

Mr. Evrns. They don’t proceed until given instructions by GSA? 

Mr. Freeman. That is right. We take these offers and immedi- 
ately check them all the way through. We go back to CCC and say, for 
instance, that it is in line on quantity, it is in line on quality, and the 
price is not higher than the market price, and so forth. On an ulti- 
mate transfer to us to the stockpile, we would not be required to pay 
more than those prices that we had advised them on. If we advised 
them that the price was too high, and they went and bought it, I 
don’t think we would have to take it over subsequently. 

Mr. Tuomas The program is certainly a good one and should have 
been in effect a long time before. I am just questioning the method 
of financing. I am not sure that you may not pay a little bit more 
than perhaps you should pay under the Roeniulic Do you have to 
take what they offer you, or do you initiate any of your needs with 
them ? 

Mr. Freeman. My understanding of it, sir, is this: If we have given 
them favorable advice on one of these transactions, that is, we have 
told them it is all right to go ahead with it, and we have a stockpile 
requirement, I think we are then obligated to take it over from them 
to the extent of that requirement at those prices. 

Mr. Tuomas. Who does the initiating? Do you tell them what you 
need or do they tell you 

Mr. Freeman. The Office of Defense Mobilization. 

Mr. Tuomas. Do you tell the Commodity Credit Corporation what 
you need or do they tell you what you need ? 

Mr. Frrrz. We issue a directive to GSA and we depend on GSA 
to coordinate the procurement for the stockpile and the Defense Pro- 
duction Act and the Commodity Credit Corporation. 

Mr. Tuomas. What about it, Mr. Weaver? Who tells you what 
you need ? 

Mr. Weaver. The Commodity Credit Corporation, as Mr. Fritz ex- 
plained, takes their direction from us. 

Mr. Tuomas. In other words, you tell the CCC what you need? 

Mr. Weaver. That is right. But beyond that, according to the act, 
they can go out and barter for other terms. 

Mr. Tuomas. And you have to take them ? 

Mr. Weaver. No; only of the stockpile grade and specification, un- 
less it comes under the so-called supplemental stockpile. 

Mr. Tuomas. You don’t have to take anything except what is 
needed for your stockpile. But you have to take the items you need 
regardless ? 





975 


Mr. Heppixeston. Barter takes precedence. If we can get it from 
barter, we don’t go out in the open market and buy. 
Mr. Tuomas. Gentlemen, let’s come back at 1 o’clock. 


AFTERNOON SESSION 


Mr. THomas. Let the committee please come to order. 


STATUS OF FUNDS 


Mr. Reporter, will you insert the table on page 213 in the record. 
(Page 213 of the justification follows:) 


Status of strategic and critical materials appropriation 


1958 


Appropriation or estimate wut baht adaee | $548, 900, 000 $130, 000, 000 
Unobligated balance brought forward. - ..| 319, 363, 581 \§ $389, 029,618 | 145, 680, 000 
Liquidation of contract authorizations | —27, 400, 000 |- ohog 
Recovery of prior year obligations opi ees es acter Saacanaaeoneaeeaiae 856, 696 “11, 360, 000 
Reimbursement from other accounts ‘ 125, 151 |_.- Ls 
Reimbursement from non-Federal sources --- 83, 080, 838 76, 655, 000 77, 447, 000 
Comparative transfers from: 
‘‘Administrative operations’? - | 183, 955 | 
“Salaries and expenses, Office of Administrator” Cabuleap tena den 
SIE ORT rks 054.0) SR eink 4disn bikd ih 4b-RbdS —430, 000 | 


Total__. ‘ ifehie ecdaeeacdt "924, 680, 221 | 477,072, 
Unobligated balance rescinded... ai --------------|—199, 349,,000 |- ‘4 
Unobligated balance carried forw ne ____.-.-----.-.|—889, 029, 618 |—145, 680, 000 


Obligations incurred_..........__- ecaccecsecees)| $55 00 088 331, 392, 118 | 


Program by activities 


1. Acquisition and rotation of materials: | 
(a) Cost of purchased materials $228, 823, 445 | $220,569,000 | $245, 212, 500 
(b) Expenses for donated materials 7 598, 147 500, 000 500, 000 
(c) Cost of rotated materials - Seainaieeth 90,104,677 | 86,955, 000 87, 847, 000 
d) Operating expenses jose eas 315, 894 328, 000 416, 000 


Total acquisition and rotation saaddoubibe 319, 842,163 | 308,352, 000 333, 975, 500 
2, Custody of materials: | | 
(a) Storage and handling we / sae 3, 503,419 | 17,086,618 | 16, 107, 500 
(6) Physical inventory of materials bind hiktie i 3, 078, 500 6, 160, 000 
(c) Operating expenses... .-_..- ale , 443, 490 | 1, 406, 000 1, 654, 000 


Total custody i ° : 14, 946, 909 | 21, 571, 118 | 23, 921, 500 
3. Service direction. ae Lae ee ee ed 158, 024 | 155, 100 200, 000 
4. Administrative operations ‘ : 1, 354, 507 1, 313, 900 | 1, 530, 000 


PE SI, « cocndnicndnncnnanncdonccucesasdeenene 336, 301,603 | 331,392, 118 359, 627, 000 


COST OF MATERIALS VERSUS CURRENT MARKET 


Mr. Tuomas. I call your attention ee the table at the bottom of 
page 213, “Program by activities.” Acquisition and rotation of 
materials. That is split up into the sisi of purchased material and 
the expense of donated materials, the cost of rotated materials, operat- 
ing expenses, and under 2, Custody of materials you have storage and 
handling, the physical inventory of materials and operating expenses. 


Then 3. Service direction and 4. Administrative operations—$1,530,- 
000 for Mr. Medley. 





976 


Mr. Mep.ey. That is for all staff operations, Mr. Chairman. 

Mr. Tuomas. I have a question at the top of page 215: “What 
amount of paper profit, if any, do we have on the stockpile at present 
market prices ? 

Mr. Mepiey. Out of the $5.9 billion in inventory, Mr. Chairman, 
that is carried on our books at cost, or the current market value at the 
time we received donated materials. The inventory is carried on our 
books at $5.7 billion. 

Mr. Tuomas. Your donated materials are how much? It is very 
little. It is a small fraction. 

Mr. Meptry. Those donated materials run between $600 million 
and $700 million so the materials actually purchased cost about $5 
billion at the time of purchase. 


TOTAL APPROPRIATED COST OF THE STOCKPILE 


Mr. Tomas. How about your costs, though? You had them in the 
warehouse 9 or 10 years. You have had rotation cost, administration 
costs, handling cost, and warehousing cost. 

Mr. Meptry. What I meant was the cost of the inventory, per se, 
includes the purchase price, plus transportation to point of storage, 
only. That does not include the expense of storage and handling and 
so forth. 

Mr. Frorrr. Do you mean a $200 million book profit, is that what 
you mean ¢ 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. It has cost you at least $200 million for your other 
costs, so over a period of 10 years you have done well to break even. 
We have had 25 or 30 percent inflation since then. 

Mr. Meptey. Included in that $5.7 billion there is 6 or 7 hundred 
million dollars of donated materials which did not cost this appro- 
priation anything except for beneficiation. 

Mr. Tromas. If you add that in, you have lost about 6 or 7 hun- 
dred million dollars, then. 

Mr. Meptezy. No, sir. 

Mr. Tuomas. Exclusive of your donated materials now. Don’t 
confuse it. The acquisition price plus handling price, plus rotation 
loss, plus storage, plus all elements of expense over the last 10 years, 
do you have a paper profit, if any, and if so, how much is it? 

Mr. Meptey. Well, no, it would be about even. There would be a 
slight paper profit, Mr. Chairman. 

Mr. TxHomas. I can’t figure it out. 

Mr. Meptey. The total availability under all prior appropriations 
and rotation receipts and so on, is $6,352,691,135. The obligations 
which would include all costs including the purchase of materials as 
of December 31, is $5,987,298,027. 

Mr. Troomas. With that you have a $300 million profit out of a $6 
billion transaction. 

Mr. Meptry. That would be about right. 

Mr. Tromas. I don’t know how you arrived at that. I hope it is an 
accurate figure. 

Mr. Meptery. Yes, sir. 

Mr. Tuomas. How do you arrive at it? 
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Mr. Meptey. Well, that is just all the costs. That is the cumulative 
obligations on the program, including everything. 

r, THomas. I hope your figure is a little better estimate than the 
way you figure your purchases over at the CCC. 

he rotation figure for the last 2 or 3 years has shown a loss of 
about $10 million. 

Mr. Meptey. That is included in that. Of the $5.9 billion figure, 
$5.2 is materials and $698 million is for all other. 

Mr. Tuomas. Page 216: The current and projected status of stock- 
piles under DPA borrowing authority follows in millions. That is a 
pretty good table. 

This year we are going to take, $71 million from DPA, or is it $105? 

Mr. Meptey. $71, sir. 

Mr. Tuomas (reading) : 

Public Law 608, 84th Congress, provided that the Federal Facilities Corpora- 
tion would continue operations of the Texas City tin smelter (not beyond Janu- 
ary 31, 1957), while action was being taken to dispose of the facility. Section 
5 (b) of this act provides: “All tin acquired by reason of the extension under 
subsection (a) shall be transferred to the General Services Administration which 
is authorized and directed to reimburse the corporation for its costs.” 

Again, that is not a donated material; is it? 

Mr. Meptey. No, sir. 

Mr. Tuomas. What did it cost you, about $8 million? 

Mr. Weaver. The portion excess to stockpile needs will cost about 
$10 million. 


ACQUISITION AND Roration or MATERIALS 


Mr. Tromas. Look at your acquisition costs. Put page 220 in the 
record, Mr. Reporter, please, sir. 
(Page 220 of the justification follows :) 


1. Acquisition and rotation of materials 


Average employment 
Program 


Department Field Total 


' 
$308, 352, 000 47.7 
+25, 623, 500 


333, 975, 600 | 56.4 


HIGHLIGHT 


Covers cost of acquisition of new additions to the national stockpile including 
transportation costs to storage location, accessorial costs for donated materials, 
cost of rotating material subject to deterioration, and expenses of administration 
including purchasing, sales, and related operations at the central office and 
regional offices. 

The costs are grouped into four components which permit the justification to 
be expressed in terms of program and performance. The components are sum- 
marized below, and each is discussed separately. 








1956 1957 1958 


(a) Cost of purchased materials. -..............-..--..--.-.. $228, 823, 445 | $220, 569,000 | $245, 212, 500 
(6) Expenses for donated materials. _- 598, 147 500, 000 500, 000 
(c) Cost of rotated materials (gross) -- kpc aiaes coeliac 90, 104, 677 86, 955, 000 87, 847, 000 
(d) Operating expenses - . 315, 894 328, 000 393, 700 


Ne ee. cheapebacwsypeuape 319, 842, 163 “308, 352,000 333; 953, 200 
Contribution to retirement fund +22, 300 


Estimate, 1958 £ tsds MR BIS(Ta 333,975, 500 


JUSTIFICATION 
(a) Cost of purchased materials.—Strategic materials acquisitions are: 


Obligations 


(In millions] 


| 
Description 1956 actual | 1957 estimate | | 1958 estimate 


| 
(a) Open market purchases. ; $108. 4 | $96. $68. 4 
(6) Purctiases of materials under Commodity Credit Corpor: a- ] 

tion barter operations. 59. 4 36. é 105. 4 
(c) Purchases of materials under Defense Production Act ex 

pansion programs. -......-...-.-- Sebi din Bub Sabie mp Rgncapia os 61.0 


Total Late eek odes chacuek 228.8 | 
| 


Mr. Tuomas. $333 million against $308 million last year. 

You have in the Department 56.4 man-years which is an increase of 
about 8 over last year and the total for department and field is about 
57.4. 

This item covers cost of acquisition of new additions to the stock- 
pile, including transportation costs to storage location, accessorial 
costs for donated materials, cost of rotating materials subject to de- 
terioration, and expense of administration including purchases, sales, 
and related operations at the central and regional offices. 

Next year you intend to spend $245,21 2,500 against $220,569,000 for 
1957. 

Let me call everybody’s attention to this good little table in the mid- 
dle of the page. This item has four elements to it: The cost of pur- 
chased materials of $245,212,500. Expenses of donated materials, 

taking care of those things § given to you, half a million dollars. Cost 
of rotated materials, $87,847,000. How much of that is a loss, $10 
million ? 

Mr. Meptry. An estimated $10,400,000. 

Mr. Tuomas. The operating expense is another item, $393,700. 
That makes up your total. Then this table in the middle of the page 
breaks it down into open-market purchases, purchases under Com- 
modity Credit Corporation, and defense materials. This is a very 
good page. 

We have had this table at the bottom of page 220 already in the 
record showing just what shape we are in. Fifty-one items out of the 
total of 72, you have 100 percent already of your minimum require- 
ments. The table enumerates the rest of them. 

This might be worthy of repetition. I have it underscored : 

Major purchases during 1956 were metallurgical chrome from the Commodity 


Credit Corporation, tin from the Federal Facilities Corporation, nickel under 
DPA contracts, and lead and zinc from the open market. 
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That was 1956. For 1957 there is expetced to be metallurgical 
chrome from CCC, copper and nickel from DPA, and lead and zine 
from the open market. 

In 1958, major purchases, copper and cobalt from CCC, barter and 
DP contracts ; chrome from CCG; nickel from DPA; lead and zine 
from open market, and mica from all three sources. I believe you 
needed this morning, Mr. Weaver—was that figure for mica this year 
$25 million or $20 million ? 


MICA PROGRAM 


Mr. Weaver. $20 million for black mica. 

Mr. Tuomas. Why so high on mica this year? 

Mr. Weaver. Well, we have a terrific mica program. 

Mr. Tuomas. Why? What is the status of the stockpile on mica? 
Why have $20 million in this program, when you are buying a lot of 
domestic mica, too. It is low grade; isn’t it? 

Mr. Heppteston. This is at an opportune time because our foreign 
contracts expire. They will have to be renewed and this money will 
be obligated. 

Mr. Tuomas. The mere fact that your basic foreign contracts ex- 
pire is not exactly a justification. You know that money will keep. 
vn don’t have to spend it. What is the condition of the stockpile? 
That ought to be the test, rather than the expiration of your contract. 

Mr. Heppiestron. Off the record. 

(Off the record discussion.) 

Mr. Tuomas. What do you do with mica, anyway? What is its 
utility ? 

Mr. Heppieston. It is used in electronic gear, including missiles. 

Mr. Tuomas. Is it a nonconductor ? 

Mr. Hepprston. It is an insulator. 

Mr. Tuomas. A nonconductor, I presume, is the same thing as an 
insulator. 

What is the status of the stockpile and what are your objectives? 

(Discussion off the record.) 

Mr. Tuomas. What is our total production on an annual basis in 
the continental United States? 

Mr. Frirz. Block mica of stockpile quality—it is running about 
50,000 pounds each of stained and good stained and better grade. We 
produce a lot of low grade mica that doesn’t count in these figures. 

Mr. Tuomas. What do we do with the low grade mica ? 

Mr, Frirz. The low grade mica, much of it is ground up. Some 
of it is reconstituted into sheets and some is used in ground-up form. 

Mr. Tuomas. Weare taking quite a pounding on that mica program, 
are we not? Are we not paying for a lot domestically that we don’t 
use? Are we not taking quite a licking on it? How about that, 
Mr. Medley ? 

Mr. Fiorre. We have a statement here, sir. You see, we only buy 
from three sources in the United States, we have depots at Custer, 
S. Dak.; Franklin, N. H.; and Spruce Pine, N. C. The quantities 
produced are relatively small and the expense is high. 

Mr. Tuomas. The expense is high? 
Mr. Fiorre. Well, it looks like it to me. 
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Mr. Tuomas. I think I was told by one of your officers on the 
Pacific coast that the program was taking a lot of money in that 
section and they were getting a quality that was barely usable. I 
don’t remember their exact words, but that doesn’t miss it far. 

Mr. Forte. Our best source of supply is Spruce Pine, N. C., by 
a very considerable margin. 

Mr. Tuomas. The production is based on DPA contracts in all 
instances, isn’t it? 

Mr. Meptey. It is financed by Defense Production Act funds. 

Mr. Tuomas. What is the total expenditure for mica from those 
three sources, last year and this year? 

Mr. Fuoere. I have them by the three places. In Custer, S. Dak., in 
1956 we purchased 11,790 pounds. We purchased 20,250 at Franklin 
and 182,610 at Spruce Pine. 

Mr. THomas. What do you pay for it, per pound ? 

Mr. Fuorre. There are so many grades they are not comparable, but 
the average price paid in Custer was $5.50 a pound, $6.25 at Franklin 
and $14.13 at Spruce Pine. 

Mr. Tuomas. What is the total amount you spent for mica in the 
continental United States? Does anybody have that added-up figure ? 

Mr. Fiorrr. You see, we have to process this mica after we buy it 
from the miners and that is where the real cost is. 

Mr. Tromas. How much money did DPA put out, now, for mica? 

Mr. Weaver. Do you have that figure, Mr. Medley ¢ 

Mr. Meptry. The domestic purchases under DPA were $3.8 million 
in 1956 and $4.9 million in 1957. 

Mr. Tuomas. That is the total expenditure in the continental United 
States ¢ 

Mr. Meprey. Yes, sir. 

Mr. THomas. How much outside the United States? 

Mr. Mentry. Foreign purchases were $814,000 in 1956 and $6.3 
million in 1957 under DPA. 

Mr. Tuomas. Is this $20 million you are going to spend in fiscal 
year 1958 for domestic, or foreign, or both? 

Mr. Meptry. That is estimated purchases under “Strategic and 
critical materials” and includes $1.3 million domestic and $19.5 million 
foreign. 

DONATED MATERIALS 


Mr. Tomas. Here is an interesting item. 
The expense of donated material is about half a million dollars. 


In addition to direct procurement, materials are given by other agencies such 
International Cooperation Administration. During 1957 and 1958 the value of 
these transfers will amount to $29.6 million and will require expenditure of 
$1 million from this appropriation for transportation, handling, and other 
accessorial costs. 


That is for 2 years and you set it up ‘in round figures at $500,000. 

What is your experience in 1957 on that? How far did you miss 
your $500,000 guess ? 

Mr. Mepuey. In 1956 it was $598,147. We will not know total cost 
for 1957 until after June 30, 1957. 
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ROTATION OF MATERIALS 


Mr. Tuomas. Next is your big program and your big loss: Rotated 
material. 


Inventories of such materials as rubber, fibers, and oils are rotated periodically 
to keep the inventory in prime condition. The volume and cost of this program 
is expected to remain about the same in 1957 and 1958. 


For 1956 you have $90,104,677 ; 1957, $86,955,000; 1958, $87,847,000. 
When you sell these products that you will rotate next year you ‘will 
take about a $10.4 million loss. In 1957 you expect to take about a 
$10.3 million loss. 

The net cost of rotation covers price differentials and transportation 
in and out, which is no small item. 

I think we ought to put these two pages in the record. 

(Pages 221 and 222 of the justification follow :) 


1. AcQUISITION AND ROTATION oF MATERIALS 


Major purchases during 1956 were metallurgical chrome from CCC barter, tin 
from the Federal Facilities Corporation, Texas City smelter, nickel under DPA 
contracts and lead and zine from the open market. 

Major purchases in 1957 are expected to be metallurgical chrome from CCG 
barter, copper and nickel from DPA activities, and lead and zine from the open 
market. 

Major purchases in 1958 are planned for copper and cobalt from CCC barter 
and DPA contracts, chrome from CCC, nickel from DPA, lead and zine from 
the open market, and mica from all three sources. 

Estimate includes price of materials, transportation to permanent storage 
location, and any contractual inspection and analytical services necessary prior 
to delivery to stockpile. Detailed information as to the kind, quantity, and cost 
of materials is shown on tables classified as security information available for 
reference as necessary. 

“(b) Expenses for donated materials.—1956, $598,147; 1957, $500,000; 1958, 
$500,000. 

“In addition to direct procurement, materials are acquired by free transfer 
from programs of other agencies such as the International Cooperation Admin- 
istration. During 1957 and 1958 the value of these transfers will amount to 
approximately $29.6 million, and will require expenditures of about $1 million 
from this appropriation for transportation, handling, and other accessorial costs” 
(from the budget for 1958). 

“(c) Cost of rotated materials.—Inventories of such materials as rubber, fibers, 
and oils are rotated periodically to keep the inventory in prime condition. The 
volume and cost of this program is expected to remain about the same in 1957 
and 1058 as for 1956 as shown in the following table: 





Description 1956 actual | 1957 estimate | 1958 estimate 


| 
| 
| 
| 


Gross replacement cost of materials rotated a aeetarnt $90, 104.677 | $86, 955, 000 $87, 847. 000 
Receipts from sales of materials rotated. __....................| 83,080.776 | 76,655,000 | 77,447,000 


Net cost to appropriation (from the budget for 1958) 7, 023, 901 10, 300, 000 10, 400. 000”’ 
| 


The net cost of rotation covers price differentials and transportation in and 
out. 

Following is the estimated rotation schedule, with price differentials, for 
1957 and 1958. 
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Rotation schedule 
FISCAL YEAR 1957 


| 


i 
Quantity Unit price | Total price | Difference 


Sales price.._..| $362.80 $726, 000 $60, 000 


2,000 |} Replacement...|_ 392.80 786, 000 


15, 000 

60, 000, 000 

1, 000 

pounds 180, 000 
long tons-- 85, 000 
1, 000, 000 


(rs 
(Seon | 30) | 3.200) ano 
poco: a7 10, 200, 000 |f 1+ 500, 000 
Replacement...| 20200 | 200,000 |p 000 
pees 3 2 3. O00 13, 000 
Revlapement..:| 28% 70, $40, 000 7, 940, 000 
eee Se sz "900 {f 100, 000 
long tons. et yar 90 | 30800015 om 
Pot otal = “ne gg oe 76, 655, 000 | 119. 300, 000 
Total replacement cost. .......--. pide chabb bed ; : idee 86, 955, 000 |J 








FISCAL YEAR 1958 


i 


Sales price-_---- 2. 25 $225, 000 
Replacement ._- 2.65 | 265,000 
Sales price 362. § 544, 000 
Repl: wement__. 392. 8 589, 000 
Sales price. 47. , 853, 000 
Replacement __ 2 287. 2, 153, 000 
|{Sales price . 6 2, 610, 000 
Feathers and down -| 1,000, 000 if agement ¢ 2. { 2, 910, 000 


; = : Sales price. --..- . 145 , 150, 000 
Fibers ---| 70,000, 000 {Replat acement "| ae , 900, 000 
5 149, 000 

\ Repl acement___ 209. 00 209, 000 
Sales price. ---. . 28 168, 000 

Rare earths.....--...---.---- pounds. 600, 000 topo Annona 1 35 210, 000 
{Sales price. -_--_- 735. 30 58, 824, 000 
LReplacement._. 828. 80 36, 304, 000 | 


; lf Sales price 4271 854, 000 
Shellac pounds..| 2,000, 000 (canoes nt "O71 054, 000 
Sales price- 1. 50 675, 000 
Silk. ....--.------------------- -do.... 450, 000 (Ree acement.. 1. 70 765, 000 
. ” ules price 1, 992. 30 , 395, 000 
long tons... 700 [Stee -| 2, 127.30 ” 488, 000 

Total net cost of rotation, 1958: 
pS TR IES SE KITTEL SONS SRT i: De i eee 77, 447, 000 
Total replacement cost 87, 847, 000 


$40, 000 
45, 000 


100, 000 >see 
1, 500 if 
Coconut oil dd. 7, 500 {; 300, 000 


300, 000 


a See Se re ee ee ee 


1, 750, 000 
FeO tS ie cece concak short tons__. 1,000 |; 3 60, 000 
42, 000 
long tons_.- 80, 000 7, 480, 000 


200, 000 





90, 000 
93, 000 


10, 400, 000 





| 
| 
| 
| 


ROTATION OF TIN 


Mr. Tuomas. You have palm oils, rubber, and tin, and I have a big 
question mark down here. I thought tin would last. Is that in open 
storage or under shelter ? 

Mr. Weaver. Mr. Wilder will deal with that. 

Mr. Tuomas. “Total price, $425,000.” What is this unit price? 

Mr. Meptey. One is the sales price per long ton and the other is the 
cost of replacing it per long ton, Mr. Chairman. 

Mr. Tuomas. What is the object i in rotating tin? 

Mr. Wiper. There is a certain grade of tin in the stockpile that 
was produced in an English smelter and all that particular grade of 
tin is subject to tin disease. Tin disease is a metallurigcal degeneration 
caused by cold. It is the same type of reaction you get if you heat 
~ pe which then turns to water. It is mostly processed in the 

ar Kast. 
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Mr. Tuomas. In England, in the Far East, and in Peru? 

Mr. Witoer. There is only the one type of tin that we have that 
is subject to this disease. 

Mr. Tuomas. How much do you lose on that? 

Mr. Witper. I think it is rotated on the basis of about 1 cent per 
pound differential. 

Mr. Tuomas. Sales price per long ton, $1,992.30, replacement, 
$2,127.30. It looks as if you lost $27,000; is that right ? 

Mr. Wiper. Yes, sir. 

Mr. Tuomas. That is for 1957. Now, for 1958 I notice you are 
going to buy some agar and you are going to rotate some. When you 
rotate it you have to buy about the same amount in the same year; 
do you not? 

Mr. Weaver. That is right. 

Mr. Tuomas. You are rotating castor oil in 1958, coconut oil, 
feathers and down, and fibers. Then you have a little tin, again. 
Seven hundred long tons. Do you have the same trouble with tin? 

Mr. Weaver. There is a total of about 4,000 tons of that material 
from that 1 smelter. 


ROTATION OF OTHER COMMODITIES 


Mr. THomas. How about these fibers you are rotating last year and 
this year? 

Mr. Weaver. I will ask Mr. Casto to deal with that. All of these 
are continuing programs, Mr. Chairman. 


OPERATING EXPENSES 


Mr. Tuomas. You have some cotton, and you have cordage. This 
isall cordage. You have 70 million pounds. 

Mr. Reporter, put in pages 223 and 224. 

(Pp. 223 and 224 of the justification follows :) 








1956 | 1957 1958 
REE REE EO, SR $315, 894 $328, 000 $393, 700 
mérivation t6 retirement fund... oo .2 sh ssh oss ene cb ens sa|occel lela +22, 300 


a Se ee aa 416, 000 


“Increases totaling $88,000 are being requested to provide for more adequate 
supervision and for rotation and disposal of materials” (from the budget for 
1958). 

Pursuant to reorganization effective September 10, 1956, the former Emer- 
gency Procurement Service was redesignated Defense Materials Service. Of 
the functions covered by this appropriation request, acquisition, beneficiation, 
rotation, and sale of materials for the national stockpile and the United States 
supplemental stockpile are assigned to an Assistant Commissioner, Acquisition 
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and Expansion, Requirements for staff and related operating expenses to carry 
out the program outlined under this subactivity are as follows: 















1956 | 1957 1958 


me | a a ie a es | ee = 








ae 











Man- Amount Man- Amount 
years years 


Man- Amount 
years 











ee ee ee cee | te ee te | mm ee tt | i | a |e af 























1, Office of Assistant Commissioner .|..........].-..-.--.-- 3.6 $22, 000 3.9 $26, 600 
2. Agriculture Division...........- 22.6 $156, 954 20.1 140, 000 26.0 179, £00 
3. Metals and Minerals Division... 13. 2 89, 206 13.0 90, 000 14.7 104, 000 
GE SAO asiatinnen ctuninGense 10.3 69, 734 12.0 76, 000 12.8 83, 200 

Total cost (1957 basis).....-.-- 46. 1 315, 894 48.7 328, 000 57.4 393, 700 
Ganipibation 40 revinent feG.s 1.62. hl i IPA Gs +22, 300 

wine OT 8. ois giles he Toe i Go) oe ~~ 416, 000 



















(1) Office of Assistant Commissioner for Acquisition and Expansion.—This 
office was established during 1957 to provide more effective supervision and co- 
ordination of this group of functions. Request for 1958 of $28,000, including 
$1,400 for payment to retirement fund, provides for continuation of this office. 

(2) Agriculture Division—The functions outlined above involving agricul- 
tural type strategic materials are performed by this division, as well as procure- 
ment of industrial diamonds. Comparative workload by year follows: 









{In millions] 











1956 | 1957 1958 
























Inne, CINE GONE as Ginaiccccaee sdbedssvécpdeeetetigns $8.6 $10.1 $14.2 
Replacement of rotated materials---.--___-_- sdbbdsbbhdwaldsdndl : 90. 1 86.5 86.3 
ee ED Nn ss, wad bunesnbenckaana 83. 1 75.9 76.0 
DOES 66 DUT ED MANOTIS.. .... - <3 pep aneeaewerseeten« 4] 3.5 19.0 







195.5 






Si | i iis ees alae nieoeerbmre 























Unit eost per $1,000,000 workload - ........-.-- tC ebhiadbbeb 861 795 920 
Total cost or estimate (1957 basis)...............--...--. 156, 954 | 140, 000 179, 900 
Contribution to retirement tne... i tindevece iste erer ess treed een +10, 100 
RGNGES TODD iva iiccinccnc 0th F594 4434 Hatboro ba bb batted sks> | Lido oie de 190, 000 














The change in 1958 staffing over that for 1957 is required to cover increase in 
acquisition of new materials, planning and carrying out the expanded disposal 
program and to operate rotation programs on a more efficient basis. 

Disposal programs create a heavy workload in relation to sales volume. In 
addition to the heavy sales activity, there is such preliminary work as breaking 
materials for disposal down into relatively small lots by types, grades, ete. One 
example was the 3,000 man-hours required to compile lots of hog bristles before 
the first invitation to bid was issued under the current disposal program. 

(3) Metals and Minerals Division.—Responsible for acquisition, beneficiation, 
rotation, and sale of strategic and critical minerals and metals. Division work- 


load is as follows: 












{In millions] 






Acquisition, new materials... _..........-.-...-.---.-----.----- 
Replacement of rotated materials_ _-. 
ee PEI SNOMED... adidccbansccccebtucaciectdcdidncidleshuvdsdocbiinn 


eT a  eeemennsudessonesinbad 
Unit cost per $1,000,000 workload --........-.....-------.----- 


Total cost or estimate (1957 basis) ..............-.....-.- 
Oe OL... cnc saedamaucsunesee lotvadencasbbedtbseassenseecen 


FI ai oa vtiniimccentntindenamsendendhiiihhlecehecinabavedlasequntaenatns 
a a atid ne aienesiebacietninineid onetehdnseniigtpinemnareniniennninnia 
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5 
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The slight increase in staff requirement is to cover increase in acquisition 
workload particularly for mica, which involves relatively heavy contracting 
workload. 

(4) Ores Division—Responsible for acquisition, beneficiation, and sale of 
strategic and critical materials in ore form. Division workload is as follows: 


1957 1958 


Acquisition of materials._.... odiddwad Wa cbdddesns Adds 2 dike 
Unit cost per $1,000,000 workload 


Total cost or estimate (1957 basis) 
Contribution to retirement fund 


ET Sn isnqnapndrad.odenbedianwanenpaaimmnamn sisaitnetataidhdedinias i deimmegdveinioadill 


INCREASE ESTIMATED FOR 1958 


Mr. THomas. My notation is: “Another example where reorgani- 
zation costs more money.” 

On page 223, you have an increase totaling $88,000. The request 
provides for more adequate supervision and rotation and disposal 
of materials. 

Then you say: 

Pursuant to reorganization effective September 10, 1956, the former Emer- 
gency Procurement Service was redesignated Defense Materials Service. Of 
the functions covered by this appropriation request, “Acquisition, beneficiation, 
and so forth,” are assigned to an Assistant Commissioner for Acquisition and 
Expansion. Requirements for staff and related operating expenses to carry 
out the program outlined under this subactivity are as follows: 

I have an arrow pointing from $416,000 for 1958, to $315,894 for 
1956, and then I say: “Another example of reorganization costs. It 
is spelled out here.’ 

The Office of Assistant Commissioner, Agricultural Division, Metals 
and Minerals Division, Ores Division, total cost, $416,000; $22,300 
goes to Prof. Phil Young. You increase your jobs from 48.7 to 57.4. 

Office of Assistant Commissioner for Acquisition and Expansion: This Office 
was established during 1957 to provide more effective supervision and coordina- 
tion. The request is for 1958 of $28,000 * * *, 

Under the Agriculture Division you have: Acquisition of new mate- 
rials; sale and replacement of rotated materials, total workload in 
1958, $195.5 million. These are all very interesting tables. 

Unit cost per $1 million workload: $795 in 1957 and $920 in 1958. 
About 10 percent, in other words. Is that right? 

Mr. Casto. The table is slightly misleading, Mr. Chairman, in that 
the unit cost for workload is $861 for 1956, $795 for 1957, and $920 
for 1958. 

At the top of the table, it says “in millions.” Now, all of those 
workload figures are in millions except the unit cost. That is $861 
that it cost for $1 million worth of work. 

Mr. Tuomas. Instead of being 10 percent, what is it; 1 percent? 

Mr. Casto. One-half of 1 percent. 

Mr. Tuomas (reading) : 


Disposal programs create a heavy workload in relation to sales volume. In 
addition to the heavy sales activity, there is such preliminary work as breaking 
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materials for, disposal down into relatively.small lots by types,.grades, and so 
forth... One. example was.the 3,000 man-hours required to compile lots of hog 
bristles before the first invitation to bid was issued under the current disposal 
program. 


METALS AND MINERALS DIVISION 


Now, let’s look at the Metals and Minerals Division. 

Mr. Tuomas. The slight increase in staff requirement is to cover 
increase in acquisition workload, particularly for mica. The overall 
workload for acquisition, it seems, has fallen off, so I don’t see why 
you should increase the overall staff. 

In the ores division : 

Responsible for acquisition, beneficiation and sale of strategic and critical 
materials in ore form . 

My note is “How many jobs in Office of Administrator, and how 
many jobs under ‘Operating expense’ ?” 

How many jobs did we have under “Operating expense” ? 

Mr. Meptey. Under “Acquisition,” Mr. Chairman, we have a total 
of 57.4 man-years for 1958, as compared to 48.7 in 1957. 


Cusropy Or MATERIALS 


Mr. Tuomas. Let’s look at custody of materials. 
Mr. Reporter, will you put 226 in the record at this point? 
(The information referred to follows :) 


Custody of materials 


Average employment 
Program 


Department Field 


$21, 571, 118 87.1 
+2, 350, 382 +13. 6 


23, 921, 500 | 100.7 


HIGHLIGHT 


“Covers handling, storage, and physical inventory of materials delivered to 
the stockpile. Value of deliveries during 1957 and 1958, including donated ma- 
terials, is expected to total $432.2 million and $314.4 million, respectively. This 
will increase the value of materials in storage against stockpile goals from 
$5,942 million on June 30, 1956, to $6,688.6 million on June 30, 1958.” (From the 
Budget for 1958.) 

The following categories of expense are included : 

1. Storage and handling at commercial warehouses and other commercial stor- 
age facilities. 

2. Reimbursement for storage and handling by military departments at mili- 
tary facilities, 

8. Acquisition of one parcel of land on which strategic material is stored. 

4. Preparation of space to meet storage requirements and purchase of storage 
aids. 

5. Operation of Government warehouses, including maintenance and repair 
of buildings, trackage, and operating equipment, reconditioning of containers, 
repacking of material. 
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6. Inland transportation required to accomplish relocation of materials in 
conformance with storage criteria. 

7. Inspections and testing activities in connection with stockpile materials, 
including contract inspection. 

8. Physical inventorying of materials in storage on a periodic basis. 

The costs of this activity are grouped into three components which permit the 
justification to be expressed in terms of program and performance. These com- 
ponents are summarized below and each is discussed separately as follows: 


1956 1957 1958 


(s) Storage and handling... ......................-...........] §18, 603, 419 $17, 086, 618 $16, 073, 200 
(6) Physical inventory of materials_..........-- Se ee 3, 078, 500 6, 160, 000 
(c) Operating expenses. .................. 1, 443, 490 1, 406, 000 1, 569, 700 





Total cost (1957 basis) --- se nccenian awards 23, 802, 900 
Continanen to retirement fund... ............< ~~ eeecwnnucs]-s : ikon d di —118, 600 


UNNES; SHUN. poc22 <n 4 c0058hee 


Mr. Tuomas. It costs $23,921,500, which is an increase of $2.3 mil- 
lion over last year. You have 386.9 people, which is a reduction of 
26.4 below last year. 

Why the reduction ¢ 

Covers handling, storage, physical inventory, and materials delivered to the 
stockpile. Value of deliveries during 1957-58, including donated materials, is 
expected to be $432.2 million and $314.4 million, respectively. This will increase 
the value of materials in storage against stockpile goals, 

The following categories of expense are included. And then it 
shows “Storage, commercial, and other warehouses.” 


SERVICES PROVIDED BY MILITARY ON REIMBURSABLE BASIS 


Reimbursement for storage and handling by military departments 
at military facilities. 

I have a notation “Why should not military absorb this since they 
have a lot of manpower at the camps that is not too busy all the time. 
Why not ?” 

They are responsible for it when it is on their properties. You go 
to a military installation and if you want to look over this material, 
you have to go and get the top brass. If it is on their property, they 
ought to be responsible for it. 

Mr. Jounson. GSA has an operating agreement with the Depart- 
ment of Defense, which has been in effect, although augmented from 
time to time, since back in 1947. 

Under the present agreement, the Department of Defense is paid 
25 cents a square foot for the warehouse space which is allocated to 
stockpile use, where such allocation is less than 50 percent of the overall 
space available in any particular facility. 

If the stockpile of materials occupies more than 50 percent of the 
availiable space at the facility, the charge for warehouse space is 40 
cents. 

Open space at facilities where the allocation is less than 50 percent 
of overall facility of space at any facility used for stockpile, the charge 
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is 5 cents per square foot, and if the stockpile allocation is more than 
50 percent of the available space at any facility, the charge is then 
8 cents per square foot. 
Now, these charges are for the purpose of reimbursing DOD for the 
ro rata share of the costs of fire protection, guard service, and var- 
lous custodial services that they furnish. This same operating agree- 
ment also relates to the-——— 

Mr. Tuomas, That is the same custodial service, the same fire pro- 
tection service, and the same other services that protect everything on 
the base, isn’t it? 

Mr. Jounson. That is correct. 

Mr. Tuomas. Can you give a good reason why the military couldn’t 
absorb that cost? 

Mr. Jounson. At the time these various agreements were negoti- 
ated, the DOD representatives with whom GSA representatives dealt 
indicated that they had no authority to place, or to request, funds in 
their budget to perform a service for another agency. Therefore it 
was necessary that they be reimbursed for the services. 

Mr. Tuomas. As part of that cost, do you pay their P. S. and T. for 
their personnel that is involved in this program? 

Mr. Jounson. Not directly, sir. 

Mr. THomas. What does this amount of money add up to for this 
next year and this past year: Reimbursement for storage and han- 
dling by military departments and military facilities ? 

T think this is a saving that should be made in the entire budget, and 
I think if you start saving here, by the time it gets over to the military 
they can absorb it very well. 

They have personnel, they have the facilities, they have the space, 
they have the buildings, they have the fire protection, they have the 
police protection. It is already in being, and those services cover 99 
percent more than what you are paying for. I mean in addition to 
what you are paying for. 

How much is it, Mr. Weaver? 

Mr. Weaver. $4,259,000. 


COMMERCIAL STORAGE FACILITIES 


Mr. Tuomas. What percentage of your total storage space is com- 
mercial and what percentage is in Government-owned warehouses? 

Mr. Jounson. At the present time, sir, we have allocated at Gov- 
ernment-owned facilities, which covers the DOD and such storage 
facilities as GSA operates for its own account, 23,400,000 square feet, 
and that includes the occupancy in commercial facilities, also. 

Our present occupancy in commercial facilities is approximately 
2 million square feet. Of the overall, therefore, about 21,400,000 of 
the total allocation at this time is Government-owned, and 2 million is 
in commercial facilities. 

Mr. Jonas. Do you have any information as to what amount, if 
any, of surplus warehouse storage facilities exist now that are owned 
by the Government? 
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Mr. Jounson. We have had a continual checkup on the availabilit 
of any surplus facilities over the years. We have acquired throug 
excess, several facilities, some from the Department of Defense, some 
through the War Assets Administration when they were in charge of 
the the excess, and we now acquire them through the GSA’s regular 

excess real property operation. 

Mr. Jonas. hs you think you keep right on top of that situation and 
take advantage of every opportunity to use Government-owned space 
where it is available ? 

Mr. Jonnson. We do, sir. We get a notification of every piece of 
property that is declared excess. “We review that to determine its 
suitability for use in the stockpiling operation, and that applies both 
to any buildings or any vacant land that we might need for open 
storage. 

Mr. Jonas. Isn’t it true the military departments have a lot of 
warehouse space that is not used that has not yet been declared 
surplus? 

Mr. Jonnson. That is correct, sir, but not in the areas where we 
require space for the storage of stockpiled materials. We are required 
to store our materials in accordance with the consumption pattern so 
that in case of a national emergency, the materials would be readily 
available without a long intervening transportation haul. 

Mr. Jonas. You think, then, and so tell the committee, that you are 
taking advantage of every opportunity to make use of Government- 
owned storage facilities ? 

Mr. Jounson. I say that very firmly, sir. 


STORAGE AND HANDLING 


Mr. THomas. Will you put pages 227, 228, and 229 in the record? 
(The information referred to follows :) 


Justification 


1958 


(a) Storage and handling: 
(1) Storage of materials____-~-_- ‘indiaeetabantan suet $11, 385, 904 | $14, 255,118 $13, 454, 700 
(2) Handling of materials. .__- sieteenpabeidiaalincmnsmeaisamamecaie 2, 117, 515 | 2, 831, 500 2, 550, 000 
Se eID OE Sita iiincdtgnpactnonsbinaeabbnswatwair c 68, 500 


Total cost (1957 basis) -- cen 2 ae 13, 503, 419 | “17, 086, 618 | 16, 073, 200 
Contribution to retirement fund-_--__- sebsabjeanibseunasekehs non-fovon | +34, 300 
| 
| 


RS a sccesencnercnee eee sddiecbech eile tial lactic he — 16, 107, 500 





“As of June 30, 1956, strategic material valued at about $6 billion and weighing 
about 24 million tons was stored in the national stockpile at 242 sites. It is esti- 
mated that an additional $740 million of materials weighing 5 million tons will 
be in storage by June 30, 1958. * * *” (From the budget for 1958.) 

Estimates under this subactivity are justified by function as follows: 

(1) Storage of materials.—Covers all costs for closed warehouse storage, 
sheds and bins, tanks, open storage and valuts, at commercial, military, and 
GSA facilities. Also includes repacking of materials as necessary, site prepara- 
tion for open storage, maintenance and repair of Government-owned facilities 
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and transportation between storage locations to meet storage criteria. The 
average unit costs reflect agreed upon charges for storage at military reserva- 
tions, actual experience rates for commercial storage and the experience rates 
at GSA warehouses for protection, maintenance and operation, including DMS 
warehouse personnel located at the storage sites. 

The total estimate for 1958 provides $13,489,000, including $34,300 for direct 
payment to the retirement fund. 

2) Handling of materials.—Covers cost of handling materials in and out of 
storage in connection with acquisition, rotation, relocation or sale. Average unit 
costs reflect charges agreed upon, actual experience, present contract prices or 
quotations from warehousemen. 

Itemization of the costs for storage and handling of materials is shown on the 
following pages. 
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STORAGE COSTS 


Mr. THomas. Your storage of materials cost for the fiscal year 1958, 
$13,454,700. For 1957, you had $14,255,118. You have about an 
$800,000 decrease. 

You have a handling cost of $2,550,000 in 1958 and acquisition of 
land, $68,500. 

I would like to read this from the budget: 


As of June 30, 1956, strategic material valued at about $6 billion and weighing 
about 24 million tons was stored in the national stockpile at 242 sites. 


I have a note: 


Where is the breakdown of cost at military installations, private installations, 
and Government warehouses for this $13,454,700 for this year? 

Mr. Weaver. That is on page 228, sir. 

Mr. Tuomas. How much do we spend, according to this table, now, 
in 1958, for private storage? 

Mr. Jounson. Our costs for commercial storage are shown on page 
228 under “Closed storage.” For fiscal year 1956, there was an expen- 
diture of $2,043,286. 

Mr. Tuomas. Show me the 1958 figure. 

Mr. JoHnson. 1958 is on the right-hand column, 

Mr. Tuomas. It is not quite clear to me. What was the total you 
spent in commercial space? You have it broken down into open, 
closed, and tank. 

Where is the summarized table for the three? One is to military, 
one is to commercial, and GSA. You don’t even have GSA listed on 
here. 

Mr. Jonnson. On page 228, the breakdown shows under “Open 
storage: GSA, military, and plant site,” that is all open storage. 
The explanation of “plant site” is that the material is stored right 
at the plant. 

Mr. Tuomas. I understand the explanation. Let me understand 
your table. You have taken it up under “Open storage.” You have 
GSA? 

Mr. Jounson. That is right. 

Mr. Tuomas. You charge yourself $360,500? 

Mr. JonHnson. That is our expense. 

Mr. Tuomas. Now, for military, $1,540,777 ? 

Mr. Jonnson. That is right. 

Mr. Tuomas. Plant site is private ? 

Mr. Jounson. That is right. That is $18,481. 

Mr. Tuomas. The total is $1,919,758. That is for all open storage? 

Mr. Jounson. That is correct. 

Mr. Tuomas. Now, for closed storage. 

Mr. Jonnson. We have for GSA warehouses $2,344,160; military 
$2,619,000, and commercial $2,152,361, a total of $7,115,521. 

Mr. Tuomas. Next is tank storage. 

Mr. Jounson. GSA $121,930; military $79,910; and commercial 
$8,881 ; a total of $210,721. 

Mr. Tuomas. Where is the combined total for the three, now? 

Mr. Jounson. The subtotal for recurring storage charges—— 

Mr. Tuomas. Who is that $9,263,000 going to be charged to? What 
I am looking for is what you are charging to GSA, to military, and to 
private. 
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Mr. Jounson. That is set out in each one of the lines. 

Mr. Tuomas. Is it summarized any place? That is what I am look- 
ing for. Summarize it for me right quick. I want to see if your 
summary checks with your $13,489,000. That is what I am getting at. 

Mr. Jonas. If it does, w ould you care to go into that unit-cost com- 
parison, or not ? 

Mr. Tuomas. Yes. Can you total the three classifications right 
quick for us, please ¢ 

Mr. Lirwetiyn. Yes, sir. It is $4,239,687 for the military. 

Mr. Jonas. Why is the unit cost for commercial closed storage so 
high ¢ 

Mr. Jounson. That is based entirely on existing contract prices for 
the storage. The material we have stored in commercial is primarily 
rubber and fiber, and the $10.48 is the cost per ton-year and is predi- 
cated on our contract prices for that service. 


COMPARISON OF GSA, MILITARY, AND COMMERCIAL STORAGE COSTS 


Mr. Jonas. This table shows that your own cost is less than the 
military cost in both instances. 

Mr. Jounson. That is correct, sir. 

Mr. Tuomas. Is this the correct figure for commercial on closed 
storage? I have $10.48, against $1.94, for military. 

Mr. Jonnson. $10.48 a ton-year under our commercial contract. 

Mr. Tromas. How much is that a square foot ? 

Mr. Jounson. That would depend upon the commodity in the 
warehouse. 

The average in our own facilities for warehoused materials is about 
9 square feet per ton. 

Mr. Tuomas. Does this figure $4,239,000 check out with what you 
just told me awhile ago, what you paid the military for storage in 1958? 

Mr. Jonnson. Yes, it is the total of the amounts we gave you. 

Mr. Tomas. How much did you pay GSA and how mue th did you 
pay for private storage? Just rent, in other words. We will get to 
the other. All we are talking about now is rent. 

Mr. Mrpiry. When we say GSA we are talking about the locations 

that GSA operates and finances directly out of this appropriation. 
That is to differentiate between our own operations and those per- 
formed for us by the military or commercial warehouses. 

Mr. Tromas. What does it total? 

Mr. Meptey. $2,826,590 is the total for GSA recurring operations. 

Mr. Tuomas. What is the private? 

Mr. Meptey. $2,196,723. 

Mr. Tuomas. You don’t get $13,450,000 out of that ? 

Mr. Meptry. The military added in makes the subtotal. The mil- 
itary is $4,239,687. 

Mr. Tuomas. You gave me $4,239,687 military; $2,826,590 for 
GSA, and $2,196,723 for private. That doesn’t add up in any books to 
$13,489,000 by a jugful. Where is the rest of it? 

Mr. Mrp.ev. That adds up to the $9,263,000 which is your subtotal 
of recurring costs. Then, in addition, we have non recurring costs, 
adding up to $2,977,000 ; relocation transportation costs of $1, 156 5000, 
and supplemental stockpile costs of $93.000-—— 








: 
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Mr. Tuomas. Are you charging that up to rent? As far as I am 
concerned, you don’t have to make the figures jibe. 

Mr. Jonas. All that is extra cost to the Government that brings 
your figure closer to commercial storage ; doesn’t it ? 

Mr. Tuomas. No, he sets out over here, “Storage of materials.” I 
wonder if he includes rent in that and other costs, or is it just purely 
rent ? 

You don’t have but about $9 million. It must include your storage 
and site preparation and repairs and alteration. 

Does the military do that for you under this item of $4,239,687 ¢ 

Mr. Jounson. No, sir; we pay for any storage aids that are re- 
quired in the storage of material at military establishment locations. 
We also pay for any site preparation, if it is necessary to prepare sites. 

Mr. Tuomas. I notice that you state you need more warehouse 
space. Isthat true? 

Mr. Jounson. That is right, sir. We are continually looking for 
additional space as additional deliveries are made to the stockpile each 
month. We now in certain areas have no alternative but to go into 
commercial space. 


ACQUISITION OF LAND AND PHYSICAL INVENTORY OF MATERIALS 


Mr. Tuomas. Tell us about your physical inventory. You have a 
3-year program and this year it will cost you $6,160,000 and in 3 years 
you will spend $15 million on it. 

Put page 230, page 231, and the top of page 232 in here. 

(The information referred to follows :) 


(3) Acquisition of land, 1958, $68,000.—In order to provide storage for 
strategic materials within established geographical areas and within storage 
citeria existing at that time, GSA constructed warehouses and other facilities 
on three leased properties. The Comptroller General has questioned the ex- 
penditures made for the construction since the facilities are permanent improve- 
ments and have a life expenctancy beyond the terms of the present leases. The 
lessor and location of these parcels of land are: (1) Illinois Central Railroad, 
Harahan, La., (2) Pennsylvania Railroad, Warren, Ohio, and (3) New York 
Central Railroad, Hammond, Ind. 

For locations numbered (2) and (3) above, it is believed that adequate pro- 
tection of the Government’s interests is provided by lease renewal rights and 
that it would be more economical to continue leasing these properties. In the 
case of the Harahan facility, an option to purchase is contained in the lease 
providing that during the period expiring May 31, 1958 the Government may 
purchase the 27.375 acres involved at $2,500 per acre of $68,437.50. Construc- 
tion at the Harahan location consisted of 2 warehouses and appurtenant facilities 
at a cost of $1,763,746. Since on the basis of the present rental, the acquisition 
cost of the property would be amortized within 16 years, it is believed that the 
purchase of this property is in the best interest of the Government. 


(0) Physical inventory of matereials: 
I a ie hd ti list me bem vetiedasd $3, 078, 500 
Sc 5b enda i Antal ten cip te Sie lAh iincheththehn Toads esdstcs tile cinem ltgeshlisi 6, 160, 000 


The taking of physical inventories of stockpile materials has been discussed 
on previous occasions. In cooperation with office of Defense Mobilization and 
General Accounting Office, GSA has developed plans for a complete and regu- 
larized physical inventory of strategic materials. The term “physical inventory” 
as used herein means counting, weighing, measuring or testing to the extent 
necessary to verify quantity and quality of the materials in storage. 

“Physical inventory of stockpile materials was provided for in the 1957 budget 
estimates for the first time. This program is underway in several areas. Many 
cost elements of the initial inventorying cycle will be nonrecurring, so that costs 
after 1959 are expected to be sharply decreased.” (From the budget for 1958.) 

Continuation of the program is recommended for the following reasons: 
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It provides a storage policy for the stockpile, which will permit sound business- 
like physical inventorying. 

While current plans include a 3-year cycle, once the initial inventory has been 
completed, this cycle can either be expanded or contracted as desired. 

Regardless of the cycle adopted, any of the materials could be physically 
inventoried at any time with speed and economy. 

It lends to quick detection in case of loss, pilferage, damage, etc. 

It permits quick inspection. 

It provides greater facility for rotation of materials. 

The estimate developed last year and discussed in the 1957 budget justifica- 
tions totaled $26,600,000 and was based on a plan whereby large quantities of 
materials would be moved to new warehouse space. Based on experience gained 
from further analyses of the problem, including two pilot operations, it appears 
feasible to accomplish the job on a more economical basis within existing ware- 
house space. Accordingly, cost estimates appearing in the table which follows 
total $15,400,000 and are predicated on a plan for re-storing materials to the 
extent necessary within existing warehouse space to permit the taking of physi- 
eal inventories on a 3-year-cycle basis. 

The cost of re-storing material in closed space includes labor for moving and 
restacking and marking materials, miscellaneous supplies such as dunnage and 
tale incident thereto, and a proportionate share of the cost of labor, new con- 
tainers and related supplies incident to repacking of materials where essential 
to meet requirements of the physical inventory program. 

The cost of re-storing metals in open space includes labor for moving, weighing, 
restacking and banding materials and the cost of the banding equipment and 
supplies. 

The cost of surveying ore piles includes sampling and analysis to verify grade 
of materials as well as quantity. 

The cost of taking the actual inventory for the first cycle is estimated at 
$990,000. This includes either force account personnel or contract costs for 
counting, weighing, measuring or testing at the storage sites. 


Summary of direct costs at storage locations for inventory-taking—Initial cycle 
(1957-59), by operation, by type of location 


Re-storing of materials | Number of} Cost per Cost Total cost 


units unit 
GSA’s facilities: 
TID: inthis dnddendnemdacasadee short tons..| 1, 207, 000 $2.23 | $2, 690, 000 
Open storage, except ores__.................- do....| 1, 761, 000 . 89 1, 570, 000 
Military facilities: 
RE NO tied Salhi te clinmaninndmddingsaein do....| 1,044,000 4.12 | 4,300,000 
Open storage, except ores_.........-..-..---.d0....| 2, 098, 000 2.10 | 4, 4€0, 000 
Commercial facilities: Closed storage_-_.........- | 131, 000 1,14 150, 000 
Other facilities: Vault storage.............-...- vaults_- Ti acidteeiaheea 160, 000 
——————|_ 13,270,000 
Surveying ore piles: 
TS dances inched hidducéncoate’ piles _- 51 2, 500. 00 127, 500 
INN coc cenwadebonsocadecemiand a 287 2, 500. 00 717, 500 
I taco canAtanengiinniipmdnnel in. 118 2, 500. 00 295, 000 
——————|__ 1,140, 000 
OT So oh. otitis sic cdddscccnednwedudlauddductdedsbbeSicuacdus|bacseedduase 14, 410, 000 
Coste ed leventiory-Gakine. <<<. ..cic.cccbansensbinn desig encble etl dbesiduiveh lou aenhh 990, 000 
TUNE. Seb bcc seks vcescsndbbanse en ceibbsdintenllcbihas tiaebiebetécendns| ede ed 15, 400, 000 


Phasing"of direct®cost at?storage locations by year for the first cycle is estimated 
as follows: 











> 


Year Restacking Surveying Inventory Total 
andre-storing ore piles taking 
ica Rial inte ae ileal canes ninanints oomcrtoniaiaiell $2, 654, 000 $228, 000 $196, 500 $3, 078, 500 
SE bmuibbeiantkeinabednnthtracsstinknaddn ai 5, 308, 000 456, 000 396, 000 6, 160, 000 
dai tidéakintiakamadaeaditircenasansitapsitn 5, 308, 000 456, 000 397, 500 6, 161, 500 
BR a on chad etcahinrteiianaindes els Te a NE nk NO 990, 000 | 15, 400, 000 





88278—57—pt. 2——-10 








! 
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Mr. Tuomas. Why will it take you 3 years for this inventory and 
what are you going to do? 


ACQUISITION OF LAND 


You wanted how much money to buy this piece of Jand? $68,500? 
You made a contract with three different people. Who did this? 

To go out here and build storage facilities on somebody else’s land 
without taking title to it—when was this done? 

Mr. Jonnson. Those buildings at the facility where it is recom- 
mended that the Government acquire the property 

Mr. Tuomas. How about up in New Jersey, where we told everybody 
we didn’t want to build it and we went up there one day and looked 
and there it was?) You remember that, don’t you, Mr. Medley ? 

Mr. Meptry. Yes, sir. 

Mr. Jounson. The warehouses at the New Jersey site were con- 
structed on Government-owned property with funds that were made 
available for such construction by the Congress. Overall, I think 
there was 1,200,000 square feet of space built up at the New Jersey 
site, in addition to the tank farm for the storage of vegetable oil. 

Mr. Tuomas. Were you in GSA when this construction went on? 

Mr. Jounson. Yes, sir. 

Mr. Tuomas. Didn’t you build them when we told you not to build 
them and afterwards you came back with a fancy ape yet. and said, 
“Well, it was prior year funds that we built them with”? Do you 
recall that ? 

Mr. Jounson. No; I don’t remember that. 

Mr. Tuomas. You have ashort memory, then. 

Mr. Jonnson. I remember at one hearing in connection with the 
construction of warehouses that before any ‘further construction was 
undertaken, we were supposed to make studies of availability of other 
Government-owned space and excess military warehouse space. 





PROPERTY AT HARAHAN, LA. 


Mr. Tromas. How about the piece of property in Louisiana that you 

want to buy now? What did you put on that land without having a 
title? You had a long lease. It wasn’t exactly going to make your 
organization look as foolish as it might seem. How many years’ lease 
did you have? 

Mr. Jonnson. We have at the present time, sir, a lease for 20 years 

Mr. Tuomas. When does the lease expire ! 

Mr. Jonunson. It is renewed on a 5-year basis. This term will ex- 
pire in 1973. It involves approximately 27 acres of land, which is 
owned by the Illinois Central Railroad. There were constructed on 
this property two warehouses of 200,000 square feet each that are used 
exclusively for the storage of cordage fiber to supply the New Orleans 
area. 

Mr. Tromas. How much money did we tie up in those projects? 

Mr. Jounson. The expenditure for the construction cost was 
$1,763,000. 

Mr. Tuomas. I don’t know what in the world we were thinking 
about when we went over there and spent Government money on 
somebody else’s land without taking title to the land. If the railroad 
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didn’t want to sell it, you have the right of condemnation. Of course, 
the railroad wanted you to put it there because it guaranteed them all 
the business. 

Mr. Jonnson. In this particular contract, sir, there is an option on 
the part of the Government to acquire this’ property within the first 
5-year period which will expire in May 1958, at a cost of $2,500 per 
acre. If funds are made available for the acquisition, the Govern- 
ment would exercise that option and acquire the property. 

Mr. Tuomas. Well, I hope there will not be another contract made 
like that. 


OTHER STORAGE FACILITIES ON LEASED LAND 


Mr. Frorrr. Mr. Chairman, I regret to advise you that there are 
two others in existence of a similar nature: Warren, Ohio, and Ham- 
mond, Ind. 

Mr. Tuomas. Well, that is just bad business. 

Mr. Fioere. Sure it is. 

Mr. Tuomas. There is no money in this budget to buy any except 
the Louisiana property and I understand the other two are in a little 
better shape than this. What is the status of the other two? 

Mr. Jounson. The Hammond property is owned by the New York 
Central Railroad and they have indicated to GSA that they would 
give the Government any length lease the Government felt necessary 
to protect its interest. The Pennsylvania Railroad which owns the 
Warren property has indicated that they would lease the land to the 
Government for any period up to 99 years. 

Mr. Txomas. What is the basis under which we are operating now? 
Do we have a 10-year lease? 

Mr. Jounson. We have a 20-year lease in both of these places, which 
will run to 1970, and 1971, I believe. 

Mr. Tuomas. Isn’t it time now to clarify those matters? If they 
will give you a lease for any period of time, why don’t you take it 
now? Does that mean additional compensation ? 

Mr. Jounson. No. I don’t quite remember the details on that. I 
don’t believe there is any increase in the rental per year. At Warren, 
Ohio, I believe we pay $2,460 for 149 acres. 

Mr. Tuomas. Per year, or for the 20-year period? 

Mr. Jonson. For the entire acreage, per year. 

Mr. Tromas, It is pretty good rental, i in view of the fact that the 
railroad is getting all the haul: age, too. 

Mr. Jounson. That is right. 

Mr. Jonas. Does the lease contain an option throughout the period 
of the lease to purchase? 

Mr. Jounson. It does not. The Harahan lease is the only lease 
that carries the option to buy. That is the one which is proposed 
for acquisition in 1958. 

Mr. Jonas. There is no option in other cases? 

Mr. Frorre. No. 

Mr. THomas. How much money did you spend on the other two 
locations ? 

Mr. Meptry. In the case of the Hammond property the expenditure 
was $5,945,252. In the case of Warren, it was $4,288,778. Those two 
figures plus the one mentioned for Harahan total approximately $11 
million. 








\ 
| 
| 
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Mr. Tuomas. There is $11 million tied up on somebody else’s land. 
When were these buildings constructed ? 
Mr. Jounson. They were all constructed between the years. 1951 
and 1953, I believe. 
INSPECTION SERVICES 


Mr. Tuomas. Put the bottom of page 235 and page 236 in at this 
point. 
(The pages referred to follow :) 


Summary of performance cost 


1956 1957 1958 
I aii oo a chesdannuawoewud $722, 294 $706, 000 $741, 900 
Ds i nd nec miphnanbopenenbanecent 9, 513 10, 000 10. 600 
c) Tests (by other laboratories) .....................-.-....-- 2. 743 11, 000 14, 000 
Ne nn nee Lae pusacondaseeneel 239, 860 217, 000 209, 000 
Batak cosh COOGT TG ai citi tn tnt co dectttn wire enenite 974, 410 944, 000 976, 500 
en er ED SS nn ., scl badohanee tbwaddddcdinindébbadebubeloadesongmenmnt +51, 500 
BE hctsttaitnnked dntienndetnbinhinneibbedkoanpiiidncdushe | bindanibecteeal 1, 028, 000 








As functions of this operation are not susceptible to measurement. by the same 
workload, each will be discussed separately. 


(a) Inspections 

















| 1956 1957 1958 
I Gir I ceed, cinema tlnaindnnnowmeamenie 47, 681 46, 300 49, 500 
CIID. £1253.00) dda kibeb abe chttbtthedbsateiineetne = tnttdbhtnetel $15.15 $15. 25 $15. 00 
Performance cost (1957 basis) . .. ..............-.-s-cccssceccee $722, 294 $706, 000° "$741, 900 
CORCCUONDED Cp RORITUUNGIE TURE ook on nn cenctire nce cenncccecen|sceseecedceete]e<toe ceded aan +39, 100 
EN 8a pn dilckathdatehtdcbotbepobegpibenimadte cube tbéytacnentntochsccunwen 781, 000 


Work unit is number of close examinations and samplings of purchased, bene- 
ficiated, surplus, converted, rotated, and stored materials, including selected 
representative samples for submission to testing laboratories for chemical analy- 
sis. Unit costs shown are an average of a wide variation in types of commodities 
inspected and method of delivery. 

(b) Tests (by GSA).—Testing covers determinations by scientific means of 
physical or chemical properties of representative samples of materials. This 
requires services of trained personnel possessing a high degree of technical 
knowledge and special laboratory equipment. 

















1956 1957 1958 
cl tans nrnnenensiendndoegnstiitinassqantl 960 1, 000 1, 200 
ES bt t bd dhddbictbndbabcmabhhhibe dbbodeethpdbcnednhas $9. 91 $10. 00 $8. 83 
Performance cost (1957 basis). ...........--------------------- $9, 513 $10,000 | $10, 600 
Contribution to retirement fad oon cei bo bce bo rw eds coal btn oes bc ewe ode n cc -ncesee +$1, 400 


ron sic esiealincespnatceibonpatnaindelianietntris netted thant mes ebleimeidaebed $12, 000 
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(c) Tests (by other laboratories) —Cover tests to be performed by other Gov- 
ernment laboratories and commercial analysts, where there is a dispute as to 
the original result, and other necessary tests. 








1956 1957 1958 
Waar CERN 2 i... Sin ctaditerdceediep that 5 ae-005-<900 77 290 400 
ET tt icinin ened ina aimeaehdesedimeariinanddnda amin $35. 62 $37. 93 $37. 50 
Performance cost. -...........-- jodbbotened woaeedebee Sine Diese $2, 74: $11, 000 $15, 000 





(d) Inspection control.—Many inspection and related administrative functions 
cannot be defined in specific work units. They include the following: 

Technical assistance to regional inspection divisions regarding methods, 
procedures, and practices on sampling, inspecting, and testing of materials. 

Preparation of operating instructions and manuals on inspection and storage 
methods. 

Maintenance of materials processing records and preparation of periodic status 
reports on purchase contract deliveries, beneficiation and conversion contract 
progress, and status of surplus materials reports. 

General control and direction of the entire inspection program related te the 
acquisition and maintenance of the stockpile. 


1956 | 1957 1958 








INE CONE (ROOT DONE) < « « < ccnccddaccnpnneqeschasanevens $239, 860 $217, 000 $209, 000 
Copieeeitaen Gb retirement Tamnd.......csicccascdls ddccbddusddnwtewddnccscecetdiedabcenitebloay +11, 000 


I: Rie na enn ececdb nen cobbeerdasndelesstinnanedhdbipaulsooncinedeseas 220, 000 


Mr. Tuomas. For Inspection services you want $1,028,000 against 
$944,000 for 1957. Your unit cost is $15.00 in 1958 against $15.25 
for 1957. 

Mr. THomas (reading) : 

Materials in the stockpile, approximating $7 billion in value, must be main- 
tained at all times for delivery in prime condition. This requires constant 
surveys to determine the need for rotation, Furthermore, ODM specifications 
now require that all rubber in stockpile be inspected quarterly, rather than 


semiannually. 
INSPECTION OF RUBBER 


How do you inspect that rubber? 

Mr. Casto. The inspector goes through the warehouse physically, 
walking down the aisles—— 

Mr. 'Trromas. I have been in them when the rubber was spread over 
about a half an acre, there was no aisle and the rubber was creeping 
all over the place. 

Mr. Casto. No, sir. 

Mr. Tuomas. Well, I will take you tomorrow up to Jersey. 

Mr. Casto. We have rubber blocks stacked on pallets so as to get 
it up off the concrete floor. 

Mr. Tuomas. I have seen them right on the floor without pallets. 

Mr. Casto. We have aisles surrounding each and every one of our 
block stacks. Now, the inspector will walk through 

Mr. THomas. Do you mean you have a narrow aisle between? 

Mr. Casto. That is correct. 

Mr. THomas. When did you do that? 

Mr. Casto. Every warehouse—— 
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Mr. Tuomas. I haven’t looked at one in a year and a half. Some 
ou had that way and some you didn’t. Some were just piled up. 
I remember one big warehouse that began to creep. 

Mr. Casto. Every warehouse that I have been in, has been stacked 
in such a manner that you have access aisles down to the various block 
stacks, 

Mr. Tuomas. Have you been in all 242 warehouses? 

Mr. Casto. I have not; no, sir. 


EMPLOYMENT 


Mr. THomas. How many people do you have doing this inspecting 
work? You have unit cost of inspection, $15.25 in 1957. I don’t 
know how you arrive at that figure. What do you have on your green 
sheets? You have a total of 386.9 man-years for this year, against 
413.3 for last year; is that correct? You show a decrease? 

Mr. Weaver. Are you working on page 238, Mr. Chairman? 

Mr. THomas. Why the decrease? 

Mr. Weaver. Mr. Wilder, can you answer that? 

Mr. Tomas. You are increasing your material. 

Mr .Witper. Those figures include employment for both custody 
and inspection. You are reading from the summary green sheet for 
custody of materials. 

Mr. Txomas. That is right. Where are you going to take your 
reduction? Are you going to take it in storage, in handling, or 
where? You break it down into 2 or 3 different parts, don’t you? 

Mr. Jonas. You have noted, haven’t you, Mr. Chairman, that what 
is a reduction from 1957, is up from 1956? 

Mr. Tuomas. That is right. 

Mr. Meptery. The primary difference in the employment between 
1958 and 1957 has to do with the physical inventory program. When 
we started out trying to determine how this work would be done, we 
were not certain whether it would be done by force account or by com- 
mercial contract. In the estimate for 1958, more of the work is antici- 

ated by commercial contract than by force account. We had, at 
Tuseeiber 31, 1956, 177 temporary employees, doing inventory work 
by force account. We wouldn’t expect to have that large a temporary 
staff in the physical inventory program in 1958. That accounts for 
the increase from 1956 to 1957 and the decrease for 1958. 

Mr. Tuomas. I read from page 234 a pretty good paragraph: 

As more materials are stockpiled, and as storage criteria shift to fit revised 
planning for defense against attack, new storage facilities must be inspected 
as to the suitability for scheduled materials. During 1958 it is estimated that 
a total of 91,000 tons of various types of materials will be placed in commercial 
storage facilities. Of this quantity, approximately 80,000 tons will be stored 
in new commercial locations, at an average of 3,000 tons per location; 27 new 
locations will be required. In order to locate 27 suitable facilities, inspections 
of up to four times this number will be necessary. 

How many people are you going to have in the inspection service? 

Mr. Wier. 117 in the field and 35 here in Washington for 1958. 

Mr. THoomas. What are the 35 in Washington going to inspect? 

Mr. Wixper. They develop the standards of inspection for the field 
offices. 

Mr. Tuomas. You need 35 people to tell 117 what to do and how to 
do it? 
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Mr. Wiper. No, sir; of that amount there are 10 who are merely 
recording the contracts and points at which inspections should be 
scheduled. Some of the contracts involve deliveries in more than 
1 region; sometimes 5 regions. That all has to be recorded and the 
instructions developed accordingly. 

Mr. Tuomas. What is the result of your inspection now? What 
good comes of all this inspection ? 

Mr. Wiper. There are two phases of inspection. One is the accept- 
ance inspection at the port or the plant, depending on the delivery 
terms of the contract. There is the other phase of inspection where 

ou have inspection for qualitative maintenance of the material. 

or example, inspection of oil to determine the quality status as each 
year goes by. When it reaches a certain point of depreciation in 
quality, they become subject to rotation. 

Mr. VurseLy. How often do you inspect, once a year, or once in 
2 years, or once a month ? 

Mr. Wiper. As we said here previously, rubber is inspected 
quarterly. Everything out there ought to be inspected at least twice 
a year in my Salon 

Mr. Jonas. Everything? 

Mr. Wiper. All warehouses, and all materials stored in those ware- 
houses. 

Service Drrecrion 


Mr. Tuomas. Let’s put page 239 in the record here. 
(P. 239 of the justification is as follows:) 


Service direction 


Average employment 








Amount 
Department Field Total 
i a i a $155, 100 10. 6 6.6 17.2 
GR 6 Sah te caitlin deeds tdi od +44, 900 +3. 2 +1.3 +4.5 
BONO RIAN ie tes Se 200, 000 13.8 7.9 21.7 
HIGHLIGHT 


General administration over all programs assigned to DMS is provided de- 
partmentally by the Commissioner, assisted by his immediate staff, including 
the Administrative Office and a program planning and evaluation group. The 
Commissioner is represented by regional directors in New York, Boston, Chicago, 
and Dallas to carry out program operations in these areas of major DMS stock- 
pile activities. 

JUSTIFICATION 


No increase in positions is required in 1958 over 1957; increase in man-years 
represents annualization of positions filled during part of 1957. 

The Congress, in reporting on the 1957 DMS budget request, called attention 
to the need for more objective program planning, evaluation, and reporting. 
This staff represents the Commissioner in planning for, coordinating, and evalu- 
ating the effectiveness of the long- and short-range policies and programs of 
DMS; assisting other Government agencies, through representation on top 
committees, in the development and revision of policies and programs; and the 
supervision of more effective program reporting. 

The positions proposed represent the minimum staff required to assure au- 
thoritative and efticient program planning, evaluation, and coordination with 
other agencies on such matters. 








a 
; 
\ 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and staffing —$179,000 for 22 positions distributed as follows: 








1956 1957 1958 
ET I ak ilk Seid edd edbadepacddcnsteseae dae 15 14 14 
IS ih hak becsigid dc sei atetb paris conweenidasns 6 8 s 
cA PRES 746: SSeS Pes Ee EO Sees 21 22 
IE 1 ctnntttinendemegl pbcconntdenmnnehbeges cee 18.8 17.3 21.7 


Other objects.—$21,000 or 10.5 percent of estimate, includes: 
(1) $3,500 for 100 travel days for departmental and 40 travel days for field 
employees at $25 per day including transportation costs. 
(2) $17,500 for other costs, including $6,300 for normal office costs and 
$11,200 for contribution for retirement fund. 


Mr. Tuomas. There is a $44,900 increase for service direction 
and about 4.5 man-years increase. 


General administration over all programs assigned to DMS is provided de- 
partmentally by the Commissioner, assisted by his immediate staff, including 
the Administrative Office and a program planning and evaluation group. The 
Commissioner is represented by regional directors in New York, Boston, Chicago, 
and Dallas to carry out program operations in these areas of major DMS stock- 
pile activities. 

No increase in positions is required in 1958 over 1957; increase in man-years 
represents annualization of positions filled during part of 1957. 

The Congress, in reporting on the 1957 DMS budget request, called attention 
to the need for more objective program planning, evaluation, and reporting. 
This staff represents the Commissioner in planning for, coordinating, and evaluat- 
ing the effectiveness of the long and short-range policies and programs of 
DMS; assisting other Government agencies, through representation on top com- 
mittees, in the development and revision of policies and programs; and the 
supervision of more effective program reporting. 

The positions proposed represent the minimum staff required to assure author- 
itative and efficient program planning, evaluation, and coordination with other 
agencies on such matters. 


Mr. Meptey. That has been in existence right along, Mr. Chairman. 

Mr. Tuomas. This is nothing new. That is out of the Adminis- 
trator’s office. That much is charged out of his office against this 
program. Is that what it is? 

Mr. Meptey. No, sir. That is Mr. Weaver’s office. 


ADMINISTRATIVE OPERATIONS 


Mr. THomas. Put page 241 in the record at this point. 
(The page referred to follows :) 


Administrative operations 
Amount 
RI id ie Sasa tai incnmachlin alah aalncennd tiie tnnante aiuhagie tadininrtiaga rae $1, 313, 900 
| a ranean tla att anata ee widianasctganietsdetumaanet +216, 100 


HIGHLIGHT 


Financial, administrative, legal, planning, and cordination services to support 
this program are provided by the integrated staff organization of GSA. Based 
on workloads generated by the program proposed for 1958, it is estimated that 
roy aaa operations, excluding contributions to retirement fund will be 
$1,450,600. 
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“Increase of $216,100 requested is for new emphasis on physical protection 
of the stockpile, new functions related to stockpile operations including addi- 
tional assistance to small business, and additional workload in financial services.” 
(From the budget for 1958.) 














| 
| 1956 =| 1987 | 1958 
ert 
Distribution of cost by subactivity: | 
C6P PENS CPR iccs Kcqsagtenecguencesyyaunpansaugee $864, 334 $865, 900 $922, 400 
(bo) Planning and agency services-_-_......-.-...--.-.------ 109, 946 102, 100 128, 100 
Set ee GT PE ébecncn osencannhnoegeeinehees 275, 463 240, 800 295, 100 
(d) Legal services............... stiecenedennsndieneaeanee 104, 764 105, 100 105, 000 
UD REET DS oo tak oo beck Reb Sousbnetousee 1, 354, 507 1, 313, 900 1, 450, 600 
Contribution to retirement fund--.__.......-....-- sume tee Dib das> wtigeatld in des apbcbetl +79, 400 
De Aisi la et | Ries ii es 
Estimated man-year equivalent ._.__- 
Workload for selected functions: | 
Financial services: | 
Employees payrolled- -_.-.....- riews sbideedatiehkbib 651 743 765 
VOUGEIer® PYOUIONOO oe sik bic on ies wnt aimee Sie be - 408 27, 512 27, 400 29, 300 
Inventory documents processed _- aareinsplagiiaeesieien 44, 760 40, 200 | 40, 200 
Bil'ings prepared... ...............-.-.- asghintetaatnnbe 2, £30 3, 100 3, 300 
Internal audits performed........_.....-..---.....- | 239 | 291 329 
Administrative services: 
Personnel, emp’oyees servieed _..........--.-- { 651 ni | | 765 


Compliance, investigations completed _ -_- _- 106 105 120 





Personnel security investigations processed _ - 1,423 1, 740 | 1, 740 
Security surveys completed___._...........-.. he 80 90 120 
Physical security of stockpile surveys. sccietadeai hanes Madea ore cote ened ea marek eal a adeasignaso ee 176 
Legal services performed..............-..----..----------- 7, 932 7, 800 8, 300 


In addition to contributions to retirement fund of $79,400, increase of $136,700 
reflects: 


(1) Special provision for 5 agents to establish standards for and to administer 
the physical protection of the stockpile, $50,000. 

(2) Adequate staffing of new agency services function as it relates to stock- 
pile operation, and additional assistance to small business, $26,000. 

(8) Additional workload in financial services, particularly in accounting, 
credit and finance, and audit functions, $56,500. 

(4) Other minor increases in Administrative Services offset by adjustment 
in legal services, $4,200. 

Mr. Tuomas. Let’s go to “Administrative operations,” $1,530,000, 
and I have written up here, I think I see a portion of Mr. Medley’s 
footnote. 

Financial, administrative, legal and planning serv ices. The distri- 
bution of cost by munactivity “Financial services,” Mr. Medley, jumps 
from $865,900 t $922,400. Planning goes from $102,100 to $128,100. 
When was planning set up, in September ? 

Mr. Meptey. That was part of the realinement functions. 

Mr. Tuomas. “Administrative services” jumps from $240,800 to 
$295,100. That is housekeeping, as I remember. Good old legal serv- 
ices dropped from $105,100 to $105,000. And you only have, as well 
as I remember, 127 lawyers. 

Mr. Meptey. That is approximately right, Mr. Chairman. 

Mr. Tuomas. I don’t want to be approximate. 

Mr. Meptey. Estimates for 1958 provide for a total of 131 positions 
in legal services for all of GSA, about half are stenographers. 

Mr. Trromas. You want 92 in the Department and 39 in the regions. 

Mr. Meptey. An overall table on financial service is on page 275, 
Mr. Chairman. 








) 
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Mr. Tuomas. This is the summary data in here. Where is your 

en for financial services, administrative services, and so 
ort 

Mr. Evins. Page 274 is “Consolidated administrative operations.” 

Mr. Tuomas. That is the overall. That is Brother Medley. It 
shows how many checks he is writing and he has to take care of stock- 
piling and all these operations under the supply fund and he makes 
a pretty good case there, I guess. 

fr. Meptey. The summary for all S. and C. M. employees in Wash- 

ington and in the field is on page 243. 

Mr. Tuomas. It is nothing but Mr. Weaver’s operations? 

Mr. Meptey. That is correct. 
a Tuomas. That includes administrative operations, too, for his 
shop ? 

Mr. Meptery. No, that is just his shop, Mr. Chairman. 


UNOBLIGATED BALANCE FROM 1957 


Mr. THomas What is the unobligated balance for last year in 
the funds for strategic and critical material, is it $145 million ? 

Mr. Luewetiyn. That figure is right. I don’t have the odd totals 
here, but $145 million is the figure that we expect to be unobligated. 

Mr. Tuomas. Well, it is already in the record. 

Mr. Liewettyn. You have it in the record already, yes, sir. 


Apaca Frser Program 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 





Program by activities: 








Bee eenpenn Ceperweetks ose lc a Ss ee see | $59, 489 $57, 000 $61, 000 

5. ceeniaintrative opereees...........................4.. 55, 917 43, 000 33, 500 

Total accrued administrative expenditures... _......- 115, 406 100, 000 94, 500 
Financing: | 

Unobligated balance no longer available__................-} SO Waa res Es 

100, 000 | 94, 500 


ee Eten ee a oe oka anes 117, 500 | 
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Accrued administrative expenditures by objects 


| 


1956 actual | 1957 estimate | 1958 estimate 























| } 
Total number of permanent positions._....................-- 6 | 5 | 5 
Average number of all employees_.--..........----.-------.-- 5 | 5 | 5 
Number of employees at end of year..-......-....--.-.------ 6 | 5 | 5 
Average salaries and grades: | “pei % 
General oe grades: — 
APOE 50 5-5 EE hss ook ce nbedrdise tdi eneew | $8, 754 $9, 763 , 
asd tase xh ateninircetens wialodishanbidnicitheceistadiiitelinaanass | GS8-10.8 | GS-12.2 GS-12.2 
01 Personal services: ls eka 3 gi eamaetheds 
OE ee eee ee $49, 840 $48, 815 $49, 350 
Regular pay above 52-week base............-------.-- 185 | 1 
Payment above basic rates._........-- 3, 986 985 3, 951 
Total personal services...............-.--- i 54, 011 | 52, 800 53, 491 
ee a ER Bee hick shi ances ons bcanengetoont la | 3, 523 3, 400 3, 400 
04 Communication services__-__- kde bndassbha.cepiekedietad 752 350 
06 Printing and reproduction._...........- J tk ase sat 747 150 200 
GF Otier opmirectaml eerviods . cu... 3 6i. sos ek inns. J55 ek) 289 200 209 
Payment to ‘‘Administrative operations fund, General | | 
Services Administration. ______. apse} Lenin } 55, 917 | 43, 000 33, 500 
Services performed by other agencies............_-- cdl 4Oi8. o5i4...2 CA eee 
08 Supplies and materials.._._....- ae biea be <plas og= bbb a5 SF4 118 | 100 200 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund..........-.....----- | i al cd aaa lia 3, 100 
Total accrued administrative expenditures.............. 115, 406 100, 000 94, 500 


Mr. Tromas. Let’s look at your abaca program next. Put pages 
247 and 248 in the record. 
(The pages referred to follow :) 


Administrative expenses 


Average employment 








Amount Sienttigingetinanatl 
Department Field Total 
I $100, 000 | 4 | 1 5 
Ge aitabecdnauethscnudkisanadbhhocnuies —§, 500 |.......- : | a ee 
leit cae adh eee nnnidigag eae 94, 500 4 | 1 5 


GENERAL STATEMENT 


This item prescribes extent to which funds in the abaca fiber account may 
be expended for expenses of administering the abaca fiber program during 1958. 
It provides for $94,500, a decrease of $5,500 below the amount needed for 1957. 

Description and financial details of the program are covered in statements 
beginning on page 251. 

APPROPRIATION LANGUAGE 


“Abaca fiber program: Not to exceed [$100,000] $94,500 of funds available to 
the General Services Administration for the abaca fiber program shall be avail- 
able for administrative expenses incident to the abaca fiber program, to be com- 
puted on an accrual basis, and to be exclusive of the interest paid, depreciation, 
capitalized expenditures, expenses in connection with the acquisition, protection, 
operation, maintenance, improvement, or disposition of real or personal property 
relating to the abaca fiber program, and expenses of services performed on a 
contract or fee basis in connection with the performance of legal services.” 


i 
ie 
i) 
| 
it 
H 
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JUSTIFICATION 
Administrative expenses fall into two categories, as follows: 





1956 1957 1958 
i: SII AION sn Ccaasewsecékonn~e0scecensesons $59, 489 $57, 000 $57, 800 
2. Aduskpistrative onperationg. i... .... 2b... 2. 55, 917 43, 000 31, 800 
Total cost or estimate (1957 basis).....................- 115, 406 100, 000 89, 600 
Serer TNO kn hermes oadides leaqenndeallvads +4, 900 
GERI ee Ce ee ee Up usdccesbccocnncencanncicccesentisacl 94, 500 


1. Program supervision.—Supervision of the program is provided by a staff of 
five, including a production specialist stationed in Costa Rica. This staff 
has been cut from a high of 11 in prior years, and is considered the practical 
minimum for continued administration of the program. Function of staff is 
essentially as follows: 

(a) Establishment of operating policy, and assisting Office of Defense Mobili- 
zation and other governmental agencies in development of plans and programs 
for meeting abaca fiber requirements in time of emergency at the lowest possible 
cost. 

(bo) Administration of the contract with United Fruit Co. under which planta- 
tions are operated. This involves determination of propriety and economics 
of all expenditures (about 3.2 million per year) made under the contract; 
establishment of uniform agricultural and production practices; construction 
of plantation facilities ; acquisition of machinery, equipment, and supplies; sale 
of excess facilities, etc. 

(c) Scheduling of shipments of fiber from Central America for transfer to 
the stockpile, and sale to industry of material not required by the stockpile. 

(d) Direction of research programs aimed at increasing abaca production, 
lowering costs, utilizing byproducts, improvement of abaca culture, and elimina- 
tion of pests and diseases. Research programs are carried out with the coopera- 
tion of the United States Department of Agriculture. 

2. Administrative operations.—Financial, administrative, and legal services 
are performed by integrated staff activities of GSA as set forth under “Consoli- 
dated administrative operations.” 














1956 1957 1968 
I elo een tomseniiene entire $40, 199 $34, 300 $23, 100 
Administrative services..................--.--- neaeeaucdincete 3, 849 4, 000 4, 000 
ee enenmeaadannes 11, 869 4, 700 4, 700 
I csi 55, 917 43, 000 31, 800 
Contribution to retirement fund. -_-._...... woiisst~ddinss a pad sited sem « Liupduewinseda +1, 700 
a een et ede ee ee nama --------~-----]--------- ad 33, 500 
Estimated man-year equivalent...._..........-.-.....---.-.-. taal 9.5 Dy tune 2.6 Sai eleo Ad! 5.4 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See Activity data sheet.) 

Personal services and staffing.—$53,491 for 5 positions for program super- 
vision, 4 in central office and 1 in the field, the same as for 1957. 

Other objects.—$41,009, of which $33,500 is for payment to administrative 
operations fund for administrative operations to support the program; $3,400 
for travel; and $4,109 for other minor object expense. 


Mr. Tuomas. You are asking for a limitation of $94.500 on the 
amount of money you can spend for administrative costs on the pro- 
duction of abaca fiber. This is a supervisory service. It is provided 
by a staff of five including a production specialist in Costa Rica. This 
staff has been cut from a high of 11 in prior years and is considered 
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the practical minimum. The establishment of operating policy. Ad- 
ministration of the contract with the United Fruit Co. under which 
plantations are operated. This involves determination of propriety 
and economics of all expenditures, totaling some $3,200,000 a year 
made under the operating contract. Establishment of uniform agri- 
cultural production, practices, construction of plantation facilities, 
acquisition of machinery, equipment and supplies, sale of excess fa- 
cilities, and so forth. 

Now, this is all out of the Treasury. It costs you $3,200,000. You 
were limited last year to an expenditure of $100,000 to administer this 
program. How much are you getting in the way of production out 
there? You don’t show a breakdown of the costs that come out of the 
Treasury. Congress has no say-so over it and there is no breakdown 
of it. Now, why keep this?) How much land do we have over there? 
Break down the $3.2 million. How much are you producing? You 
are selling over 70 million pounds of the fiber grown partially over 
there, I presume, or is it all grown over there? 

Last year you disposed of 60 million pounds of fiber, all of which 
was grown there, or some part of it. 


WORLD SITUATION ON ABACA 


Mr. Casto. Production of abaca in 1955 was 105,000 tons in the 
Philippines and 5,000 tons in Central America. 

Mr. Tuomas. Do we own the plantation in the Philippines, too? 

Mr. Casto. No, sir: all Philippine plantations are privately owned. 

Mr. Tuomas. You bought the land in Central America ? 

Mr. Casto. No, sir: that land is owned by United Fruit Co., and is 
made available to the United States Government by the fruit company. 

Mr. Tuomas. Give those production figures again. 

Mr. Casto. World production of abaca in 1955 was 105,000 tons in 
the Philippines, and 5,000 tons in Central America. Production 
worldwide was 110,000 tons, and there was a 10,000-ton deficit for the 
year. 

Mr. Tuomas. That was in 1955? 

Mr. Casto. Yes, sir; the calendar year. Production in 1956: Philip- 
pines was 130,000 tons; Central America, 5,000 tons; a total of 135,000 
tons. 

Total consumption was 136,000 tons, or a deficit of 1,000 tons. Over- 
all balance stocks as of December 31, worldwide, were estimated at 
2,000 tons—— 

STOCKPILING OF SISAL FIBER 


On sisal, which is the other fiber we are stockpiling and rotating, we 
have ‘a total of 176,000. tons produced in Tanganyika in 1955; 122,000 
tons in other Africa ; 138,000 in Indonesia; 88,000 in Brazil; 10,000 in 

Jentral and South America. None of that is produced by the United 
States Government. It is all private production. 

Total of 534,000 tons, worldwide production. Consumption in 1955 
was Australia, 16,000 tons; Canada, 35,000 tons; France, 50,000; Ger- 
many, 48,000; Japan, 40,000; Netherlands, 25,000; United Kingdom, 
92,000; United States, 152,000; balance of the world 60,000. 

A total of 518,000 tons. There is a 16,000 ton surplus. 

For 1956, total production of sisal was 475,000 tons. Total export 
availability not consumed in the Far Eastern producing countries was 








: 
' 
) 
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435,000. World demand was 410,000, or a surplus of 15,000 tons added 
to existing stocks at the end of 1955, making free world stocks, today, 
of 28,000 tons. 

GSA ABACA FIBER PROGRAM FOR 1958 


In Central America, with our abaca plantations, we are proposing 
to produce in fiscal year 1958, 9,800,000 pounds. Since there is a world 
shortage in abaca and has been in the past 2 years, and since the stop- 

age of the Suez Canal, demand has considerably increased over what 
it. was in 1955. 

The price has expanded from 20 cents a pound, on which all of our 
budget figures were predicated, to a total of 26 cents a pound. The 
resulting ‘Joss that we show here for the abaca operation in 1958, if 
the present price trend continues or remains at its existent level, will 
be materially reduced. 

Mr. Tuomas. On what page is that loss shown, 

Mr. Casto. Page 255. 

Mr. Tuomas. You had a loss of $1,047,180 in 1956; $1,780,720 in 
1957 ; $1,192,600 anticipated loss in 1958: is that correct ? 

Mr. Casto. The $1,047,180 in 1956 is the excess of receipts over 
expenditures. 

Mr: Tuomas. That includes your administrative expense and your 
cost of operation, which will be $3.2 million for 1958? 

Mr. Casto. That is correct. 

Mr. Tuomas. You sold 60 million pounds, and 70 million you have 
for sale this year. How much do you have now in the warehouse? 

Mr. Casto. In the Abaca Production Act inventory itself, we have 
350,000 pounds that have not been transferred to the ‘stockpile as yet. 

Mr. Tomas. What is your annual consumption under wartime 
conditions ¢ 

Mr. Casto. ODM would have that figure. 

Mr. Weaver. Mr. Fritz, would you take care of that one? 

Mr. Fritz. This is classified information. 

(Off the record discussion. ) 

Mr. Tuomas. I notice you carried a rotation program last year and 
this year. What is the | life of these fibers? 

Mr. Casto. Five to 7 years. For the standard grade, we can get 
7 years out of it. For the off-grades we can get 5 years. 

Mr. Tuomas. How much of a licking will you take for the sales this 
year and last year of your fibers? $1,750,000 anticipated and $1,500,- 
000 anticipated for last year ? 

Mr. Casto. That is right, net rotation costs. 

Mr. Txomas. How have you done? 

Mr. Casto. So far, we have rotated 48 million pounds in fiscal year 
1957, and we are running under estimated costs. 

Mr. Tuomas. Well, may I commend you on your presentation? 
You did a beautiful job. 

Mr. Casto. Thank you, sir. 
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PERSONAL PROPERTY 


WITNESSES 


CLARENCE D. BEAN, COMMISSIONER, FEDERAL SUPPLY SERVICE 

R. T. DALY, ASSISTANT COMMISSIONER, PURCHASE AND STORES 

J. W. FLATLEY, ASSISTANT COMMISSIONER, PROPERTY MANAGE- 
MENT 

L. L. LEEPER, ASSISTANT COMMISSIONER, SUPPLY MANAGEMENT 

W. S. MacLEOD, DIRECTOR, STANDARDIZATION 

J. B. HANSON, DIRECTOR, MOTOR VEHICLES 

L. C. TUTTLE, DIRECTOR, UTILIZATION AND SALES 

L. L. DUNKLE, JR., DIRECTOR, NATIONAL BUYING 

Cc. W. GASQUE, JR., ASSISTANT GENERAL COUNSEL, PERSONAL 
PROPERTY 


Mr. Tuomas. Let’s look at personal property items. You have 
three items: “Operating expense,” $6,350,000. “Expenses, supply- 
distribution,” that is the stores, $20 million. And then the capitaliza- 
tion of $25 million for a total of $51,350,000, but I think there are 
some corrections to be made in that, some minor ones. 


OrerRATING Expenses, Feperan Suppty Service 


Program and financing 























1956 actual | 1957 estimate | 1958 estimate 
Program by activities: 
1. Utilization and sales_-.-......--- piled sail 788,261 | $1,300, 300 $1, 786, 800 
2. Supply standards. ..--....-...-.--- fina aaa 603, 793 | 826, 700 1, 955, 600 
3. Motor vehicle management. -- -- _batenesoeeshesane 159, 429 178, 890 197, F00 
4. Supply contracting..........- . hp nthciagandgl asians 756, 829 738, 800 735, 300 
5. Supply management. ..........-- — dante 144, 836 214, 900 417, 600 
6. Service direction ie ; d 403, £50 | 446, 200 514, 200 
7. Administrative operations...............-.----.- eae 486, 037 | 608, 400 693, 000 
Total obligations.............- puchnsindannniitnedmeniin 3, 342, 735 4, 315, 100 6, 350, 000 
Financing: | 
Comparative transfers from (—) other accounts-----___.-- — 486, 037 66,900 foc imal... <. 
Unobligated balance no longer available_...............-- Tap OUD fie enn ee 
Appropriation (adjusted): 
SD EDD wsacansscoecsensewn stsihiwasienasinesnelieuiia 2, 930, 600 2, 884, 400 4, 390, 000 
eS RGIIIIEE be. 25. is OE wii db thin dene Sled nbbbidlhnctananiow 1, 365, 900 1, 960, 000 





nn re naeeatmemnenenen tetera anseneainiasisetnennennnaieeldl 
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Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 








Total number of permanent positions. _............--- ~ 456 547 792 
Full-time equivalent of all other positions............-.-...--- Oe Libr das cece allen dosnt 
Average number of all employees. -......--..--.-.----------- 399 507 698 
Nuniber of employees at end of year. ..........-........--..- 444 536 7 
Average salaries and grades: 
General schedule grades: 
nin an naninsemacinn eesti Et $5, 786 $5, 978 $5, 77 
i Bene BIO. « . 2. ha dddedcviatudbvcebesecoucb cect. GS-7.6 GS-8.0 GS-7.9 
01 Personal services: 
Permanent positions........................... nied’ $2, 303, 77! $0 040, 100 $4, 042, 700 
Positions other than permanent. .........--.-- Seiad RIE Rinc:inn nnititeditdtinn Recaaabtiiins aa 
Regnlar pay above 52-week base. ............-.----.-- Dyer tee 5k. dubiowe 18, 100 
Payment above basic rates............-...-.-...------- 36, PRG hen sccae sens . i 
‘Total personal services................----..- Ddidds 2, 347, 315 3, 040, 100 4, 060, 800 
02 Travel. lat Nita a taalis keds 53, 269 120, 000 297, 500 
03 Transportation Se 6, 205 2, £00 2, 800 
04 Communication services._..........-...- ste hie ald 109, 860 113, 800 133, 100 
: 05. Reman stility. sorviaes....- 62 ose tn nnees 1, 327 | 600 1,000 
| 06 Printing and reproduction. ---.......-.- ; Santee 186, 144 22k, 300 377, 190 
+ 07 Other contractual services. sok 43, 419 72, 496 113, 400 
| Payment to “Administrative oper: ations fund, Gen- 
: eral Services Administration” _.__- ia ate | 486, 037 | 60R, 400 693, 000 
i Services performed by other agencies....._-- how 51, 115 85, 104 343, 800 
08 Supplies and materials................-- bs 26, 955 29, 200 | 37. 800 
; 09 Equipment sires sciiers 22, 791 11, 000 31, 200 
; 11 Grants, subsidies, and contributions: 
Contribution to retirement fund.-.................-.-- a |- hes 253, 800 
13 Refunds, awards, and indemnities..............-- aaaradel 6, 960 | 2, 200 2, 700 
; 15 Taxes and assessments___......- tM eae Tat 2 ee 1, 338 1, 400 2, 000 
f eeeteneee ——— ee — 
: ne ee Bi. cenenoanaseenn 3, 342, 735 4, 315, 100 | 6, 350, 000 





| A) a ad aba 


Budget authorizations, expenditures and balances 














{| | | 
| | 1956 actual | 1957 estimate | 1958 estimate 
} | 
t ot) ae ce POG tt Wt Shc sl cnunmoel ae ” ca “are Tues Lise } 
; BUDGET AUTHORIZATIONS AVAILABLE | 
f | 
Appronriation: 
Definite. .......-.--.---2.--2--0---eene nse -n-eene---------] $3,395,000 | $2,884,400 | $4, 390, 000 
ND Sad Send nccceg tlc nina pwr ulinamtpyr nin ananiernn fowacenaseceaces 1, 385, 900 1, 960, 000 
|-—-- -— — 
Debel are 6k i Ass «4 - opener we ne ena ik |} 8,395,000 | 4,250,300 6 350, 000 
Transferred to ‘‘Operating expenses, Tr: ansportation and Pub- | 
lic Utilities Service, General Services Administration’? (63 | 
hs temadie —464, 400 |__.----.--- poled 
ny GN ii re cen cid mtredineonewe 4, 250. 300 6, 350, 000 
Obligated balance brought forward..................-.--..-..-] ( | 209, 647 160, 642 
Increase in prior year obligations... .-....-....-...-.----- hi “14, eee laccansesenaces 
Restored from certified claims account -.-.-.-..---- sieeeen isin : ‘ 695 a 
| _ | ce —_ —— _ —— 
} | 
Total budget authorizations available...............-- 3, 204, 778 | 4, 460, 642 6, 510, 642 
EXPENDITURES AND BALANCES | 
Expenditures— | | 
Out of current authorizations. -...............-...-....-.-- 2, 646, 980 | 4, 093, 000 6, 045, 000 
SE ee PEE Ce scbces coededcccecstescccccas 274, 147 207, 090 155, 000 
nn a rete dkwcasibntinanaiignsennes 2, 921, 127 4, 300, 000 6, 200, 000 
Balance no longer available: 
Unobligated (expiring for obligation) .................-..-- | | ee idee il tals aca 
EN: Tee dek ranean nS oiet odes cddntecesediagenssducehos 102 agba doveunnn bhedddiep econ 
Obligated balance carried forward_.................--.------.- 209, 647 | 160, 642 310, 642 
i Total expenditures and balances..............--.------- Bt 3, 204, 778 a 4, 460, 642 6, 510, 612 
: 





Mr. Reporter, will you put pages 101, 102, and 103 in the record 
at this point, showing the item “Operating expense.” There is an 
estimate of $6,350,000 for 1958, which is an increase of $2,034,900 over 


last year. 





| 
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(Pages 101, 102, and 103 of the justification follow :) 


Summary reconciliation of 1958 estimate to 1957 funds 


A. 1957 appropriation in annual act (direct apprepriation)—._-___- $2, 884, 400 
1957 appropriation in annual act (from proceeds of sales)_____- 1, 935, 600 
Deduct estimated unused proceeds of sales authorization_...0—569, 700 
Comparative transfer from “S. and E., Office of Administrator’’__ 64, 800 
COMOE TAT RO: CORR TOR TO ai ssid tihgiitaiegereiirnn< 4, 315, 100 


B. Increases in 1958: 
Improve utilization of excess personal property 
($109,500) ; full year sales assistance on pilot 
II 0 DAE CPP can os sstiaiclencchaenai pti se talijaiineiatdenteidcdan $404, 2 
Accelerate production of specifications to complete 
essential coverage in 4 years ($95,300) ; develop- 
mental testing and testing of new products 
(PUG TE heidi Sos bubkinl bamaninonuebiehs 160, 400 
Expand item identification activities to serve civil- 
ian agencies and facilitate DOD supply support, 


based on 4-year phased plan_--__-_-___________ 665, 500 
Reimburse DOD for catalog numbering services___ 216, 000 
Adding items to supply schedule contracts and in- 

creasing purchase coverage by $30 million______ 11, 200 


Further implement GSA’s responsibilities for ex- 
ternal policy, regulatory functions, and manage- 
ment, with respect to personal property ($66,- 
400); increase resident agency supply liaison 
from 6 groups in 1957 to 12 in 1958 and expand 


























ene Gr Car ee ns 182, 100 
Strengthen direction of regional operations___._._._ 37, 800 
Administrative operations support for expanded 
NG id eink Sesh tcteen date hin ohana tatiana 47, 500 
Minor increases (penalty mail, $5,000; other, 
I cece tae tele ee ene cee 14, 200 
Contributions to retirement fund___________-__--___ 296, 000 
————. 2, 084, 900 
Pr A RI I = 6, 350, 000 
C. Financing: 
TOL CERO eee eee eee eee ieee eens 4, 390, 000 
From proceeds of surplus personal property sales__________- 1, 960, 000 
6, 350, 000 
Analysis by activities 
Additions 
1957 Deduc- eee Ore eo eae 1958 
Activities Adjusted tions estimate 
Program Retire- 
ment fund 
1. Utilization and sales.__.................| $1,300,300 |___- $404, 200 $82,300 | $1, 786, 800 
2. Supply standards.. ; ; x 826, 700 | __ 1, 041, 900 87, 000 1, 955, 600 
3. Motor vehicle management. ae 178, 800 |_....__- 9, 200 9, 500 197, 500 
4. Supply contracting - - a: ; i 738, 800 | | 11, 200 35, 300 785, 300 
5. Supply management-. err / 215, 900 |- ; 182, 100 19, 600 417, 600 
6. Service direction... _- ee ji 446, 200 |__-- | 42, 800 25, 200 514, 200 
7. Administrative operations. - a 608, 400 | 47, 500 37, 100 693, 000 
ON ati a _| 4,315,100 |...........} 1, 738, 900 | 296,000 | 6,360, 000 
Nee ee nee ee ee oe $4, 820. 000 
Ce Tn el eee ee ee ee) —504, 900 
1957 comparative_._..__.___. a ae 4, 315, 100 
i Fare | oe es +-2, 084, 900 
TOS Crea) th ese see PT Te +6, 350, 000 


1Includes $1,960,000 to be derived from proceeds of surplus personal property sales. 
88278—57—pt. 2——11 
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GENERAL STATEMENT 


“This appropriation provides for establishment of efficient personal property 
management practices. 

“Increases proposed for 1958 are principally for further improvements of 
supply practices in civil agencies, acceleration of catalog identification of civilian 
agency supply items, improvement in utilization of excess property, and greater 
aid to other agencies in disposal of surpluses.” (From the budget for 1958.) 

Activities financed from this appropriation include promulgation of policies, 
regulations, and procedures governing the procurement, distribution, utilization, 
and disposal of personal property ; establishing standards of quality, sizes, types, 
and catalog identification of items purchased; prescribing and surveillance of 
inventory levels; insuring effective use within Government of property excess to 
the needs of the owning agency; assisting agencies in the sale of surplus prop- 
erty ; improving management of motor vehicles, including establishment of inter- 
agency motor pools, where feasible; providing contracts which make available 
to all agencies lower prices resulting from volume purchases, and related op- 
erations. 

Operations during 1957 are highlighted by increased emphasis on improving 
the cash returns from sales of surplus personal property by initiating on a pilot 
basis a program for specialized sales assistance to agencies at sites of surplus 
sales. This was urged at several hearings by congressional committees last spring 
which resulted in an authorization by the Congress to utilize proceeds of sales, 
within a specified limitation, for that purpose and for related utilization 
activities. 

The program of sales assistance, begun at certain Air Force installations in 
July 1956, has the enthusiastic support of Air Force headquarters and personnel 
in the Air Materiel areas. Significant progress has already been made and 
progressive extension to other areas is being arranged, by invitation. Current 
plans are based on controlled expansion to insure effectiveness of the program, 
firm up techniques, etc. As a result, it is not anticipated that full use will be 
made during 1957 of the $1,935,600 authorization. 

Estimated use of only $1,365,900 is reflected in the budget schedules. How- 
ever, it is possible that a portion of the remaining authorization may be needed 
as operations develop. Substantial progress is also programed in 1957 in the 
eatalog identification of GSA supply items, motor-vehicle management. and 
supply schedule contracting, each of which is discussed in the activity sections 
of this estimate. 

Of equal importance is the internal reorganization of Federal Supply Service 
which established new lines of authority, emphasized the need for improved 
agency services, and among other things, concentrated policy and regulatory 
matters in the supply management activity. Limited funds preclude full staffing 
of that important activity in 1957. 

The estimate for 1958 requests $6,350,000, of which $1,960,000 is to be derived 
from proceeds of sales for financing utilization and disposal activities, as in 
1957, and $4,390,000 by direct appropriation. This is an increase of $2,034,900 
over the $4,315,100 available for 1957 on a net basis. 

Approximately 25 percent of the increase, or $512,000, is required to finance 
new elements of cost, $296,000 for contributions to the retirement fund and 
$216,000 for reimbursements to Department of Defense for processing and num- 
hering catalog identifications. The remaining $1,522,900 is principally for im- 
proving the utilization of excess property, full year assistance to the Air Force 
in the sale of surplus property, initiating 4-year programs for providing needed 
supply specifications and cataloging of civilian agency supply items, and further 
improvements of supply practices in civil agencies, as more fully deseribed in 
the activity justifications which follow. 

Measurable economies resulting from activities under this head amounted to 
$137.5 million in 1956 and are expected to reach $170.7 million in 1957. Programs 
proposed for 1958 contemplate increasing economies to $200 million, principally 
es the result of improved excess property utilization and increased cash returns 
from sales of surplus. 

As in preceding years activities incident to operations of the general supply 
fund are provided for in a separate appropriation, retitled “Expenses, supply 
distribution.” 


Mr. THomas (reading) : 


This appropriation provides for establishment of efficient personal property 
management practices. 


| 
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Increases proposed for 1958 are principally for further improvements of sup- 
ply practices in civil agencies, acceleration of catalog identification of civilian 
agency supply items, improvement in utilization of excess property, and greater 
aid to other agencies in disposal of surpluses. 


Now, this excludes administrative costs of your stores pregram : 


Activities financed from this appropriation include promulgation of policies, 
regulations, and procedures governing the procurement, distribution, utilization, 
and disposal of personal property ; establishing standards of quality, sizes, types, 
and catalog identification, and so forth. 

Operations during 1957 are highlighted by increased emphasis on improving 
the cash returns from sales of surplus personal property by initiating on a pilot 
basis a program for specialized sales assistance to agencies at sites of surplus 
sales. 

This is, perhaps, one of the best parts of your program. This was 
urged in several hearings by congressional committees last spring, re- 
sulting i in a right to use proc eeds of sales within a specified limitation— 
it was $1,936, 000, wasn’t it? $1,935,600. And you are not going to use 
but $1,365,900 of that at best. 

Substantial progress is also programed for 1957 in the catalog identification 
of GSA supply items, motor-vehicles management, and supply schedules con- 
tracting, each of which is discussed in the activity sections which follow. 

Now, I have “good” written here, but how are you going to prove it? 
The estimate for 1958 requests $6,350,000, of which $1,960,000 is to be 
derived from proceeds of sales, so you "have a net request here of 
$4,390,000. It ngpeesents a total increase of $2,034,900 over last year. 
Approximately ‘ 25 — of the increase, or $512,000, is to finance 
new elements of cost, $296,000 of which is the contribution to the re- 
tirement fund, and $2 216 000 for reimbursement to the Department of 
Defense for processing and numbering catalog identifications. 

The remaining $1,522,900 is for the utilization of excess property, 
and assistance in the sale of surplus. I see full year assistance to the 
Air Force in the sale of surplus property, the initiation of a 4-year 
program to provide needed specifications and catalogs, and further 
improvement of supply practices and in civil agencies as more fully 
described in activities justified below. 

I say, “Good, but how much?” 

Measurable economies resulting from activities under this head amounted to 
$137.5 million in 1956, and are expected to be $170.7 million in 1957. Programs 
proposed for 1958 contemplate increasing economies up to $200 million, prin- 
cipally as a result of improved excess property utilization, and increased cash 
returns from sales of surplus. 

Now, what we can best judge is that increased cash return and 
that word “utilization” is a good word. If you can put your finger 
on that $200 million, that is going to be fine, but as well as I remember, 
the cash return goes up from 72 to about 7.9 percent, is that correct ? 

Mr. Bran. That is the way it has been prior to the sales-assistance 
program. 

Mr. THomas. Where is Mr. John Thomas now ? 

Mr. Bran. FCDA. 

Mr. Tuomas. How much money did he say he was going to save 
us? It was almost $1 million. We thought it was such a good deal we 
gave him $2 million. We felt if he could do that well w ith $1 million 
we would give him an extra million. He was going to increase those 
returns up to 14 percent, and, lo and behold he comes up with an in- 
crease from 7.2 to 7.9. Less than three-quarters of 1 percent. 
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As you point out, the big money to be saved is in the utilization, and 
by utilization you mean you take the property that has been declared 
surplus and you get other agencies to use it and by using it—that 
is where the word “utilization” comes in; of course, what you mean is 
to prevent the purchase of new property. 

Mr. Bran. That is right as to utilization. The 7:9 percent return 
figure sep to 1956. The pO ae res discussed at the last hearing 
are now being made and will be taken up at your conveneience. 

Mr. Tuomas. That is briefly your outline and I think it is a com- 
plete outline. 

UTILIZATION AND SALEs 


Put in pages 104 through 108. 
{The information is as follows :) 


Utilization and sales 


Average employment 














Amount Me 
| Department 
Dk dpncdsdedynseyeindsettepbebc eset iccomnint $1, 390, 300 32.0 
SRGRGIS brow ok sett dddcuedbodbseddocess cocecad +426, 500 +9.2 
Ei eniinismsivintuitntes aauaé semeunhaeenneaean 1, 786, 800 41.2 
HIGHLIGHT 


“Excess uSable personal property is reported to General Services Administra- 
tion for screening against needs of other agencies to achieve maximum utiliza- 
tion by transfers and obviate new purchases. The residue, together with sur- 
pluses not screened by General Services Administration, is either donated for 
educational, public health, or civilian defense purposes or released for public 
sale. Utilization transfers of $95 million in 1956 are expected to increase to 
$118 million in 1957 and $132 million in 1958. A new program of sales assistance 
developed with the Air Force should increase sales returns on $220 million of 
surplus in 1957; on $550 million surplus in 1958. Expense of these operations is 
provided from proceeds of sales of surplus personal property” (from the budget 
for 1958). 

Increased emphasis on utilization is expected to produce economies of $132 
million in 1958 as compared to $118 million in 1957. Full year operation of the 
sales assistance program in 1958 is conservatively estimated to result in addi- 
tional cash returns of $15 to $20 million. 


Summary of performance cost 


1956 1957 1958 
{ Dtilization (excess property actions) ..........-..--...--.. $626, 760 $774, 000 $883, 500 
Neen eee temennginap iin as 161, 501 526, 300 821, 000 
Total cost or estimate (1957 basis) ...............-..-.--- 788, 1 1, 300, 300 1, 704, 500 
al eat na aiinietescahomie all +-82, 300 


SI IEG. Conn a recubelWitakesecebinn sivicsenkedetdbeluisibedesssdgay pplidagéveiidacs 1, 786, 800 
i | 








JUSTIFICATION 


(a) Eacess property actions.—Excess property offering the greatest possibility 
of further use in the Government is reported by all executive agencies to 10 
GSA regional offices which arrange utilization transfers by personal contacts, 
circularization, and eareful reviews of proposed new procurements, The excess 
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is held by the agencies for a maximum of 90 days for GSA screening; however, 
the holding agencies are authorized to dispose of a large portion in less than 45 
days. During the screening period systematic nationwide circularization is often 
necessary where common-use items of high dollar value are available for 
utilization. 


























Workload 
[In dollars of acquirement cost] 
1956 1957 1958 
On hand beginning of year... _-..............---..--------.-..| $55,200,000 | $79,600,000 | $139, 600, 000 
Declared during year-.---.--- skacendcauseestaduaun< one 566, 000,000 | 700, 000, 000 700, 000, 000 
Se aaa oleate ot 
‘Total to be performed - - -_- --- sidan nares 621, 200, 000 779, 600, 000 839, 600, 000 





mites. | een “T 





Actions pe formed: 


Utilization transfers. - .-_- 94, 900,000 | 118, 000, 000 132, 000, 000 





Determined surplus- ---.---- 53 Sete cael a | 446,700,000 | 522,000,000 | 574,000, 000 
——————— | ————_____——_ 

Total actions performed > 541, 600, 000 640, 000, 000 706, 000, 000 
Utilization achieved as percentage of total actions performed. 17.5 18.4 18.7 











The most important objective of the utilization program is to minimize Goy- 
ernment expenditures for new property by using available excess. Utilization 
transfers are, therefore, the principal product and are used as the measure of 
performance in this estimate as follows 











1956 | 1957 1958 
Utilization transfers @i, 000 of acquirement cost) - -.......---- $94, 900 $118, 000 $132, 000 
Unit cost per $1,000. ___..__-- —— sdebepeuteecdienne 60 6. 60 6.70 
a a RSS [TS 
Performance cost (excluding retirement). -......---- : 626, 760 | 774, 000 883, 500 








As compared to increased performance costs of $109,500 over 1957, the 1958 
program is expected to increase utilization transfers by $14 million. 

The slightly higher unit cost programed for 1958 reflects intensified Nationwide 
screening of important categories of excess as well as more direct personal con- 
tacts at the regional level to promote better utilization, at the same time checking 
on the use being made of property already transferred. 
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Excess property actions also include (1) development and administration of 
governmentwide utilization regulations, including use and replacement standards 
for better utilization of commonly used equipment ; (2) review for possible utiliza- 
tion of nonreportable property requests submitted by DHEW for donation appro- 
val; and (3) locating and controlling stocks of excess and surplus as first source 
of supply in major disasters until normal procurement channels are able to begin 
shipments to stricken areas. 

(b) Sales assistance-—Governmentwide regulations and procedures are de- 
veloped and administered governing methods of sales and other disposals. Spe- 
cialized assistance is provided by GSA regional specialists to other agencies at 
selling sites to improve the identification, lotting, describing, advertising, and 
marketing of property. Where necessary, experts in marketing special equipment 
such as aircraft, electronics, etc., are provided. 

The low return on sales of surplus property was emphasized in reports of the 
Hoover Commission and has been the subject of numerous hearings before con- 
gressional committees. The magnitude of the overall sales volume and com- 
parative data on proceeds follow : 


Surplus personal property sales in continental United States, Territories, and 
POSSESSIONS 


{Dollars in millions] 


| Sales pro- 
| Acquisition Sales | ceeds as 
Fiseal year cost | proceeds! | percentage 
| of acquired 
cost 

1953... $581. 2 $44. 4 | 7.6 
1954... ____ nd 1, 240. 4 93.5 | 7.5 
1955... 1, 489. 0 117.6 7.8 
1956... Pees 1, 326. 1 104, 7 7.9 


1 Excludes scrap. 

It has long been GSA’s position that improvements in sales techniques through 
the use of commercially experienced merchandisers would increase the proceeds 
from sales. This approach was recommended by the Hoover Commission and 
facilitated by the Congress by including an appropriation for that purpose for 
GSA in the 1957 Appropriation Act. 

A GSA-DOD agreement provided a basis for promptly initiating the program. 
Under this agreement and a subsequent directive issued to installations by Air 
Force Headquarters, GSA regional specialists began early in fiscal year 1957 to 
provide assistance at Robins Air Force Base, Macon, Ga., and 17 additional 
bases within the Warner-Robins air materiel area; at Kelly Air Force Base, 
San Antonio, Tex., and 26 additional bases within the San Antonio air materiel 
area; and at Olmstead Air Force Base, Middletown, Pa., and 17 additional bases 
within the Middletown air materiel area. Similar arrangements were recently 
concluded with one other air materiel area involving 31 additional bases and 
are planned for the 4 remaining areas in continental United States and Alaska 
which will involve an additional 39 bases. In all, assistance to some 130 Air 
Force selling activities is being programed on a progressive basis with full 
activation planned for 1958. 

Other aspects of sales assistance to Air Force included assignment in Septem- 
ber 1956 of electronic specialists to Headquarters, Air Materiel Command, Day- 
ton, Ohio, for service there and at numerous Air Force bases; this was followed 
by aircraft parts specialists. Special selling projects were also set up; for 
example, the sale of an inventory of small tools valued at approximately $4 
million at one depot began in September 1956. Programing assistance was pro- 
vided by a GSA tool specialist. 

For 1956, performance applies only to limited sales supervision and central 
direction. In 1957 and 1958, performance is related to sales of Air Foree surplus 
to which direct GSA sales assistance will be rendered. 
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1956 1957 1958 
Sales ($1,000 of acquired cost)....-..............-.--.. . v2 $220, 000 $550, 000 
Unit cost (per $1,000)_....-....-..-.----.----+----+---+- -| ‘ 2.39 1.49 








Performance cost (excluding retirement). ..........-.. $161, 501 | 526, 300 821, 000 
| 


The program also includes continuing work with Office of Secretary of De- 
fense to increase overall return on certain categories such as automotive parts, 
construction equipment, and hardware; frequent industry advisory meetings; 
interagency staff work for special projects; sale by regional offices of surplus 
property of GSA and certain civilian agencies such as Coast Guard; studies of 
agencies’ sales operations; review of requests from FCDA and DHEW for 
donation of surplus; and the sale of surplus vehicles of Federal agencies. 

Administrative decision to limit active program to Air Force installations 
while firm techniques and experience data were developed is considered sound. 
From this knowledge, a broad program is being developed for application to 
other departments of DOD and the civilian agencies generally. When this is 
accomplished coverage can be increased from the $550 million indicated for 
1958 to the potential of about $2 billion per year. Meanwhile, improvements 
indicated from the Air Force sales alone are expected to produce $15 to $20 mil- 
lion in additional revenues in 1958. 


Special financing for this activity 


The Independent Offices Appropriation Act, 1957, provided that “not to exceed 
$1,935,600” of the proceeds of sales may be credited to the appropriation and 
used for carrying out functions of GSA with respect to the utilization and dis- 
posal of excess and surplus personal property. As the result of GSA’s decision 
to limit activities to the Air Force program in 1957, it is estimated that only 
$1,365,900 will be needed, $1,300,300 for utilization and disposal activities and 
$65,600 for administrative operations. Unless requests for assistance clearly 
justify a more rapid phasing than currently anticipated, use of the remaining 
$569,700 will not be necessary. Meanwhile, this balance will be retained as 
a reserve for contingencies. 

It is proposed that the same method of financing be followed for 1958, as 
shown in the appropriation language for “Operating expenses, FSS.” The 
amount shown in the language, $1,960,000, consists of $1,786,800 for FSS opera- 
tions and $173,200 for administrative operations support, including $82,300 and 
$9,200 contributions to retirement fund, respectively. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


Personal services and staffing, $1,316,300.—A total of 50 additional positions 
is requested in 1958 over 1957, including 29 to increase emphasis on utilization 
and 21 to implement the expanded sales assistance program. Recruitment of 
additional staff will be carefully planned in order to obtain qualified personnel 
for budgeted positions. Distribution of positions and average employment 
follows: 











1956 1957 1958 
Average Average Average 
Positions} employ- | Positions}; employ- | Positions} employ- 
ment ment ment 
(a) Excess property actions 117 102. 5 129 128.0 158 139. 6 
(6) Sales assistance..............~-- 26 19.0 72 57.2 93 78.0 
|---|] -——— -, —-——--|— oitiestigeteeeldiits 


Ni ikdicshitcincndoes DP caaetaaoues 143 | 121.5 201 | 185. 2 251 217.6 





Other objects, $470,500—Includes : 

(1) $198,300 for travel at $23 per travel day for (@) 1,650 days for direct 
agency contacts to improve utilization, inspection completed transfers, check 
condition, and attendance at interagency meetings; (0) 6,300 days for field per- 
sonnel to travel from one installation to another to plan and prepare spot, auction, 
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and sealed bid sales, as well as travel to distributors, wholesalers, and large 


retailers on fixed price offerings; (c) 670 days for inspection and coordination 
of regional operations and for travel of technical specialists throughout the 


country on an as-needed basis. 

(2) $35,700 for communication services, including $15,000 for penalty mail. 

(3) 837,400 for printing and reproduction, including circulars listing excess 
property, supplemental promotional literature for Air Force and other surplus 
sales, sales handbook, regulations, procedures, and “buyer bank,” upset prices 
and high bid information disseminated to all regional offices. 

(4) $92,000 for rental of motor pool vehicles, necessary commercial advertis- 
ing directly connected with surplus sales, not obtainable on a no-cost basis, and 
contractual assistance. 

(5) $82,300 for contribution to retirement fund. 

(6) $24,800 for supplies used in circularization of excess, sales promotion, 


and other normal office expenses. 
Mr, Tuomas, You spent in 1957, $1.3 million and that jumps up to 
$1,786,800 in 1958. 


BENEFITS OF UTILIZATION PROGRAM 


Mr. Jonas. What are the principal items you work with in this utili- 
zation program? We haven’t seen too much evidence of any reduc- 
tion in requests for purchase of personal property on the part of the 
agencies that come before us. This program looks good, but what are 
the principal items you have been dealing with ? 

Mr. Bran. They are usually common-use items. Drygoods, hard- 
ware, office equipment, and types of that kind. There is also a little 
heavy equipment. 

Mr. Jonas. Do I understand in this utilization program you have 
induced other Government agencies, instead of buying new equip- 
ment and new items, to use some that are surplus? 

Mr. Bean. That is correct, sir. 

Mr. Jonas. Do you have any table showing some breakdown of this 
$95 million—which agencies used it? I don’t know that the chairman 
would want a table, but I would just like to know a little bit more 
than just the amount of dollar volume. Who is taking this property ? 

Mr. Turrte. In fiscal year 1956 there were 32,000 separate trans- 
fers—utilization transfers—arranged by GSA from one Federal 
agency to another. They ranged from the very small to the very 
large. The sizable portion of this flow, Mr. Congressman, is from 
Department of Defense excess for which we find further uses among 
various civilian agencies, 

The flow to some extent is also the other way. The Department of 
Defense utilizes some of the excess that we make available to it from 
civilian agencies. I have a table for 1956 which shows some sig- 
nificant transfers of excess by executive agency, and I would be happy 
to furnish that. 

Mr. Jonas. I was just trying to offer you an opportunity to put on 
the record some information which we could use to answer the ar- 
ticles we read in various magazines from time to time that one arm 
of the Defense Department is buying millions of dollars worth of 
one kind of property, while other branches are disposing of millions 
of dollars worth of similar property. I think it is a wonderful pro- 
gram if you really are accurate in your figures. I don’t question 
them. 

Mr. Turrir. Under the law, each agency must use what property 
it has to the fullest before it makes it excess. 








| | 


| 
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The Department of Defense, therefore, has its own screening pro- 
gram so that the Army has an opportunity of seeing what the Navy 
and the Air Force no longer need, and, likewise, the other two serv- 
ices screen their sister services’ property. 

That program is not a part of the GSA operation and is not under 
consideration here, but GSA does become involved when the De- 
partment of Defense as a whole reports os us that this property is 
excess to the Department of Defense and is available for transfer to 
some other part of thhe Government. 

Mr. Jonas. Would you be able to prepare without any trouble— 
and I don’t mean an itemized list of $95 million worth of property— 
but just some samples, taken at random in the form of a table that 
you might submit, and maybe the chairman would like to include it 
in this record. I would just like for the record to show a little bit 
more in detail what you have done in this field. 

Mr. Turttez. Yes, sir. We also have some specific examples and 
will supply both for the record. 

Mr. Tuomas. He has a lot of figures in some of these tables, Mr. 
Jonas, but he doesn’t bring out your point. You want something you 
can put your hands on. He has some pretty good tables over here, but 
he doesn’t mention the items in it too well. The supplemental material 
may be inserted at this point. 

(The material referred to is as follows:) 


TRANSFERS OF Excess MApDE BY GSA IN FiscaL Year 1956 


The amount of $94.9 million identified as utilization transfers on pages 104 
and 105 of the budget estimate is the actual total at acquisition cost of all 
excess personal property transferred by the 10 GSA regional offices and the 
Central Office to various Federal agencies during 1956. 

The following tabulation lists individual transfers of property for which the 
acquisition cost was $50,000 or more per case. This information was furnished 
on a quarterly basis to the Bureau of the Budget for use in connection with estab- 
lishment of such apportionment reserves as it considered necessary. 


Excess property transactions of significant volume ($50,000 or more at acquisition 
cost)—Fiscal year 1956—excess transferred 











He 
A . Acquisi- de 
To— From— | ee l'ype of property 
paste | 
Department of Agriculture......| Air Force . .--| $57,838 | Aircraft. 

| Navy...-. ken nseanel 96,123 | Tractors. 

1.25 sods Waste de | 84, 789 | Tractor accessories, 

| Air Force beeen 100,000 | Aircraft. 

| Navy- ---- | 83, 401 Do. 

| Army..-.-- : piel 157,248 | Construction equipment. 
S Sete’ eet 82,021 | Tractors. 

nancy 4) sce lite __-| 1,050, 697 Do. 

| so eaaeie haan noose] 131,040 | Construction equipment. 
nce acs . = 88,000 | Motor vehicles. 

a es joss Ue | 53,841 | Tractors. 

|. Ges con a2 : 72,800 | Powerplants and searchlite. 
Air Foree... cies 116,000 | Aircraft. 

| Army- 57,980 | Tractors. 

| Public housing. | 120,703 | House trailers. 

|} Army-.-. ---| 65,000 | Boats. 

| Atomie Energy 58, 804 | Construction equipment. 

U, 8. Atomie Energy Commis- | Air Force... ._-- 250,000 | Radar system. 
sion. | 
| Defense, Navy ; 66,375 | Instruments and laboratory 


equipment. 


| 
| 
| 
| 
| 
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Excess property transactions of significant volume ($50,000 or more at acquisition 
cost)—Fiscal year 1956—excess transferred—Continued 
































Acquisi- ° 
To— From— tom ioe Type of property 
| 
Department of Commerce. -- _-- Cudee antes. cit sod $72,771 | Engines, marine. 
. Ob. .di. Se 64, 846 Do. 
Signal CORO 2455 dksaitico’ 73, 349 | Electronic equipment. 
Bn OR vic tuttamnigwenranahtl 65, 034 | Do. 
Atomic Energy _______....-- 2, 388, 649 Cryogenic Laboratory. 
Air Force and Navy ---.. 68,257 | Electronic equipment and 
components. 
94,079 | Do. 
111, 265 | Do. 
69, 319 Do. 
Pde DOCG icine once Save bec 2, 145, 094 Do. 
Og iit sstata Bice tee st 91,617 | Diesel engines and parts. 
Federal Civil Defense Adminis- | Defense_............._._-_- 52,053 | Bed comforters, water purifl- 
tration. | cation plants. 
Coe Services Administra- | Veterans’ Administration _- 154, 541 | IBM cards. 
tion. 
Aimy 223 E ce 60,000 | Miscellaneous equipment. 
weteneei 251 1.1,65.3. isi 530, 000 | Excess property s.-.. stock- 
| _ pile material. 
De ment of Health, Educa- | Navy.-......-.-.......-.-.- 65,268 | Medical equipment and sup 
tion and Welfare. | _ plies. 
Department of Interior.........|...-. Oes255) wiki ol we 65, 000 Aircraft and components. 
SN NE TOA calcd cathe IN dnd osneentn apie iabiieactabiei shies Svht/s Buted deadening 
Bureau of Land Manage- |...-. MO cs acitgnnn ann aaiauncn 65, 000 | Do. 
ment. | 
Office of Territories. ........ Ain Pitee sis sccss od dkises 84,800 | Fuel, labor, and oils, 
OIE tl. carne dicteiiiintitaneie 52, 57! Lumber. 
Atomic Energy 69, 363 | Construction equipment. 
National Park Service. ..--- Interior, Bureau of Recla- 63, 919 | Prefabricated structures. 
mation 
Office of Territories. .......- DUIAG nn ciisietitariipilaattities lias 250, 280 | Motor vehicles. 
cal ee err 92, 400 | Do. 
Ben A WD .46 idk ntids ce bhceasdduns 154, 000 Do. 
DMPA, GSA contract_..._-. 56, 851 | Miscellaneous equipment. 
I tt ie ek 57, 424 | Construction and building 
| material. 
dike GB ...ciecndtcnccveniews 56,700 | Boats. 
Naw. ita e i asin ci 64,082 | Construction and building 
| _ material, 
SF ie otek hk eee 109, 200 | Construction equipment. 
Housing and Home Finance. 59,400 | Motor vehicles. 
Atomic Energy............- 58, 600 Construction equipment. 
International Cooperation Ad- | Interior..................... 251, 500 | Miscellaneous equipment. 
ministration. OE CU Seen ae | 108, 822 | Canvas mail pouches. 
OT Ss Avec abd liccsccce 272,000 | Railway equipment. 
NGO icihadictvlndincenicd< 82, 299 | Shoes. 
252, 000 Cc lothing and shoes. 
500, 000 | Navy jackets. 
839, 234 Construction equipment. 
368,613 | Tractors and construction 
| _ equipment. 
ssc Oi Sect ditnliin leds 107, 157 | Miscellaneous. 
Boca pS eee 58, 937 | Components. 
VOCs wenitanaceaeccdaniten 123, 299 1c lothing. 
Die Babes ties 1, 018, 818 Ghy = and sleeping bags. 
Bhi a Gl. dkictiecteliodie 715, 850 
SNOUT ssc edeicindnc Sucesdkn de. 145, 480 Mises Ii neous, ineluding con- 
| struction equipment and 
| M.H.E. 
RPGS ciclo sland 50, 594 | Miscellaneous. 
| TCI Ln ws nine edecnnaunetwa 1, 091, 000 | Locomotives. 
Atomic Energy-.......-.--- 88,100 | Miscellaneous. 
TUNE ete ite anes 87, 360 | Construction equipment. 
Department of Justice........-.) AD Fee... ee 96, 000 | Aircraft engines. 
mantel OS . ckebalscdpdalduitowhses 112, 000 | Aircraft components. 
aiid Ce ail eancgscatidl 382,000 | Aircraft and components. 
IONE .cSonsecteccusheusenbin | 200, 000 | Aircraft engines. 
Mile Wome 6c6cssiok Saticuns. 96, 000 | Aircraft. 
National Advisory Committee |__.-. OK.:eenctsians cate 62,000 | Refrigerators and pumps. 
for Aeronautics. | 
Post Office Department_.......- VOR eshte cttiencneiee 105, 660 | Furniture. 
fe RE A a a” 547,881 | Tires and tubes. 
.do 79, 314 Do. 
| Bureau of Public Debt. 90, 822 | Furniture. 
Di Sera eer 70, 200 | Do. 
Railroad Retirement Board. Treasury... 59, 756 | Office machines, 
11,894 | Furniture, 
Department of Defense.._......| Atomie Energy Commission. 50, 731 | Metal-working machinery. 
| | 98,702 | Electric welders. 
Hid wid 
ORD ciak xtecd ds hued 





18, 482, 514 
| 
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EXAMPLES OF UTILIZATION 


1. The Department of Commerce Synopsis of Proposed Procurement indicated 
that a contractor completing a project of an Air Force base in Florida intended 
purchasing a quantity of 23 25- to 30-kilowatt diesel generators. The avail- 
ability of 23 units in excess was made known to the contracting company which 
checked the specifications and accepted them, This transaction not only made 
new procurement unnecessary, but resulted in the transfer of 21 additional 
generators. The immediate availability of these units enabled the Air Force 
contractor to speed up a guided missile testing program at the same time, saving 
the Government over $219,252 in new procurement through the use of excess. 

2. Hurricane Betsy turned Puerto Rico into a disaster area requiring large 
quantities of materials for relief of the victims. Excess sources immediately 
provided 358 prefabricated homes, 4 million board-feet of lumber, and 79,000 
pounds of nails for shipment to the stricken area. Total acquisition cost of these 
items was $2,052,771. 

3. Assistance was furnished the Marine Corps in Philadelphia, Pa., in vacating 
a warehouse in that city by expediting the transfer of $127,400 worth of lumber 
to the Department of Justice, Department of Health, Education, and Welfare, 
and the General Services and Federal Civil Defense Administrations. 

4. The Department of Defense was able to cancel the proposed procurement 
of a large quantity of mattress covers by GSA, locating 337,045 excess covers. 
This transaction resulted in a saving to the Government of over $875,000. 

5. A total of 87 unused bomb service trucks were transferred to the Interna- 
tional Cooperation Administration for use, after conversion, in roadbuilding and 
soil conservation programs in several overseas missions. New equipment pro- 
cured in today’s market would have cost over $300,000. 

6. Requests from ICA for assistance in supplying clothing and other items 
for Hungarian refugees resulted in the transfer of over $995,000 worth of excess 
shoes, shirts, and coats for direct relief purposes. 

7. The Geodetic Survey in southeast Alaska was able to provide living quarters 
for a number of its employees making a survey in that area, by utilizing an 
excess barge made available for that purpose by one of the GSA regions. The 
acquisition cost of the barge was $85,000. 

8. An urgent requirement of a regional internal revenue office for 79,000 sets 
of tabulating machine paper was filled from available excess in a GSA regional 
office. An additional 30,000 sets of this paper were transferred to GSA for use 
in a regional operation. The acquisition cost of this paper was $38,150. 

9. Excess steel rope valued at more than $65,000 was transferred from excess 
for use by the Soil Conservation Service, Bureau of Reclamation, and Geodetic 
Survey. The availability of this rope in GSA regions close to the areas where 
it was required reduced transportation costs appreciably. 


BUDGET ESTIMATE FOR 1958 


Mr. Tuomas (reading) : 


Utilization transfers of $95 million in 1956 are expected to increase to $118 
million in 1957 and $132 million in 1958. A new program of sales assistance de- 
veloped with the Air Force should increase sales returns on $220 million of 
surplus in 1957; on $550 million of surplus in 1958. Expense of these operations 
is provided from proceeds of sales of surplus personal property. 

Summary or performance. Utilization and sales. This is your 
cost, $1,786,800, against $1.3 million last year. 

Where is the personnel? The number of people you have is 217, is 
that correct, against 185 last year? 

Mr. Bean. That is right, for both utilization and sales assistance. 


EXCESS PROPERTY UTILIZATION 


Mr. Tuomas. Here is a table on, “excess property action.” Work- 
load, 1956, on hand at the beginning of 1956, $55,200,000. 

That is your personal property on hand now? 

Mr. Bran. No, sir; that was at the beginning of 1956. 


; 
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Mr. Tuomas. At the start of 1957, $79,600,000. It jumps to $139,- 
600,000 at the start of 1958. You say: 


Utilization achieved as percentage of total action performed— 


is 17.5 percent in 1956, 18.7 percent in 1958 and so forth. What does 
that mean ¢ 

Mr. Turriz. That is the ratio, Mr. Thomas, of the dollar value of 
the excess property for which we find further utilization to the total 
screened. 

Mr. Tuomas. That is based upon acquisition cost, too? 

Mr. Tortie. That is right, as compared to the dollar value of the 
excess property that we screen. In other words, it is the yield versus 
the gross amount that we screen. 

Mr. Tuomas. You intend to get about 18.7 percent of the value, 
acquisition cost, next year? 

Mr. Tutte. Yes, sir. 

Mr. Tuomas. Last year you got 18.4 percent. In other words, you 
will have about three-quarters of a billion dollars worth of propert 
next year, and you will get about 19 percent reuse of it; is that mght? 

Mr. Tutttez. That is right, sir. 

Mr. Toomas. What part of that is cash? 

Mr. Turtiz. A small! portion, Mr. Thomas, is cash. In certain cases 
we require agencies to pay for excess that they obtain. 

Mr. Tuomas. Does that include what you sell to the public? 

Mr. Tvrrte. No; the utilization transfers figure on page 104—— 

Mr. Tomas. That goes within the agency. There is no money 
involved if you just deal with utilization. 

Mr. Tutrir. There is a payment often made from one Government 
agency to another for these transfers. 


SAVINGS THROUGH UTILIZATION OF AVAILABLE EXCESS 


Mr. Tuomas. I read this language: 


The most important objective of the utilization program is to minimize Govern- 
ment expenditures for new property by using available excess. 

Mr. Jonas raised the question as to where the savings are reflected in 
the other objects in the tables presented by the various governmental 
agencies. ‘They go up and up and up every year. It appears some 
savings should be indicated somewhere. 


Utilization transfers are, therefore, the principal product and are used as the 
measure of performance in this estimate as follows: 


ACQUISITION COSTS 


Utilization transfers per $1,000 of acquisition cost. In 1956 you had 
$94,900,000; in 1957, $118 million flat. It jumps to $132 million this 
year. 

Unit cost per $1,000, $6.60, $6.60, and $6.70 in tose sameyears. 


As compared to increased performance costs of $109,500 over 1957, the 1958 
program is expected to increase the utilization transfers by $14 million. 


_ The slightly higher unit cost comes about by more intensified screen- 


ing, and so forth. Is that correct? 
Mr. Turt.e. Yes, sir. 
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Mr. Tomas. I have here costs, $626,760, on transfer of $94,900,000 
worth of property to other Government agencies in 1956. Are my 
figures correct ? 

Mr. Bean. That is correct, sir. 

Mr. Tuomas. I further estimate it is seven-tenths of 1 percent as the 
cost; is that correct ? 

Mr. Bean. That is correct. 

Mr. Tuomas. That is a pretty good figure. Where did I get those 
figures ? 

Mr. Meptey. That is the 1956 column, Mr. Chairman. 

Mr. Tuomas. J had to do my own figuring, though. You didn’t do 
it for me. 

SALES ASSISTANCE PROGRAM 


Sales assistance. (Reading:) 


Governmentwide regulations and procedures are developed and administered 
governing methods of sales and other disposals. Specialized assistance is pro- 
vided by GSA regional specialists to other agencies at selling sites to improve 
the identification, lotting, describing, advertising, and marketing of property. 
Where necessary, experts in marketing special equipment such as aircraft, 
electronics, etc., are provided. 

The low return on sales of surplus property was emphasized in reports of the 
Hoover Commission and has been the subject of numerous hearings before 
congressional committees. 

We were told last year they were going to jump that up from 7 to 
14 percent. They jumped it up to 7.9 percent or almost 8. 

Mr. Tutrie. That was for 1956, before the sales-assistance program 
was initiated. It is beginning to improve already. We have a first 
quarter 1957 figure of 8.7 percent, governmentwide, with the new pro- 
gram just getting underway. 


USE OF COMMERCIALLY EXPERIENCED MERCHANDISERS 


Mr. Tuomas (reading) : 


It has long been GSA’s position that improvements in sales techniques through 
the use of commercially experienced merchandisers would increase the proceeds 
from sales. 

How much are you spending for these private merchandisers, where 
is that money accounted for, and where does it come from that you pay 
them with? Do you take that out of that $1,935,600 ? 

Mr. Bran. Yes, sir. 

Mr. Tuomas. How much did it amount to last year? How much 
do you intend to spend on it this year? You are going to return about 
$560,000 of that $1.9 million we gave you? 

Mr. Bean. That is correct. There will be $526,300 spent on sales 
assistance and $839,600 on utilization and administration, or $1,365,900 
in all. 

Mr. Tuomas. Where is that figure set out here? 

Mr. Meptey. There is some detail on page 107. 

Mr. Tuomas. You are going to jump sales assistance to $821,000 this 
year ? 

Mr. Bran. Yes, sir. 

Mr. Tuomas. What is the basis upon which you employ these peo- 
ple, what do you pay them and how do you get them? By the hour, 
percentagewise, or what ? 
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Mr. Brean. These people are on the payrolls of the regions for the 
most part, excepting for some specialists we have in the central office. 

Mr. Tuomas. How can you afford to keep a man on the payroll for 
doing odd jobs? Do you pay him on a fee basis, per diem basis, or as 
a consultant ? 

Mr. Bran. No; they are GS-11 and GS-12 jobs and along in there, 
and are kept busy. At Warner-Robins Air Base, where we have 
had the greatest experience so far, we will have 8 or 9 people year 
round to take care of disposal. 

Mr. Tuomas. You set this out at the bottom of page 106. In all, 
assistance to some 130 Air Force selling programs. How many 
specialists do you have? 

Mr. Bean. Fifty-four people for 1958. 

Mr. Tuomas. They will cost you $821,000? 

Mr. Brean. There will be more expenses than that. We have auc- 
tioneers and printing and clerical people, and things of that kind 
in this, too. 


DONATED PROPERTY FOR HEALTH AND EDUCATIONAL PURPOSES 


Mr. Jonas. Is the fact that HEW takes its choice of this property 
before it gets to the sales stage have anything to do with the return ? 

Mr. Bray. It naturally would because after all they get a first 
crack at the better stuff. 

Mr. Jonas. Isn’t the money for donable property increasing all the 
time? 

Mr. Bean. Yes. 

Mr. Jonas. How will it compare with these sales? The donations? 

Mr. Turrie. For 1956 there was $193 million donated at acquisi- 
tion cost. 

Mr. Jonas. Through HEW ? 

Mr. Tortie. That is right, for health and educational purposes. 

Our estimate is that it will reach roughly $250 million at asquisi- 
tion cost this current fiscal year, particularly with the advent of civil 
defense as eligible under the donation program. 


USE OF MERCHANDISING SPECIALISTS 


Mr. Tuomas. Mr. Bean, do you think that these specialists are worth 
the money ? 

Mr. Bean. Yes, sir; I do. 

Mr. Tromas. If anybody knows, you ought to know. Mr. Bean 
has been with Montgomery Ward for 35 or 40 years as one of the 
top executives, so if he doesn’t know all about this business, I don’t 
know who does. 


EXPERIENCE IN SALES AND RETURNS TO DATE 


Mr. Bean. We started with the Air Force in Warner-Robins in 
October and, as you will notice there on the map, we have now gone 
to practically every station in the United States and Alaska excepting 
one. In that one place they have an agreement at Clearfield, Utah, 
with the Navy to handle their disposal. 
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Since October we have made 109 Air Force bases and we now look 
ahead to about 380 sales which will take place in a very short time, 
involving property with an acquisition cost of about $120 million. 

Actual sales started about 6 weeks ago. We have now had 28 with 
Air Force and other agencies, and in these first 28 sales there has been 
a return of 22.5 percent. That is for a small amount of property. 
T mean it is just a start, and I wouldn’t expect to keep that up forever 
because that is a tremendous return in view of the 7.9 we looked at a 
minute ago. 

Mr. Tomas. You save the taxpayers in the neighborhood of twenty 
or twenty-five million dollars, too. 

Mr. Bran. It didn’t amount to that on these few sales because we 
didn’t have much to sell. But the 380 sales in the immediate future, 
which will involve $120 million are another story. If we could come 
up to 15 percent, it would produce a tremendous increase in returns. 

Mr. Tuomas. That is on the $120 million ? 

Mr. Bean. Yes. 

Mr. Jonas. How do you advertise? 

Mr. Bran. We are advertising in newspapers, are sending broad- 
sides through the mail, and even some on radio and some television. 
Our objective is to reach a great number of people rather than just 
the used materials dealers iar the junk dealers. 

Mr. Jonas. How much time do you give for inspection ? 

Mr. Bean. It depends on the merchandise and it runs from 10 days 
to 2 weeks as a usual thing. We make a complete listing and catalog. 
Mr. Jonas. Is this available upon request by interested people? 

Mr. Bean. Yes. 

Mr. Jonas. Are most of your sales to dealers or do you know that? 

Mr. Bran. In getting this 22.5 percent it was mostly not to dealers. 

Mr. Jonas. If you can get wide participation on the part of the 
public you can get more money ? 

Mr. Bean. That is right, sir. 

Mr. Tuomas. Aren’t you trying to set it up on that basis? 

Mr. Bran. Yes, sir. 

Mr. Tuomas. You are going right to the area where the merchandise 
is. In other words, a man in your section can look to his installation. 

Mr. Bran. At one sale last week in Warner-Robins where we com- 
remy flooded the territory with circulars by mail to all the rural 

oxes and advertised in the newspapers, there was a return of 20.5 
percent. 

Mr. Jonas. Are you running into any resistance on the part of local 
merchants ¢ 

Mr. Bran. No, sir; nothing at all. 

Mr. Jonas. If so, it hasn’t come to your attention ? 

Mr. Bran. No; it hasn’t come to our attention. And these are not 
retail sales, after all: It is a different class of merchandise. It 
reaches people who want to use it for some purpose. 

Mr. Tuomas. If you take that $120 million and get $16 or $18 mil- 
lion return, that is pretty good. 

Are you going to do that on administrative expense of $1,960,000 or 
are you going to up the ante? 

Mr. Bean. No, sir; that is the price tag. 
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ADMINISTRATION OPERATIONS REPORT 


Mr. Tuomas. You are not going to use but $1,365,900 in 1957, $1,- 
300,300 for utilization and disposal activities, and $65,600 for admin- 
istrative operations. I notice there is a jump to $173,200 for adminis- 
trative operations support. Of what does the administrative opera- 
tions consist? 

Mr. Meptey. That is a few payroll and personnel clerks to service 
the people actually on the payroll and since the increase last year, we 
have housekeeping and 

Mr. Tuomas. You shouldn’t need $173,000 worth of housekeeping 
for only $1.9 million, should you, Mr. Medley ? 

Mr. Meptey. We have figured it out pretty carefully, Mr. Chair- 
man, and we think we do; yes, sir. 

Mr. Tromas. Let’s look’at his distribution by objects, rather than 
going back to the big table. 

You have for excess property actions and so forth, 117 employees, 
sales, 26, total, 143 positions and 121 average employment for 1956; 
185 for 1957, 217 for 1958. 

There is $198,300 for travel. Travel is the biggest item. What 
did you spend last year for travel ? 

Mr. Turrie. $67,200. 

Mr. Tuomas. That is quite a jump. Your personnel doesn’t jump 
in proportion to your travel costs. 

Mr. Turtir. Mr. Thomas, travel goes to the heart of this sales- 
assistance program. ‘These sales specialists will do little good sitting 
in their home offices. Each one is responsible for a number of bases 
and keeping them moving is much more economical than having to 
hire a great many more men to stay in 1 or 2 places. 

Mr. Tuomas. $92,000 for rental of motor-pool vehicles, necessary 
commercial advertising—how do you break that down? That is all 
a part of your overall cost of $6,350,000, minus your $1,960,000, or 
do you charge all of this to your $1,960,000 ? 

Mr. Mepiry. Yes, sir; to the $1,960,000. 





Suprpty STANDARDS 


Mr. Tuomas. Let’s take a look at supply standards. 
Include pages 110 through 115 in the record, please, sir. 


Supply standards 





Average employment 











Amount oe 
| Department Field Total 
eee ee ee $826, 700 | 127.6 127.6 
i ee, Se +1, 128, 900 | +138. 2 | +138. 2 
1968... | 1,985, 600 265.8 ial 265.8 
| 





HIGHLIGHT 


Standards of quality and other characteristics of common-use commodities are 
established by specifications, qualified products lists, and item identifications for 
mandatory use by Government agencies. Increase requested for 1958 will provide 

88278—57—pt. 2——_12 
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for (a) development of 860 specifications, as compared with 650 in 1957 and 595 
in 1956, which requires a substantial increase in developmental testing of tech- 
nologically changed or new products; (b) completing the first year production 
of a 4-year program to identify all civilian agency items in the Federal catalog 
system; and (c) reimbursement to the Department of Defense for screening and 
numbering services on civilian agency items” (from the budget for 1958). 

The increased production of specifications and item identifications is part of 
a plan phased to reach required goals by the end of 1961. 


Summary .of performance costs 











| | 
1956 1957 | 1958 
Cay a SONOS, ook ow ee doin lk so cok scene $310, 457 $317, 500 $412, 800 
(b) Federal standards...............-.- sn db dika chow aeeesd td 49, 000 53, 200 53, 200 
(c) Developmental testing______ 3 tit dche “ 27, 000 27, 900 93, 000 
(d) Item identification (Federal catalog system) - --._-_- - 217, 336 428, 100 1, 093, 600 
(e) Reimbursement for central cataloging services... ‘. y 216, 000 
Total cost or estimate (1957 basis) -_..._.__---- hates 603, 793 | 826, 700 1, 868, 600 
Contribution to retirement fund _- : | ; +87, 000 


Estimate 1958.__..._...-- ae a ei NE, a 1, 955, 600 


JUSTIFICATION 


(a) Federal specifications—The work unit Federal specifications consists of 
1 new specification, 1 major revision, or 5 amendments. The workload includes 
two types of specifications, Federal specifications and interim Federal specifica- 
tions. The former are fully coordinated with Federal agencies, suppliers, and 
industry groups and are promulgated for mandatory use by all Federal agencies. 
Interim Federal specifications are designed to meet immediate procurement prob- 
lems. They have limited coordination and are for voluntary use of Federal 
agencies pending the time when use and experience indicate they are suitable 
for governmentwide use. They are then fully coordinated and converted to 
mandatory Federal specifications. 








1956 1957 1958 
—_— — LL | | —T — 
New specifications... ....--- es 274 | 315 | 430 
Major revisions and amendments (5) ___- | 321 | 335 430 
———————— ee —|} ee - 
Total Federal specification actions - -- 595 650 | 860 
Unit cost... is $522 | $438 | $480 
Performance cost (1957 basis) - ..-- $310, 457 $317, 500 | $412, 800 
Contribution to retirement fund - _-- | . | +23, 900 
A elihanecaedalerteipes Beebo dati lidaa ll sata dlat 
| 436, 700 
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The governmentwide supply system requires an estimated 6,000 current and 
up-to-date specifications in order that GSA’s objectives of sound supply manage- 
ment are realized. By the end of 1957 there will be 3,960 specifications avail- 
able leaving 2,040 to be developed. The average production over the last 7 years 
has been 251 new specifications per year. This rate of production must be 
accelerated to provide the specifications required for the expanding procure- 
ment programs of GSA and Federal agencies consistent with the objective of 
providing serviceable products at lowest competitive cost. This budget provides 
for the first year of a 4-year program to accelerate production to a 4-year 
average of 510 new specifications per year on a progressive basis. This rate 
is considered adequate in terms of effective application of specifications to the 
supply process. Complete coverage will be provided for by the end of 1961. 
About 50 percent of the total effort is directed toward reviewing existing speci- 
fications to keep them up to date through revisions and amendments reflecting 
the latest technological and production practices. 

(bo) Federal standards.—Federal standards establish (1) limitations on the 
number, types, and sizes of items of supply for use by Federal agencies; (2) 
uniform test methods; and (3) engineering practices. They are extensively co- 
ordinated with Federal agencies, suppliers, technical and trade associations and 
societies. Like Federal specifications, they represent a consensus of all interested 
parties and are mandatory on Federal agencies. 





! 
1956 1957 | 1958 
OTE) GOUINEIGB oo cek os cewt i iieencceed Leesa lebadhlasne 20 22 24 
Unit cost.......... ubtbshinek}06phNdiescedsnatbiemcovoonaseen $2, 450 $2, 418 $2, 217 
merformmpmue cust (1967 Heese)... ..- 5... cogs. ..-.....-..-..- wi $49, 000, $53, 20; $53, 200 
SRI IEE We TORING DUN dod cas oc Sted pbbte ne nbcedsweePpenccesuccuh aplbcvuevcnae dhove +2, 500 


Ne ee cnalh micavenenal Miiheomnasapenses 55, 700 


A work unit consists of 1 new standard, 1 major revision, or 5 amendments. 

Federal standards make possible direct and indirect savings through concen- 
trated procurement on fewer items which satisfy the needs of using agencies. 
Savings are realized through lower prices secured because of larger quantities 
ordered, less warehousing space required, better utilization of exeess, and re- 
duction in paperwork. Federal standards also provide agencies with stand- 
ardized test procedures, engineering data, and similar technical information. 
The number of these standards to be produced in 1958 will increase slightly with 
no increase in performance cost, resulting in a decrease in unit cost of about 
8 percent. 


————as 
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(c) Developmental testing 


1956 1957 1958 
NE | a ea Lee $27, 000 $27, 900 $93, 000 
De enn a enn cunius dh feonatomeeeunen teakercubunnwes +5, 100 
i i i Beit ieeasapdddevede pupsids loo dota emneetiid 98, 100 


Development of effective Federal specifications is dependent on the availability 
of adequate material testing facilities to determine whether items offered the 
Government represent the best value consistent with the requirements to be 
met. In addition, it is important to determine when specifications should be re- 
vised to reflect technological changes and whether improvements claimed by 
suppliers ean be verified. Included is an increasing number of new and im- 
proved items offered principally by small business which in general are not 
equipped to provide necessary test data required in evaluating their products. 

In publie purchasing, the interests of Government in procuring items meeting 
its requirements on a competitive purchase basis is paramount. The cost of 
essential testing is very small in comparison with annual procurements under 
the specifications. GSA alone provides facilities through which procurements 
of over $650 million are estimated for 1958. 

Details of the estimate follow: 











1956 | 1957 1958 
(1) Developmental work in connection with specifications and 
standards for security and surveillance equipment and 
compliance testing of equipment offered by suppliers -- -- $27, 000 $27, 900 $21, 100 
(2) Testing of new and improved items and general develop- 
ES Gcrns pase ws cndWiecracpemnbepabesccednccpaheudemensutodsels stevie mines 77, 000 


WOR a is. ae sinthiga Robbie sndbeidatinbdenensedsn 27, 000 27, 900 98, 100 


It is proposed that testing facilities of other Federal agencies which are 
equipped to perform the specialized tests, such as the National Bureau of Stand- 
ards, or commercial laboratories be utilized on a reimbursable basis. 

(d) Item identification (Federal Catalog System).—A work unit consists of 
a single complete description in the Federal Catalog System for an item of sup- 
ply. Under this system each item is given a uniform name, number, and descrip- 
tion. To complete a work unit, the description of each item submitted by each 
civil agency must be compared with the description in the Federal Catalog Sys- 
tem to determine whether they are identical. 

















1956 | 1957 1958 
Wein ber OF ME oie 8c... ecne Ain eames ial 28, 275 | 57, 200 147, 300 
a SS |“ aed $7. 69 $7. 48 $7. 42 
Performance cost (1957 basis)..................--------------- $217,336 | $428,100 | $1, 093, 600 
ere ne ..... din cduaones eh Beokecuncance +55, 500 
OCR ee ili ac on chine ccc dice Uiincenienc+ 5 eens encase 1, 149, 100 


Both Hoover Commissions and several committees of Congress have repeatedly 
emphasized the importance of the Federal Catalog System as a tool of procure- 
ment and have urged that overall civil cataloging be vigorously resumed. The 
uniform catalog system will effect substantial economies in procurement and 
accountability, in flushing out excess property, and effecting utilization thereof 
by other agencies. It will also aid in providing a more effective standardization 
program by identifying specific areas where substantial economies can be realized, 

There are approximately 25 civil activities having major supply systems. The 
supply items of these agencies are presently identified under many different 
systems of stock numbers and different item descriptions for, in many cases, 
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the same items. However, before the identicalness of items can be established, 
and the same Federal stock number assigned to these items, comparison with 
the Federal Catalog System identification must be made for each item sub- 
mitted by the civil agencies. In this manner existing hidden inventories of like 
items can be uncovered and the Government benefit through the utilization of 
such property. 

In order that there may be a uniform language of supply for all Federal 
agencies, each item in the supply systems of civil and military agencies must 
be identified in the Federal Catalog System. Although responsibility for cata- 
loging items in military supply systems was specifically assigned to Department 
of Defense in Public Law 4386, 82d Congress, responsibility for cataloging civil 
agency items and for overall coordination remains the responsibility of GSA 
under Public Law 152, 8ist Congress. 

The military departments have completed the identification of their items. 
While they have completed conversion of some classes to the Federal Catalog 
System (approximately 31 percent of the scheduled conversions), complete con- 
version to the exclusive use of Federal Catalog System stock numbers and identi- 
fications in all supply activities is not scheduled until December 1958. GSA can- 
not efficiently provide supply support to the military departments in the classes 
converted until GSA’s items have been identified in the Federal Catalog System. 

The 1956 and 1957 programs will identify and convert to the new system about 
two-thirds of the 130,000 stores stock and Federal schedule items which GSA 
procures for Federal agencies on a direct order basis. In 1958 the remaining 
44,300 items which GSA procures for Federal agencies will be cataloged along 
with approximately 103,000 of 770,000 items which Federal agencies themselves 
procure’through direct open market purchases. It is planned to cover the remain- 
ing 667,000 of these items during 1959, 1960, and 1961. 








OPERATING EXPENSES, FSS 
GSA Program for Completing Civil Agency Identification 
for the Federal Catalog System 


THOUSANDS OF ITEMS IDENTIFIED 
TOTAL OBJECTIVE 900,000 ITEMS IDENTIFIED BY 1961 S 





Other Civil Agency Items 
* 770, 000 





1956 1957 1958 1959 1960 1961 
Actual In Process Requested Program for Completion 





(e) Reimbursement for central cataloging services——Services rendered by 
DOD central cataloging office include processing the civil agency supply items 
in the Federal Catalog System and assignment of numbers to civil agency items 
where no identical military item has been cataloged. 


1956 1957 1958 








Performance cost. .___._.__- ee AM) PST ee ea ; : | $216, 000 
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Prior to 1957 all costs of the Department of Defense central cataloging office 
were budgeted by the Office of the Secretary of Defense. In 1957 it was deter- 
mined these costs were properly chargeable to the military departments or the 
civil agency which require the services of this Department of Defense central 
cataloging office, and Department of Defense realined its internal financing 
accordingly. This determination was made too late to enable GSA to budget 
for these services in 1957. The 1958 request provides funds to finance GSA’s 
share of this program, at a rate requested by Department of Defense for serv- 
icing 147,300 civilian agency type item identifications developed by GSA in 1958. 


EXPLANATION OF DISTRIBUTION BY OBJEOTS 


(See activity data sheet.) 
Personal services and staffing—$1,810,400.—Provides for an increase of 183 
positions, 138.2 man-years, distributed as follows: 





1956 1957 1958 

(a) Federal specifications. ..._...........-.--- stacelai. ins 47 50 67 
(6) Federal standards... -.............- EES te EA ‘ s 8 s 
(c) Developmental testing._..__-._...-.---- akties : ; ieeeisnee boos 
(d) Item identification (Federal catalog system) - _-- 60 80 246 
(e) Reimbursement for central cataloging services... oe ' St dei 

Total positions____--- Seances aan < ek tenon 115 138 321 
AVerane Ciaplogmembhiaa ss a eK ial. u 91.7 127.6 265. 8 


Other objects, $645,200.—Of which $98,100 is to reimburse the National 
Bureau of Standards, other Federal agencies or commercial laboratories for 
development and compliance testing, and $216,000 to reimburse Department of 
Defense for processing of civil agency identification items. 

The remainder of $331,100 or 16.9 percent of estimate includes: 

(1) $13,000 for 565 travel days at $23, to attend meetings of technical societies, 
and industry and Government technical representatives in regions; visit manu- 
facturers’ plants to obtain technical information required in specifications and 
standards development ; and visit military and civil agency installations to secure 
data on supply items to be incorporated into the Federal catalog system. 

(2) $143,000 for printing specifications, standards, identification cards, sec- 
tions of the Federal catalog system (pamphlets) and related documents. 

(3) $37,800 for purchase of item identification cards for items cataloged by 
Department of Defense and for purchase of manuals, guides, description patterns 
from Department of Defense required in developing the civil agency portion of 
the Federal catalog system. 

(4) $22,800 for equipment for new positions. 

(5) $81,900 for contribution to retirement fund. 

(6) $32,6000 for normal office expenses. 


ITEM IDENTIFICATION (CATALOGING) 


Mr. Tuomas. It says, identification catalog system, $1,149,100. 
When are we going to get through with that? 

Mr. Bean. We are scheduled to get through in 4 years. 

Mr. Tuomas. How much have we spent on it now, Mr. Bean? 

Mr. Bean. Mr. MacLeod, will you speak to that ? 

Mr. MacLrop. As of the end of this fiscal year, $645,000. 


DEVELOPMENTAL TESTING 


Mr. Tuomas. Developmental testing, $98,000, an increase from 
$27,900 to $98,000 this year. 


Development of effective Federal specifications is dependent on the avail- 
ability of adequate material-testing facilities to determine whether items offered 
the Government represent the best value consistent with the requirements to be 
met. 
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Where are these people located ? 
Mr. MacLeop. They are all located in the central office, sir, in Wash- 
ington. It is a central staff operation. 


Moror VEHICLE MANAGEMENT 


Mr. Tuomas. Motor-vehicle management. Put pages 118 through 
120 in the record. 
(The information above referred to is as follows:) 


Motor vehicle management 




















| 
| Average employment 
} Amount WO sesh 
| |D eat 

ee “2 | $178, oe us| 

Change-.--.--_- +18, 700 +1.3 

Bk sib k ditesd pn ecm beidcotpeangaueee | 197, 500 10.8 | 
HIGHLIGHT 


Governmentwide policies and procedures are developed for improving manage- 
ment and utilization of motor equipment. Interagency motor equipment pools 
are established where surveys at locations of high vehicle density demonstrate 
economies or improved efficiency will result. 

Progress of the pool program is as follows: 





Surveys | Surveys Pools estab- 





started completed lished 
1956 (cumulative)... __._- are anand ewan gua eden ee 22 | 14 12 
SR ee hie Te ce tes te Fe 17 | 17 12 
Gk ddieist eahsaigtalnceguisittistipensesmnteninaphaipetintiind 18 | 18 16” 











(From the budget for 1958.) 


As a result of increased utilization and improved management during the past 
S years, governmentwide vehicle inventories have decreased by more than 
49,000 vehicles; average miles of operation per-vehicle-per-year have been in- 
creased by more than 24 percent; an undetermined number of force account 
repair shops were closed and the repair work more cheaply accomplished by 
commercial shops; and many parts supply facilities were eliminated at sub- 
stantial savings. 

Recurring savings from interagency motor-pool operations alone through 1956 
were $1.3 million. Savings for 1957 are estimated at $2.3 million, and for 1958, 
$3.4 million. 

Of the $18,700 increase requested for 1958, $9,500 is for contribution to the 
retirement fund. The remaining $9,200 is for motor-pool development. 

Motor vehicle management is achieved through two subactivities as follows: 


Summary of performance costs 


1956 | 1957 1958 
(a) General motor vehicle management ______. siete ow $34, 400 $48, 000 $48, 000 
(6) Interagency motor pool systems-_-. ; 125, , 029 130, 800 140, 000 
Contribution to retirement fund_ gil +9, 500 


Estimate, 1958__....__.- 


Total cost or estimate (1957 basis) i = 159, 429 WW 8, 800 188, 000 
iM 


SL aE | 197, 500 
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JUSTIFICATION 


(a) General motor vehicle managemen! 








Performance (in man-years)__._______. - : : 4.8 6 | 6 
Wee wie. 335 Bari be 55h)... 2 5k eect ed 7, 167 $8, 000 $8, 000 
Performance cost (1957 basis) on ‘eae $34, 400, er "$48,000 Bit "$48, 000 


Contribution to retirement fund._....__.___- ye / + 2, 600 


Estimate, 1958.. 


Interdepartmental motor equipment committees are sponsored by GSA 
throughout the United States and Territories for dissemination or exchange of 
technical information with respect to use, operation, management, and mainte- 
nance of automotive and construction equipment. Informative and educational 
material, including guide books, manuals, films, outlining new techniques and 
procedures, are made available to Federal equipment supervisors and operators 
through these groups. Seminars and other educational programs, including 
safety training for operators and supervisors, are held periodically throughout 
the country. They are participated in by engineers, other technical personnel 
from industry, and experts in Government equipment management who provide 
latest information about management, operation, maintenance, and educational 
techniques and assist field personnel with all manner of specific problems. 

Management and operating practices and policies of Government activities and 
industrial operations are reviewed and compared. Recommendations are de- 
veloped for adoption by the Government of those new or improved techniques 
which will obtain increased economies or greater efficiencies. 

Technical advice and assistance, covering the complete field of operation, man- 
agement, replacement, rental, and procurement of motorized equipment, are 
furnished to reprsentatives of Federal agencies, the legislative branch, Budget 
Bureau, State and city governments, industry and technical groups. 









(b) Interagency motor pool systems 


1956 1957 1958 
Performance (in man-years) -__- 12.6 12.9 | 12.8 
Unit cost. .-_- ; $9, 923 $10, 140 | $10, 938 
Performance cost (1957 basis) >= psi} $125, 029 | $130, 800 | $140, 000 
Contribution to retirement fund- ; 6, 900 
Estimate 1958...........-- j Labs tpt oediitephhe used aut asada 146, 900 





Public Law 766 of the 88d Congress authorizes the establishment of centrally 
controlled interagency motor pool systems in areas of high Federal vehicle 
density where studies have shown that economies will result and the Admin- 
istrator has determined that it is advantageous to the Government in terms of 
economy, efficiency, or service, after consultation with and with due regard to 
the program activities of the agencies concerned. 

The current objective of this program is to complete studies to determine the 
economic feasibility of establishing motor pools in 90 to 100 selected locations 
by the end of 1960. It is estimated that it will be feasible to establish inter- 
agency motor pool systems on a progressive basis at 70 to 80 of these locations, 

: By the end of 1956, GSA had started 22 studies, completed 14, and had 12 

motor pool systems in the process of establishment. In 1957, 17 additional 
studies will be started and completed and 16 more motor pools established. In 
1958, 18 studies will be started and completed and 16 pools established. Thus, 
by the end of 1958 it is proposed to have 44 pools in operation. This represents 
about half of the total objective. 

Since the locations under study in which pools will be established in 1958 
will all be in cities other than those having GSA regional offices, it will require 
8 regional motor pool chiefs and 2 technical assistants from the central office 
to be in travel status more than 50 percent of the time. 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and staffing, $152,500.—Provides for continuation of 1957 
staff distributed as follows: 








1956 1957 1958 
~ 
(a) General motor vehicle management-.-.__...-..-.....--.- | 5 | 6 | 6 
(b) Interagency motor pool systems-_..._..........--..-.--.-- 15 14 13 
eee ares el 20 20 19 
18.8 


Average employment. ._....._-...-- NR 22 SEE 17.4 | 18.9 








Other objects.—$45,000 includes : 

(1) $26,000 for travel based on 1,130 days at $23 for survey technicians who 
will be in travel status approximately 50 percent of the time, a minimum number 
of contacts with industry engineers and experts or Federal motor vehicle oper- 
ators, attendance at interagency seminars or technical meetings, and review 
of operations of motor equipment and motor pool systems. 

(2) $9,500 for contribution to the retirement fund. 

(3) $9,500 for normal office expenses. 


Mr. Tuomas (reading) : 


Governmentwide policies and procedures are developed for improving man- 
agement and utilization of motor equipment. Interagency motor equipment 
pools are established where surveys at locations of high vehicle density demon- 
strate economies or improved efficiency will result. Progress of the pool pro- 
gram is as follows: 


In 1956 you started 22 surveys. You completed 14 and you estab- 
lished pools of 12. 

In 1958 you w ill start 18 surveys, you will complete 18 and establish 
16. At the end of 1958 you will have 44 pools. 

Mr. Bean. Forty-four pools; yes, sir. 

Mr. Tomas. How many do you have now? 

Mr. Bean. We will have 28 at the end of this year. 

Mr. Tuomas. You have 18 people. 

You have 9 field employees and 9 department employees. Do you 
have one in each one of your regional offices ¢ 

Mr. Bran. Yes. 

Mr. Tuomas. What does the man in the regional office do? 

Mr. Bran. He is the manager of the motor pool or pools in that 
region. There are sometimes 3 or 4 pools i in 1 region. 

Mr. Tuomas. Is this your entire personnel cost for your motor pools ? 

Mr. Hanson. For the people who make the studies, make the de- 
terminations, establish the pools and supervise them. Operating costs 
are paid from the general supply fund and reimbursed by using 
agencies. 

Mr. Tuomas. (reading) : 

As a result of increased utilization and improved management during the past 
3 years, governmentwide vehicle inventories have decreased by more than 
49,000 vehicles; average miles of operation per vehicle per year have been in- 
creased by more than 24 percent; an undetermined number of force-account re- 
pair shops were closed and the repair work more cheaply established by com- 
mercial shops. 

You don’t mean to tell me that here is a Government agency ad- 
mitting that private enterprise can do a job cheaper than the Govern- 


ment can? That is heresy. How did that statement get into this 
budget ? 
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Mr. Hanson. It is one of the fundamentals of the program, sir, to 
use the most economical methods. 

Mr. Tomas. We don’t want to get out of the business of cleaning 
all these buildings, do we? 

Mr. Fiorre. Perhaps, when you give us authority for 5-year con- 
tracts. 

Mr. THomas (reading) : 


Recurring savings from interagency motor pool operations through 1956 were 
$1.3 million. 


A savings of appreciable amount. Also for 1958. 

How do you come to that conclusion ? 

Mr. Fioere. I think the term “recurring” should be explained. The 
data are cumulative for each pool and, of course, are earned as long or 
as the pools are maintained at the economic level. 

Mr. Tuomas. Well if there is any savings at all, I guess it is bound 
to be this much, it seems to me. 

Mr. Brean. We move from 12 pools to 28 pools to 44 pools. 

Mr. Tuomas. Of the $18,700 increase requested, $9,500 is contribu- 
tion to retirement fund. 

Mr. Tuomas. I don’t know what all this means. 


The current objective of this program is to complete studies to determine the 
economic feasibility of establishing motor pools in 90 to 100 selected locations by 
the end of 1960, 


Now let’s see if we can’t wrap this up. 
MOTOR VEHICLE PURCHASES 


Mr. Reporter, at this point put 338 and 339 in the record. 
(The information referred to is as follows :) 


ESTIMATES OF MOTOR VEHICLE PURCHASES, 1958 


Public Law 152, as amended, authorizes the Administrator to establish and 
operate interagency motor-pool systems. Under this provision a new element 
of supply is established by the law—motor-vehicle service to other agencies. 
Passenger and truck services provided by GSA-operated interagency motor-pool 
systems will be financed through the general supply fund on a reimbursement 
basis. 

Purchase of motor vehicles for such pools is exempt from numerical or other 
restrictions of title 5 United States Code, section 78, except as to the price to 
be paid for passenger vehicles under subsection (c) thereof. Accordingly, appro- 
priation language for numerical purchase or replacement authority is not 
submitted. 

Motor-vehicle repair costs are minor until the average vehicle is approximately 
3 years old or has traveled about 50,0000 miles, whichever comes first. After 
that, wear, damage, obsolescence, and general deterioration cause maintenance 
costs to mount rapidly toward a point of wastefulness. 

Available cost data indicates annual maintenance costs of less than $90 per 
year for vehicles under 3 years of age or which have operated less than 50,000 
miles. Reported average annual maintenance cost for all Government vehicles 
is more than $200. For vehicles 6 or more years old, average cost will exceed 
$350 per year. This premium cost for repairs is sufficient to pay the cost of 
renlacing vehicles on a 4-year basis. 

By the end of 1956, 12 interagency motor-pool systems had heen established 
or were in the process of establishment. In the operation of the motor pools 
prior to 1956, GSA reduced its inventory by 414 vehicles. During 1956, 138 
additional vehicles were removed from the inventory. In addition, agencies in 
the 12 locations where pools were established, reduced their inventories at those 
locations by 684 vehicles during the survey period and prior to the establish- 
ment of the motor pools. These vehicles were either disposed of by the agencies 
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or transferred to other field locations, thereby eliminating procurement of 


additional vehicles for those locations. Annual savings resulting from these 
reductions of vehicles during 1956 were $590,500. 

By the end of 1957, it is expected that motor pools will have been established 
in 28 major cities. Establishment of additional pools is scheduled in 16 more 
cities during 1958. As of July 1, 1956, GSA had a net fleet of 1,851 vehicles. 
During 1957, 4,500 units will be consolidated in the pools. Over 65 percent of 
these vehicles will be 6 years old and over. In 1957, 1,588 vehicles will be pur- 
chased to replace 2,488 units at a net cost of $2,251,750. Net fleet reduction after 
consolidation will be 900 vehicles. (As a result of agency reductions, resulting 
from motor-pool studies, there will be an additional fleet reduction in excess of 
some 300 vehicles.) 

July 1, 1957, GSA will have a net active fleet of 5,451 motor vehicles. Three 
thousand and six hundred will be added by consolidation during 1958. Two 
thousand, two hundred and sixty-three will be purchased during 1958 to replace 
2,983, at a net cost of $3,261,250. Net fleet reduction after consolidation will be 
720 vehicles. (As a result of agency reductions, resulting from motor-pool stu- 
dies, there will be an additional fleet reduction in excess of 180 vehicles. ) 

To keep maintenance cost at a minimum, when major repair on old vehicles 
becomes necessary, replacement is planned to the extent present regulations will 
permit. As a result of this program the age of the vehicles in the motor-pool 
systems will progressively be reduced and the maintenance of expensive “junkers” 
and “lemons” will be eliminated. 

Planned replacement during 1958 of those vehicles requiring major repairs 
will result in annual savings in maintenance costs of more than $800,000. Fleet 
reductions will develop additional savings of $1.6 million, exclusive of other 
fringe benefits which in 1958 will exceed $900,000. 


Status of net active fleet 





Net active | Consolida- 











Net fleet 
fleet tion (trans-| Purchases | Disposals | reduction! 
fers) 

Prior to July 1, 1955_...........---- ae | pe Senet Spied Taina ae oa-watetatiditbitaiait ances Earceeentdioe tater 730 
FON AINB iai has ii Sle dase ik dd aes esd 964 |___ ; pi eedctene sede ease 
EE COs iikiy inner raneinseonen shoo" 93 | 1,014 493 | 620 451 
GU hy PON n once sew dabse dddcdiaasens OSs iL. Hidde dzeais i wedade shu Mioctee abana 
Fiscal year 1957.........- Ledidbinnue dinate baammaeldl -} 4, 500 1, 588 2, 488 1, 200 
SS MEE Si waddecsuecacaubancsounsedecess | iE Legdigtnncannslsopadeescessicacansankcanipeeeee 
OR TENE iss -dbec ase jnnheh-sachb livres cagial 3, 600 2, 263 2, 983 | 
I tate cienaesg-pencethrat eons 8, 331 | 


4 Includes vehicles disposed of by agencies prior to transfer to the motor pool. 


Annual rate of savings 


Fleet Maintenance | Fringe Total 
reduction (reduction benefits savings 
(cumulative) | of repairs) 





End of— 
1955... sida hekiiel  eaainsinialiamaa $365, 000 $9, 600 $146, 400 $521, 000 
ante alata een ete Cl ee et ed 590, 500 148, 080 561, 420 1, 300, 000 
Bly a uiitmanin ite imal iedllimid cat alti al 1, 190, 500 545, 100 600, 400 2, 336, 000 
Pea ones Jt Rl bddod 1, 640, 500 833, 100 950, 400 3, 424, 000 
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Statement of proposed obligations for purchase and hire uf passenger motor vehicles 
for the fiscal year 1958 


[From the budget for 1958] 























| 
| Motor vehicles to | Old vehicles to 
be purchased be exchanged | Net cost | Old ve- | Cost of 
ae iinmueninananenni mS of ve- hicles | hire of |Users and 
Appropriation | hicles to | stillto | motor public 
Num-| Num-| Allow- be pur- | be used | vehicles | purpose 
| ber | Gross cost | ber jance (esti-| chased 
| ry mate) | 
=o 
General supply aS 623 $841,050 | 812 | $182, 700 | $ 658, 350 1, 676 | $50,000 (4) 
Station wagon. 116 | 208,800 | 155 | 46,500 | 162, 300 | 306 | POS 
Ambulance... ------| 6} 82,400) 7]. 3,240 | 29, 160 | | Cisa. ban 
Dubecsx: si -< feeseeh [Ol 54,000} 11} 6,600} 47,400 | 25 | 
| Rr =? | 
Total, GSA.....--- 754 | 1, 196, 250 | 985 | 239, 040 E 897,210 | 2,021 | 50, 000 Si: ae a 





1 Operations of interagency motor pools at 46 locations of high vehicle density by June 30, 1958, under 
Public Law 766 (approved September 1, 1954). Pools will provide motor transportation for participating 
Government agencies, including Ge neral Service Administration, in the conduct of Government business. 


Mr. Tuomas. By the end of 1956, 12 interagency pools were estab- 
lished. 

Savings during 1956 were $590,500. Let’s see how that figure jibes 
with the one I read a while ago. 

Mr. Hanson. That is included in the figure you read a while ago, 
sir, and represents savings due to vehicle reductions only. 

Mr. Tuomas. The one I read a while ago was a flat million. 

Mr. Hanson. There are other savings in addition to that; the $590,- 
500 represents only savings resulting ‘from the reduction of vehicles. 

Mr. Toomas. What are the others ¢ 

Mr. Hanson. The other savings come from the reduction in the 
cost to the agencies for motor vehicle services secured from the pools. 

Mr. Tuomas. Gasoline and oil, chauffeurs, and repairs? 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. Are those the items making up the other half million 
dollars ? 

Mr. Hanson. Yes, sir; savings on the operating, repair, storage, 
and depreciation costs, the elimination of maintenance shops, per- 
sonnel and duplicating services, such as shuttle buses. 

Mr. Tomas. How many of those did you close ? 

Mr. Hanson. Detailed data is not available. We only have definite 
information of a few of the large ones. 

Mr. Tuomas. How many? 

Mr. Hanson. Of the large ones ? 

Mr. Tuomas. Yes. 

Mr. Hanson. Well, all I can recall offhand is one in Oakland, one 
in Ogden, the one in Denver has been reduced by 50 percent, and we 
have reduced the one here in Washington to service station status. 


REPAIR COSTS 


Mr. Tuomas. I would like to point out two or three little facts. I 
don’t know how accurate they are, but apparently the Government’s 
policy is based on it: 


Motor vehicle repair costs are minor until the average vehicle is approximately 
8 years old or has traveled 50,000 miles, whichever comes first. After that, wear, 
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damage, obsolescence, and general deterioration causes maintenance costs to 
mount rapidly toward a point of wastefulness. 

Available cost data indicates annual maintenance cost of less than $90 per 
year for vehicles under 3 years of age, or which have operated less than 50,000 
miles. 


Where do you get that data ? 

Mr. Hanson. From examining the cost of the repairs for Govern- 
ment vehicles for the first 3 years we operated them and from checking 
with the big fleet operators. I have carried on extensive research work 
with them and that statement ties into the facts. 


EFFECT OF ESTABLISHING MOTOR VEHICLE POOLS 


Mr. Tomas (reading) : 


Reported average annual maintenance cost for all Government vebicles is more 
than $200. For vehicles 6 or more years old, average cost will exceed $350 per 
year. This premium cost for repairs is sufficient to pay the cost of replacing 
vehicles on a 4-year basis. 

By the end of 1956, 12 interagency motor pool systems had been established 
or were in the process of establishment. In the operation of the motor pools 
prior to 1956, GSA reduced its inventory by 414 vehicles. During 1956, 133 addi- 
tional vehicles were removed from the inventory. In addition, agencies in the 
12 locations where pools were established reduced their inventories at those loca- 
tious by 634 vehicles during the survey period and prior to the establishment of 
the motor pools. These vehicles were either disposed of by the agencies or 
transferred to other field locations, thereby eliminating procurement of addi- 
tional vehicles for those locations. Annual savings resulting from these reduc- 
tions of vehicles during 1956 were $590,500. 

By the end of 1957, it is expected that motor pools will have been established 
in 28 major cities. Establishment of additional pools is scheduled in 16 more 
cities during 1958. As of July 1, 1956, GSA had a net fleet of 1,851 vehicles. Dur- 
ing 1957, 4,500 units will be consolidated in the pools. Over 65 percent of these 

vehicles will be 6 years old and over. In 1957, 1,588 vehicles will be purchased to 
replace 2,488 units at a net cost of $2,251,750. 


What I mean is, that figure is not complete, because it doesn’t include 
the military; does it? What would this figure be governmentwide ? 
The motor pool doesn’t include the military ; does it / 

Mr. Hanson. We service the military in places. In the 14 motor 
pools that we have in operation today, there are about 4,600 vehicles. 
Governmentwide holdings total almost 200,000. 

Mr. THomas. How many of that 200,000 belong to the military ? 

Mr. Hanson. About 100,000, sir. 

Mr. Jonas. I thought there were 260,000 Government-owned civil- 
ian automobiles? 

Mr. Hanson. That was several years ago. The glut has since been 
reduced by about 49,000 vehicles. These vehic ‘les are used for adminis- 
trative and housekeeping purposes. The last motor vehicle report 
shows there are 97,379 for civilian agencies and 98,169 for the military. 

Mr. Tromas (reading) : 

July 1, 1957, GSA will have a net active fleet of 5,451 motor vehicles, 3,600 
will be added by consolidation during 1958, 2,263 will be purchased during 1958 
to replace 2,983, at a net cost of $3,261,250. Net fleet reduction after consolida- 
tion will be 720 vehicles. Asa result of agency reductions, resulting from motor 
pool studies, there will be an additional fleet reduction in excess of 180 vehicles. 

Operations of interagency motor pools at 46 locations of high vehicle density 
by June 30, 1958, under Public Law 766 (approved September 1, 1954). Pools 
will provide motor transportation for participating Government agencies, in- 
cluding General Services Administration, in the conduct of Government business. 
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Who are the participating Government agencies ¢ 

Mr. Hanson. All the civil agenthes and, in a small degree, most of 
the military activities, sir. 

Mr. Tuomas. What does the law say as to compulsion? How are 
you going to get them in? They tell me the military don’t pay you 
too much money. 

Mr. Hanson. We have had good cooperation from the military 
agencies which are going along with us on the administrative and 
housekeeping vehicles. This doesn’t include tactical operations and 
troop training. After we discuss each situation with the agencies con- 
cerned, and have come up with a recommendation for a pool in a given 
area, we again review the recommendation with the military and 
civilian agencies, and establish a pool in accordance with the agree- 
ments arrived at. 

Mr. Jonas. Mr. Chairman, you will remember the law provides that 
the President would have final say-so as to whether an agency—— 

Mr. Tuomas. Who would have the final say ? 

Mr. Jonas. The President of the United States; as to whether the 
Department would be required to come in under the pool. 


Surrity ConrTRACTING 


Mr. Tuomas. Let’s take a look at supply contracts; put pages 122 
and 123 in the record. 
Supply contracting 


| Average employment 











Amount Seempatieitainientiiedesecns —_ 
Department Field Total 
DT tt iti ahiveiinid ake aka eeagneweio’ heen $738, 800 53.0 55.9 108. 9 
Ob hut toosedens. esa Ui ad +46, 500 +3.1 —.7 +2. 4 
ene eens perenne aterm 
OO Zodéedsoce ne MibptabicLece ME tecassecs 785, 300 56.1 55.2 111.3 
HIGHLIGHT 


“Term contracts for common-use commodities and services are established 
for large aggregate volume requirements against which agencies can place indi- 
vidual orders at uniform price advantages, whenever this procedure is advan- 
tageous to the Government.” (From the budget for 1958.) 

This method of contracting is used: (a) when industrial distribution facili- 
ties are adequate to properly serve numerous use points, (b) when items are 
noncompetitive, (c) when installation or supervision of installation by suppliers 
is essential to proper use of equipment, (d) when concentrations of agency in- 
stallations in a given area require common Services, or (€) when price or other 
advantages accrue to Government. 

Purchases from Federal supply schedules and similar local-service contracts 
during 1956 amounted to $333.2 million. Estimated savings resulting from price 
advantages were $41.3 million. Based on $380 million of purchases in 1958, 
savings are estimated at $47.1 million. 
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Justification 
1956 1957 1958 
Value of orders placed (thousands)... .-...........-..--------- $333, 200 $350, 000 $380, 000 
TP OT I Wik oo ss es sb cde. 2. 27 , 2. 11 1, 97 
Performance cost (1957 basis) - . ....-.------------------------- 756, 829 738, 800 750. 000 
Contribution to retirement fund-.-.----- nb cnr maseheeeciiice beiccetitnisniiih deteceial aii emaaaniaeeies +35, 300 
Matinsibe, 1008.23. dis ica asdied bl cigodsdene ceed aas a atic danse 785, 300 


Costs are measured against each $1,000 of orders placed by agencies under 
schedule and similar local-service contracts. Included are cost of determination 
of new items that should be contracted for and items which should be discon- 
tinued ; review of specifications, prices, and sources; evaluation of items offered 
by suppliers against specifications ; development and issuance of invitations for 
bids; awarding and administering contracts; printing and governmentwide dis- 
tribution of schedules listing such contracts; and inspections necessary to insure 
specified quality. 

The increase requested for 1958 provides $35,300 for payment to the retirement 
fund and $11,200 for increased workload. 

Increase in estimates of orders placed by agencies in 1957 and 1958 reflect 
wider coverage of large-volume items. This results from the schedule for rental 
of electronic data-processing equipment, established during 1957, being in effect 
for the full year of 1958, and from greater usage of other schedules by the larger 
agencies. Emphasis will be placed on making improvements in all contracts and 
dropping more low-volume items, while large-volume items will be added. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing —$565,000 provides for 115 positions (111.3 
average employment), an increase of 2.4 average employment to improve the 
coverage and quality of the contracts consistent with greater usage by agencies. 

Other objects.—$220,300, of which $111,800, or 14.2 percent of the total esti- 
mate is for printing Federal supply schedules and invitations for bids. 

The remainder of $108,500 consists of: 

1. $10,200 for travel based on 170 days at $23 per day for visits by buyers to 
sources of supply to keep apprised of manufacturing methods and contractors’ 
distribution facilities and visits to agencies regarding their requirements, and 
250 days at $18 for field inspections. 

2. $39,600 for other contractual services, of which $22,800 is for transfer to 
the President’s Committee on Government Contracts and $16,800 for miscellane- 
ous contractual services including rental of vehicles from GSA motor pools and 
tests by Government or commercial laboratories. 

3. $35,300 for contribution to retirement fund. 

4. $23,400 for normal office expenses. 


You want $785,300, which is an increase of $46,500. You have 111 
9 

people, against 109. I have a lot of marks here on this page: “Term 

contracts for common-use commodities,” and so forth. 





This method of contracting is used (a) when industrial distribution facilities 
are adequate to properly serve numerous use points, (b) when items are non- 
competitive, (c) when installation or supervision of installation by suppliers is 
essential to proper use of equipment, (d@) when concentrations of agency in- 
stallations in a given area require common services, or (e) when price or other 
advantages accrue to the Government. 

Can this savings of $41.3 million in 1956 be demonstrated? Here 
is what it is. You have purchases from Federal supply schedules— 
and this is preparation of your schedules, isn’t it; supply contracting? 

Mr. Bean. Yes, sir. 

Mr. Tuomas. These are specialty people. 


88278—57—pt. 2——-13 
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SAVINGS UNDER SCHEDULE CONTRACTS 


You state: 

Purchases from Federal supply schedules and similar local-service contracts 
during 1956 amounted to $333.2 million. Estimated savings resulting from price 
advantages were $41.3 million. Based on $380 million of purchases in 1958, 
savings are estimated at $47.1 million. 

How do you arrive at that? I figured it to be 1414 percent on your 
gross sales. How do you arrive at your 1414 percent ? 

Mr. Dunxve. We arrive at the percentage of savings separately 
for each of the commodity groupings. We also realize that agencies 
could buy a portion of the larger requirements at the same prices. 
We have eliminated 54.8 percent of these purchases before applying 
the discounts to the various levels. This is how it comes out, to about 
14 percent. It is done by people working with these commodities all 
the time. 

Mr. THomas. What are your elments of cost? 

Mr. Dunxte. The preparation of the schedules, taking the bids, 
making the awards, publishing the schedules to the agencies, the print- 
ing involved in so doing, in awarding and administeri ing the contracts. 
and also in inspection. 

Mr. Tuomas. What is that cost for this year? 

Mr. Dunxte. It totals $738,800. 

Mr. Tuomas. I mean your whole administrative cost. You have 
to charge in all of it. You have to charge in your stores operation. 

Mr. Dunxte. No, sir. That is a separate item in the budget. Pur- 
chases from these supply schedules do not clear through the stores. 

Mr. Tuomas. How are you going to arrive at this savings? You 
base it on your total sales, don’t “you ¢ 

Mr. Dunk te. We base it on the total purchases from the schedules 
by the agencies, 

Mr. Tuomas. You keep this activity separate and apart from your 
store operations? 

Mr. Dunk te. That is correct. 

Mr. Tuomas. You don’t try to average them in together? 

Mr. DunxKLeE. No, sir. 

Mr. Tromas. You don’t charge any handling cost to this? 

Mr. Dunk.e. Shipments are made directly to the agencies. 

Mr. Tromas. F. o. b. or c. 0. d? 

Mr. Dunxte. They are made to them on both bases, sir. It depends 
on the product. 

Mr. Tuomas. Who pays the shipping cost? Who pays the trans- 
portation cost ? 

Mr. Dun«te. The transportation costs in some commodities are in 
the price of the commodity. In others, the agency pays it. It is 
about 95 percent included in the price. 

Mr. Tuomas. It would appear that the markup ought to be more 
than 14 or 15 percent. 

Mr. Dunkie. We have computed savings on only about 45 percent 
of the total commodities. It averages out to about 14 percent when 
spread over all commodities. It changes very drastically by com- 
modities. 

Mr. Tuomas. You are figuring that the agency is going to get some 
at a wholesale cost anyway, and then you've got to beat the regular 
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wholesale cost by 15 percent to justify your existence. If you do it, 


I guess you certainly have justified it. 
‘You arrive at that figure of 14 percent by careful analysis based 
upon experience and price, by people who know the subject matter? 
Mr. Dunk ie. Yes, sir. We arrive at it by individual categories and 
commodities, 


Mr. Tuomas. Again, if you don’t know, I don’t know anybody 
who does. 


Mr. Bran. I think this is a pretty good estimate. I am pleased to 
note that the unit cost of doing this is coming down each year, too. 

Mr. Tuomas. These prices are as good as Montgomery Ward gets? 

Mr. Bran. These are much better in some respects. They a buy 
automobiles at half price, for example, and the Government ca 

Mr. Tromas. I want to read this: 


Increase in estimates of orders placed by agencies in 1957 reflect wider cover- 
age of large-volume items. This results from the schedule for rental of elec- 
tronic data-processing equipment established during 1957 being in effect during 
the full vear 1958 and from greater usage of other schedules by the larger agen- 
cies. Emphasis will be placed on making improvement in all contracts and 
dropping more low-volume items, while larger volume items will be added. 


SAVINGS ON ELECTRONIC EQUIPMENT 


How can you reflect any savings on electronics equipment ? 

Mr. Bean. That is a mighty interesting subject, because just this 
spring we broke IBM’s price. If you would like a little résumé, Mr. 
Dunklean give it to you. 

Mr. THomas. Give it to us. I question your language there. No- 
body thinks you can beat IBM. 

Mr. Bean. They said “Uncle” this time. 

Mr. Tuomas. Congratulations. That is a feather in your cap. Did 
Remington Rand help you a little? 


Mr. Dun«ir. Remington Rand hasn’t near the volume that IBM 
has, and we have them both on the same basis. 


The advantage we gained for the Government in our negotiations 
was based on a redefinition of what constituted the primary shift of 
the rental charge, and allowed greater flexibility in the use of machines 


by the major installations, which resulted in substantial savings to 
those installations. 


Supply MANAGEMENT 


Mr. Tuomas. Mr. Reporter, at this point include pages 125 through 
128 in the record, “Supply and management.’ 


(The material referred to follows :) 


Supply management 


Average employment 
Amount 


Department Field Total 


1957 


Z $215, 900 | 
Change__ _. "aa : +201, 700 | 


417, 600 | 


eal 


: 
| 
| 
t 
) 
| 
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| 
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HIGHLIGHT 


“Policies, regulations, procedures, and instructions for improving procurement 
and management of supplies and equipment by Government agencies are devel- 
oped and their application and installation is coordinated through continuous 
liaison and by special surveys as required. The increase for 1958 will provide 
for improving Government supply activities by (@) applying to the Federal Gov- 
ernment new techniques, methods, and practices derived from analyses of indus- 
trial supply systems; (0) publication of a procurement handbook as a guide to 
all agencies in economical purchasing; and (c) increasing onsite liaison to serve 
12 groups of major agencies as compared with 6 groups in 1957.” (From the 
budget for 1958.) 

External policy, regulatory, and advisory responsibilities of GSA in the broad 
area of personal property management were combined into this activity at the 
beginning of 1957. 

Overall objectives are the development for application on governmentwide 
basis of policies and procedures which will assure (a) establishment and con- 
tinuing improvement of an integrated and coordinated Federal supply system 
providing efficient and economical service throughout the Government, ()) 
establishment and maintenance of effective supply management policy, direction, 
and operations within each agency and integration of the individual agency’s 
supply policies, procedures, and operations with the nationwide Federal supply 
system, (c) continuity of supply during a military emergency, (@) supply cross- 
servicing among civilian executive agencies and between civilian and military 
agencies. 

Handbooks and guides covering various phases of supply management will be 
developed and published to assist agencies in implementing regulations, to pro- 
vide general information on matters of common interest to executive agencies, 
to promote uniformity among civilian executive agencies, and to provide stand- 
ards against which each agency may evaluate its operations. 

Improvements in property management operations contemplated under GSA 
policies and procedures will be assured through simultaneous and continuous 
liaison with all major agencies, augmented by detailed surveys of su pply opera- 
tions of individual agencies, or of commodities or functions on a nationwide or 
areas basis as required. 

Cooperation with the Bureau of the Budget will be sought in developing con- 
tent, format, and procedures for reports on supply activities of executive agencies 
for use by agencies and GSA as a management tool. 

The increase of $201,700 for 1958 provides $19,600 for contribution to the 
retirement fund. Of the remaining $182,100, about two-thirds is for the liaison 
and survey programs, and one-third for analysis and application of industry 
practices, issue of operating guides, etc. 


Summary of performance cost 











1956 1957 | 1958 
(a) Supply management policies and ~qusaremenan ease $25, 407 $85, 900 $152, 300 
(6) Civilian agency liaison and surveys. .__- a Aiea ai 109, 429 130, 000 245, 700 
Total cost or estimate (1957 basis)..................._-- 144, 836 215, 900 " 398, 000 
Contribution to retirement fund_______- eaten oh +19, 600 
I a Sade | 417, 600 


JUSTIFICATION 


(a) Supply management poticies and procedures 











| 1956 | 1957 1958 
ont nin a bs Rc ceilidh ete damninibiondealinsdhihittldeeaiialchest ata seioclgn cid ceeded citi tiesbihalilailins 
Average meen ment ava an-years) . adil 3.3 | 10 12.9 
Unit cost. -- ; ates $10, 729 | $8, 590 * $11, 806 
Performance cost (1957 basis)... ........- fs | 35, 407 | 85, 900 | 152, 300 
Contribution to retirement fund. _- + 6. 600 
STE SEC ae Sey i | 


| | 158, 900 


Se ee 
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The major 1957 program objectives are: 

(1) Revision of the inventory management regulation and publication of a 
guide to economic stock replenishment to minimize the total cost of supply 
through the purchase and stocking of all items in quantities which result in 
the lowest total cost to the Government, including cost of goods as well as 
procurement and carrying costs. 

(2) Issuance of regulations governing the establishment ond operation of 
supply facilities which will assure most effective and economical use of existing 
Government-operated facilities and elimination of duplicative facilities, giving 
due consideration to use of commercial facilities when in the best interest of the 
Government. 

(3) Preliminary studies necessary to lead to establishment of an improved 
nationwide requisitioning schedule on GSA stores depots to provide further 
consolidation of requirements and reduce administrative costs of processing re- 
quisitions and invoices. 

(4) Revision of procurement regulations and issuance of other publications 
to more effectively provide for efficient and economical procurement of personal 
property and nonpersonal services required by executive agencies and promote 
uniformity in procurement practices. 

(5) Development of uniform procedures and documentation to make feasible 
the interchange of inspection and testing services between executive agencies. 

The major objectives for 1958 are: 

(1) Development of a program for studies and analyses of industry production 
operations, marketing practices, and distribution systems to determine and 
evaluate factors which affect supply activities of Federal agencies and to deter- 
mine new techniques, methods, and practices which may be applied advantage- 
ously to Government activities. Data obtained will be evaluated against Gov- 
ernment supply programs and techniques to determine best method of contract- 
ing and procuring particular commodities; the level of the industrial distribu- 
tion system which provides the greatest advantage for Government procurement 
in terms of cost and service; the scheduling of procurement to fit into pro- 
ductive capacity and seasonal trends of industry; the methods of supply best 
suited to meet the requirement of the Government; and industrial techniques 
which can he advantageously applied to Government supply activities. 

(2) Publication of a procurement handbook designed to furnish construc- 
tive gu'dance to procurement officers, particularly in small civilian executive 
agency offices, on principles involved and methods which should be employed. 
Within the Federal Government there are many manuals, administrative releases, 
and regulatory issuances dealing with procurement matters. Existing manuals in 
Government are generally designed to achieve adherence to laws and accounting 
regulations but provide little guidance to contracting officers as to methods, 
techniques, staffing, etc., necessary to efficient and economical performance. The 
proposed procurement handbook is designed to meet this need. 

(3) Revision of the Index and Guide to Government Sources of Supply, 
which is a listing of items and services coded to show various Government 
sources of supply. This index is used on a governmentwide basis by procure- 
ment personnel to assist in determining the most suitable source of supply. 
Classification of items in the present edition (1951) is based on the Federal 
Standard Stock Catalog. Supply items are being reclassified in accordance with 
the new Federal Catalog System on a governmentwide basis. It is necessary 
to reflect the new item classification in the Index and Guide to insure its 
continued usefulness. 

(4) Development of a standard for evaluating Government contractors’ 
quality control systems for the purpose of approving their methods of quality 
control and reduce the amount of inspection and testing required to be per- 
formed by Government procurement activities. 

Increased unit cost for 1958 is due to printing of the guides and handbook 
discussed above. 
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(b) Civilian agency liaison and surveys 





1956 1957 1958 
Average employment (man-years) - 5a s/tinlahirineen’ 12.2 13 24.4 
Wes eee ae tee ee 7 os $8, 970 $10, 000 $10, 070 
Performance cost (1957 basis)... .... halle sled $109,429} $130, 000 | $245, 700 
OE nn nadtnnnbosduivemsl nhernuesins as wea<dine ies +13, 000 


BI TI chin a Bes ESSA. 55. SOs oe 5 Sa cof wes ewe oe percchddoou | 258, 700 





Continuous liaison with all major agencies, augmented by detailed surveys, 
will assure (1) effective supply management policy and direction at all levels of 
the Federal supply structure; (2) integration or coordination of all supply opera- 
tions with the nationwide supply system; and (3) prompt discovery and correc- 
tion of deficiencies through current knowledge of changing programs, conditions, 
and plans of other agencies. 

Agencies have been placed in 12 groups, varying from 3 to 4 per group and a 
supply management specialist will be assigned to each group. Primary emphasis 
is placed on establishment and maintenance of effective supply management and 
direction within each agency. 

Surveys of commodities or functions on a nationwide or area basis are for the 
purpose of obtaining requirements for specific commodities and nonpersonal 
services on a nationwide basis for use in determining appropriate method of 
supply ; determining commodities which lend themselves to centralized procure- 
ment, and/or distribution and making recommendations as to agency assign- 
ments; determining need for area purchasing offices and/or secondary distribu- 
tion points to service Federal agencies within a specific geographical area and 
making recommendation as to agency assignments; and determining need for 
eross-servicing between and within agencies and making recommendations as to 
method of accomplishment. Special surveys of all aspects of supply management 
of individual agencies are also conducted as required. 

The amount requested for 1958 is to provide for full-time assignment of supply 
management specialists te 12 groups of agencies as compared to 6 in 1957 and to 
provide adequate staffing of the survey group to increase coverage of field 
installations of other agencies. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and stafing.—$313,400 for average employment of 37.3 in 
1958, an increase of 14.3 over 1957 to staff the 6 remaining agency liaison groups 
and provide personnel necessary for minimum coverage of personal property 
management in civilian agencies by surveys on a commodity, area, or functional 
basis. 

Other objects.—$104,200, or 25 percent of estimate, includes: 

(1) $38,000 for 24 employees in travel status for a total of approximately 
1,650 days at $23 to extend studies and surveys to field installations of other 
agencies and to provide for studies and analyses of private industry production 
operations, marketing practices, and distribution system. 

(2) $38,000 for printing and reproduction of Governmentwide regulations, 
procedures, and publication of handbooks pertaining .to the subject. of purchase, 
inspection, and Government sources of supply. 

(3) $19,600 for contribution to retirement fund. 

(4) $8,600 for normal effice.expenses. 


Mr. Tuomas. You have an increase of 14 jobs, giving you a total of 
37. You state: 


Policies, regulations, procedures, and instructions for improving procurement 
and management of supplies and equipment by Government agencies are de- 
veloped and their application and installation is coordinated * * * through 
1958 will provide for improving Government supply activities by (a) applying 
to the Federal Government new techniques, methods, and practices derived from 
analyses of industrial supply systems; (0b) publication of a procurement hand- 


| 
| 
| 
| 
| 


a 
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book as a guide to all agencies in economical purchasing; and (c) increasing 
on-site liaison to serve 12 groups of major agencies as compared with 6 groups 
in 1957. 

External policy, regulatory, and advisory responsibilities of GSA in the broad 
area of personal property management were combined into this activity at the 
beginning of 1957. 

Overall objectives are the development for application on governmentwide 
basis of policies and procedures which will assure (@) establishment and contin- 
uing improvement of an integrated and coordinated Federal supply system pro- 
viding efficient and economical service throughout the Government, (b) estab- 
lishment and maintenance of effective supply management policy, direction, and 
operations within each agency and integration of the individual agency’s supply 
policies, procedures and operations with the nationwide Federal supply system, 
(c) continuity of supply during a military emergency, (d@) supply cross-servicing 
among civilian executive agencies and between civilian and military agencies. 

Handbooks and guides covering various phases of supply management will 
be developed and published to assist agencies in implementing regulations, to 
provide general information on matters of common interest to executive agen- 
cies, to promote uniformity among civilian executive agencies, and to provide 
standards against which each agency may evaluate its operations. 

Improvements in property management operations contemplated under GSA 
policies and procedures will be assured through simultaneous and continuous 
liaison with all major agencies, augmented by detailed surveys of supply opera- 
tions of individual agencies, or of commodities or functions on a nationwide 
or areas basis as required. 

Cooperation with the Bureau of the Budget will be sought in developing con- 
tent, format, and procedures for reports on supply activities of executive agen- 
cies for use by agencies and GSA as a management tool. 

The increase of $201,700 for 1958 provides $19,600 for contribution to the re- 
tirement fund. Of the remaining $182,100, about two-thirds is for the liaison 
practices, issue of operating guides, ete. 


SERVICE Drrecrion 


Mr. Tuomas. Put page 130, “Service direction,” in the record. 
(The page referred to is as follows :) 


Service direction 


| Average employment 
Amount 


1957 ; . 
Ca bbienii bésccdes 


$446, 200 | 13. 5 30. 43.5 
+68, 000 | +4.3 -.3 +4.0 


pt 
| 
| Department | Total 
bs ll 
| 


tee eiivccmaied hao | 514, 200 | 17.8 29.7 | 47.5 


I 


HIGHLIGHT 


General supervision over all programs assigned to Federal Supply Service is 
provided in the central office by the Commissioner of FSS and his associate, 2 
Assistant Commissioners, assisted by the staff of an executive officer and, in 
the field, by a regional director for FSS in each of the 10 regions. 

Cost of penalty mail for all OE, FSS programs except “Utilization and sales,” 
which is financed from proceeds of sales, is provided for in this activity. 


7 
1957 | 1958 
| 

"| 

General supervision - $358, 550 | $401, 200 | $439, 000 

Penalty mail costs........... ; ts i 5 | 45, 000 50, 000 
Total cost or estimate (1957 basis) so 3, 5: 446, 200 | 489, 000 

Contribution to retirement fund oer c he~ se Bi | +25, 200 


Estimate, 1958 __- SUSE TA Sa ; d | 514, 200 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing.—$403,200 provides two additional positions to 
complete the reorganization begun in 1957. Distribution by central office and 
field follows: 





1956 1957 1958 
eT ene ne eee een ese edi occcethercoorne 11 16 18 
ee Oa en 30 30 30 
CN baled tiie eis daie 41 46 48 
BI, fia ro a coca ck cceas cakes oaks ethene 40. 5 43. 5 47.5 


Other objects.—$111,000, of which $50,000 is for penalty mail costs, an increase 
of $5,000 over 1956 for additional mailing of bid invitations and supply contracts 
under expanded contracting program. 

The remainder of $61,000 includes: 

(1) $12,000 for travel based on 480 days at $25. 

(2) $2,200 to assist in financing Government Patents Board. 

(3) $1,300 to finance five security investigations at average of $260. 

(4) $25,200 for contribution to retirement fund. 

(5) $20,300 for normal office expenses. 


Mr. Tuomas. (reading) : 
General supervision over all programs assigned to Federal Supply Service. 


Is that Mr. Bean’s office? 

Mr. Bean. That is my office, sir, and includes the 10 regional direc- 
tors and their immediate offices. 

Mr. Tuomas. Why all this cost for service direction? It is $514,200. 
You have 48 positions against 44 last year. You have 18 of them in 
the central office this year and 30 in the field, against 14 in the central 
office and 30 in the field last year. 

Mr. Bean. “Service direction” is the direct supervision of all Fed- 
eral Supply Service operations, both here and in the field. In addi- 
tion to these operating supervision responsibilities it finances penalty 
mail costs for the various programs financed from this appropria- 
tion. On the other hand, “Supply management” is technical opera- 
tion whose purpose is to improve supply practices on a government- 
wide basis. This involves continuous study of the operations in each 
agency. 

Mr. Tuomas. Going back to “Supply management” you have a lot 
of high-powered personnel. You have 32 people out of your 38 who 
are grade 11 and above. When did you set this group up, in September 
of last year? 

Mr. Brean. This group has been set up since about October 1956. 
It brings together under one head, the policymaking groups. 


DIFFERENCE BETWEEN SUPPLY MANAGEMENT AND SERVICE DIRECTION 


Mr. THomas. How does that fit in with the “Service direction,” in 
your own office? 

Mr. Bran. Supply management has charge of all the supply policy 
direction both in GSA and governmentwide, makes management sur- 
veys and provides liaison with the agencies. Service direction pro- 
vides top supervision over all FSS operations and includes my im- 
mediate office as well as the 10 regional directors. 


ee a ER ee 
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Mr. Tuomas. How many people do you have in both? How many 
—_ do you have in your own office? Is this figure in man-years? 

Mr. Bran. Supply management has 38 positions, all in central 
office whereas service direction has a total of 48, 18 in central office 
and 30 in the field. 

Mr. Tuomas. Bodies? 

Mr. Bean. Yes, that is bodies. 

Mr. Tuomas. Now about the 38. It looks too heavy again. 

Mr. Bean. These supply management functions were in Federal 
Supply Service before, but were scattered throughout the organiza- 
tion. Part were in Stores operation, a part were in Purchase and in 
other places. We have put them all together under one head. 

Mr. Tuomas. How many have you eliminated ? 

Mr. Bran. So far we haven’t eliminated any. 

Mr. Tuomas. And you added two? 

Mr. Bran. We are doing a greater amount of service with them. 

Mr. Tuomas. My first impression is always my best and I’ve got “top 
heavy.” Am I right or wrong? I say that on activity 6 and on 5 [ 
say “do we need this setup in view of my distinguished friend, Brother 
Bean, on article No. 6.” Brother Bean is a great merchant and he 
doesn’t need all these people. 

Mr. Bran. I need help the same as anyone else, I am afraid. 

Mr. Jonas. How did you get along in 1956 with only 15 people in 
supply management if you are going to need 37 in 1958? 

Mr. Bean. We just didn’t do the job we were supposed to do. That 
is the short, fast answer on the thing. 

Mr. Jonas. You mean you are going to save money for the Govern- 
ment if we give you these extra men? 

Mr. Bran. Yes, sir. 


ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. Then, Mr. Jonas, comes Judge Medley—you know we 
made a lawyer out of him—with administrative operations, a little 
$693,000 for financial, administrative, legal, and planning services. 
Mr. Medley doesn’t have all this but this is his funds. Put page 132 
in the record at this point. 

(The information referred to is as follows:) 


Administrative operations 


Amount 

al is sana ete sph etensn pnts eure ctuen es catalan onic AK ies ce ied aieiad $608, 400 
Ne ainsi. socsseutige cetnemietanesnepileacapeva civ apeinay els aamad-+akeevenaelieataianadeiitaaeaanne +84, 600 
NOGG. ssbkaibwta dni hi dL tle ahh iendaeaeb 693, 000 
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HIGHLIGHT 


Financial, administrative, legal, planning, and coordination services required 
to support this program are provided by the integrated staff organization of GSA. 


- 























1956 | 1957 1958 
Distribution of cost by subactivity: 
eo OE eee Sao $247, 323 $318, 500 $319, 700 
(6) Planning and agency services -._._......._-- ahve Mets 106, 693 129, 200 142, 200 
(c) Administrative services...............-.-....-..---.- 59, 488 69, 300 88, 900 
ep MMMM WeNNOt 2 fee uli lit dS 72, 533 91, 400 105, 100 
en Mey et a. wcanwoece hs Sank 486, 037 608, 400 655, 900 
Contribution to retirement fund--...._.........--..-.-..--..-|---------- tb bdo dessae bok +37, 100 
Estimate 1958_...................- ae I doink hii adds ER te aE is tn mtnalen 693, 000 
Estimated man-year equivalent__...................-- oleate 65.7 84.7 90. 2 
Workload for selected functions: 
Financial services: 
Employees payrolied ._...............-.-.--..---.--- 467 593 789 
8. i. tconnenshinweshonnedmenes 22, 804 25, 900 29, 700 
TEED PRU docs. neon dan uw nce lab decd cacous 1, 144 1, 500 1, 600 
Administrative services: 
Personnel, employees serviced. ...................-.-- 467 593 789 
Compliance investigations completed __._.....-...---- 50 55 60 
Personnel security investigations processed. -..._-...-- 326 350 350 
Legal services performed....................--....---.-- 8, 735 9, 400 11, 100 


Based on workloads which will be generated by the personal property manage- 
ment programs of Federal Supply Service proposed for 1958, it is estimated that 
the cost of administrative operations, excluding contributions to retirement 
fund, will be $655,900 or 10.8 percent of $6.1 million requested for “Operating 
expenses, Federal Supply Service” for 1958. This is a reduction from 14.1-per- 
cent ratio for 1957. Estimate based on anticipated lower cost-ratio for addi- 
tional volume of work. 

The amount for 1957 includes $163,600 for support of the “Utilization and sales” 
activity of which $98,000 is from the direct appropriation for “Operating ex- 
penses, Federal Supply Service” and $65,600 is from proceeds of sales. For 
1958 it is proposed that the entire cost of supporting that activity ($164,009, 
plus $9,200 contribution to retirement fund) be financed from proceeds of sales. 

Mr. Tuomas. Financial services $319,700. And we are going to 
plan more here, about $142,000 worth. Then in administrative serv- 
ices $88,900, that is housekeeping. But planning services has an- 
other $142,200 and Mr. Bean already has 92 people in 2 different 
shops over here, planning. Can’t we cut out all this, Mr. Medley ? 

Mr. Meptey. No, sir. 

Mr. Tuomas. At least this item (0b), $142,200 for planning and 
agency services under administrative operations. That is nothing 
but planning. Where are these people located ? 

Mr. Meptey. Mr. Chairman, could we discuss item 5 a little more? 

Mr. Tuomas. Let’s stay with planning and agency services under 
administrative operations and we will give you the bridle. 

Mr. Meptey. Well, I believe 

Mr. Tuomas. Where are these people, are they in Mr. Bean’s shop, 
too? 

Mr. Meptey. No, sir; here under Mr. Hilton, sir. 

Mr. Tnomas. The Assistant Administrator. 

Mr. Meptey. I thought you would take up all of these administra- 
tive operations items together at the end of the hearings. 

Mr. Tuomas. He is no merchant. He is a lawyer. He is a busi- 
nessman, but he is no merchant, is he? 
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Mr. Meptey. Well, I have found he is pretty good on most anything. 

Mr. Tuomas. But these people are not in Mr. Bean’s shop. 

Mr. Meptey. Again, this is the share of the cost of the consolidated 
staff activity. 

Mr. Tuomas. Here are the planning people. Why do you need 
$142,000 worth of planning when you have the best man in the country 
running your stores and he has 92 different people in 2 different 
setups‘ These are not even in his shops. These are in the Assistant 
Administrator’s office, aren’t they ? 

Mr. Meptey. We have all of that broken out by appropriation. 

Mr. Tuomas, I know that. You don’t have to go any further, here 
it is right here and I am asking you what you are doing about it. 

Mr. Meptery. Mr. Hilton is not present and I would like to see him 
have a chance at defending that. 

Mr. Tuomas. You better get Mr. Hilton over here. How is he going 
to make any contribution to Mr. Bean, now, when Mr. Bean is the 
best merchant in this country? Mr. Hilton is no merchant. 

Mr. Fiorre. He has been running the business a long time, including 
a big one for the State of Pennsylvania. 

Mr. Jonas. I would also say there is some duplication. 

Mr. Forte. There is no duplication here. In Mr. Bean’s shop 
they are planning for operations. They make no agencywide policy. 
An administrator doesn’t make any money doing that. I think you 
should explain the difference. The small group that he has of 18 peo- 
ple in the central office and 30 in the regional offices are all concerned 
with directing supply operations. 

Mr. Tuomas. Why go into this division of labors, Mr. Administra- 
tor? Here is a man who is an expert in the field. He is retailing 
and if he doesn’t know how to buy and to do the rest of it, who does? 
Why can’t it all be wrapped up in one package? He is not actually 
selling the merchandise in the store, he is supervising. I expect he 
knows as much about the buying, or maybe more than anybody. Can 
it be wrapped here? Is there anything to be saved ? 

Mr. Fioere. One explanation—and I wish you fellows would pick 
it up, you are running it directly, but under Public Law 152 we are 
supposed to improve the purchasing departments of all agencies. 
Now, this is a part of their work. Won't you tell them something 
about that ¢ 

Mr. Bean. Mr. Leeper, won’t you tell them ? 


SUPPLY MANAGEMENT 


Mr. Leeper. Getting back to supply management, Mr. Chairman, 
“Supply management” is the same old title used for a practically new 
organization, as Mr. Bean mentioned at the start. You may recall 
in years gone by when we have come up here for hearings on this 
program, we have talked about having a small staff of survey people 
who studied supply operations in other agencies and then came up 
with recommendations for improvement, with the idea of getting fixed 
target dates for implementation and that sort of thing. 

You will recall last year, Mr. Chairman, we described to you a new 
idea, resident liaison officers with the principal agencies. Its purpose 
was to provide a current picture across the board about what was 
going on in supply activities in Government agencies. The plan was 
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to have a small group of people assigned on a full-time basis to the 
12 major civilian agencies that account for better than 99 percent of 
civilian supply expenditures. This supply management activity for 
1958 includes that particular part of the operation. We now have on 
board 6 men who are assigned to the 12 major agencies. It means that 
each one has to cover two agencies. These fellows are constantly 
studying the internal supply operations of the agencies, with a view 
to finding ways and means whereby we can devise new techniques that 
will get improvement and economies, and also to evaluate the effect 
of our internal service program. 

Mr. Tuomas. How effective is that? We see a lot of agencies 
and you do too. You have people going around shaking hands and 
creating goodwill with your customers. That is understandable. 
But if this agency over there wants to throw away some money and 
buy something they have no business buying, your man is not going 
to tell them not to do it and if he tells them not to do it, he won’t be 
welcomed back in that agency in another 30 days. Isn’t that about 
the length of it? 

Mr. Fvoere. I think a good example of how effective this kind of 
thing can be is in the Archives service, on records and paperwork man- 
agement. That is what we are doing there and we are doing it very 
effectively and we are effecting a lot of big savings by helping them 
get their paperwork management in better shape. This is a continu- 
ation of that idea in the field of supply. 


Tuourspay, Freeruary 14, 1957. 


Mr. Tuomas. Will the committee please come to order. 
Expenses, Surety Distrrpution 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 








1. Stores operations............-..----- dablvatasaliaicnds $7, 717, 121 $7, 937, 000 $11, 124, 900 
Saree GOT ONIONS... «obi ~ cin dds bee padep idence gens silos 2, 860, 5 3, 323, 000 4, 213, 200 
co ccc secatcesocbeciselebetateces 565, 914 820, 000 1, 100, 900 
4. Administrative operations................-.....------- 2, 688, 595 2, 990, 000 3, 561, 000 
5. Equipment maintenance... ..-. ine ddignanbdeiidatua® 72, 616 | ..--.- pniietiseinatinieeggerinlma 

ON 8 decade thins 40s pnt Gs oe whiecniwepin abi 13, 904, 773 15, 070, 000 20, 000, 000 

Financing: 

Comparative transfers from (—) other aecounts._-_-.-.._-- OF, O08 1iks:. chek Ak biden. 
Unobligated balance no longer available. ---__-- cts AEE Bini aah ob homed analinnetedlieaie 





Appropriation (adjusted) ..........-.....----...-------- 14,075,000 | 15,070,000 | 20, 000, 000 


NO 
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Obligations by objects 


Total number of permanent positions 


Full-time equivalent of all other positions. ; dibicbleeth badd 


Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary...........---.--- 
Average grade _. 
Ungraded positions: “Average salary 


Pers*nal services: 
Permanent positions-_--.-_- 
Positions other than permanent.. 
Regular pay above 52-week base. - 


1956 actual | 1957 estimate at 1958 estimate 


| 
| 


1, 834 
38 


2, 255 
38 








$5, 867, 536 | 
372, 320 | 
26, 983 | 


$7, 385, 600 
150, 000 


Payment above basie rates 





7, 535, 600 
110, 000 | 
330, 000 
183, 800 

2, 056, 800 | 
289, 000 | 

1, 235, 700 


Total personal services.............-.------ Us. 6, 598, 131 | 
Travel.__- wa wean na = 2-2 2-2 222+ -- ee : 67, 678 
Transportation of ‘things... we 305, 228 | 
Cemmunication services . 206, 452 
Rents and utility services__.__---- 2, 179, 321 
Printing and reproduction _. 254, 531 
Other contractual services _.._-. : 1, 277, 486 

Payment to “Administrative operations fund, 
eral Services Administration’ . | 2, 688, 595 
Services performed by other r agencies... wt. 2otnads 40, 329 
Supplies and materials... ....~- IAP 223, 001 
Equipment... -.. 5 scien Senge sins en aianea es 35, 932 
Lands and structures ._- sh dcdbiindiicd 6, 709 
Grants, subsidies, and entributions: 
Contributien to retirement fund _ - bindet ahaa adeanaie tne 
Refunds, awards, and indemnities - - Det tena 8, 350 
Taxes and assessments... ---- 3 i 13, 080 | 


Total obligations...__-- 


a8 





23 


SEyye 
B32 seszess| 


= 8 
SS 
8 





--| 13,904, 773 | 
i i 


Budget authorizations, expenditures and balances 





| i | STAD me PP 
| 1956 actual | 1957 estimate | 1958 estimate 


a apap 


| en 


BUDGET AUTHORIZATIONS AVAILABLE | 
| ' 


Pa 

Transferred from ‘‘Sites and planning, purchase contract, and 
public buildings ey General Services Administration” | 
(70 Stat. 165) 


-| $13, 625,000 | $15, 070, 000 $20, 000, 000 


15, 070, 000 
872, 370 


Adjusted appropriation. ___- 14, 075, 000 | 
Obliga balance brought forward L luvvusie 1, 080, 839 
Increase in prior year obligations ___...............-..-...-.-.. 40, 488 
Restored from certified claims account eal 


Total budget authorizations available__.-- - 


” 543, 318 





15, 196, 3 





EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations... _._- 


12, 990, 973 
Out of prior authorizations.._.............- dial iecatatet | 


1, 118, 780 | 


Total expenditures. 1........--..--.-2222.-5.2.040-220. | 14,109,753 | 15, 400, 000 
Balance no longer available: | 
Unobligated (expiring for obligation) -- enéetaaeic’ 
Other_. 
Obligated balance carried forward. 


Total expenditures and balances___. 


14, 550, 000 
850, 000 





1, 743, 318 
20, 543, 318 


15, 196, 327 | 15, 943, 318 | | 


We will take a look at “Expenses, supply distribution.” This is the 
backbone of your supply service. 

Mr. Reporter, would you insert the very fine summary on pages 138, 
139, and 140 and follow it with the table on page 137? 
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(The information referred to is as follows :) 


Expenses, supply distribution 


hak i ea El hh ks bd aie cedeb nea e ind _.. $15, 070, 000 
SO, DOE Gist ere edie pry id nines eemecnsetaenatireiinn eta 1, 030, 000 
Te et nici aageueeguenandanpbartandame nabs 16, 100, 000 
ane Si a ne ae ba akbar hee +3, 900, 000 
Bandas hlk cehaetierniiatba site serene Nahi Sledeninrsven pint tin cess toca acnteiptatgebamet 20, 000, 000 


GENERAL STATEMENT 


“This appropriation provides for expenses of operating the nationwide supply 
system whereby common-use commodities and services are sold to Government 
agencies from stocks of 12 supply depots or by direct delivery from suppliers, 
whichever is more economical. Cost of commodities and services is initially 
financed from the general supply fund, subject to reimbursement by ordering 
agencies. Total sales for 1958 are programed at $252 million as compared with 
$212 million programed for 1957 and $175 million for 1956. Sales for 1957 
have increased materially since the appropriation was made necessitating a 
supp'emental appropriation estimated at $1,030,000 which appears at the end of 
this chapter. The appropriation request for 1958 is $3,900,000 above the supple- 
mented amount for 1957 and includes (a) $580,000 as a contingency against 
inability to obtain Government-owned space for expansion of warehonses, (b) 
$305,000 for physical improvements to alleviate fire hazards, (c) $2,221,000 for 
increased costs of operations and staff support for $40 million increase in sales, 
of which $1,074,500 is a contingency against increase in total sales above $237 
million.” (From the budget for 1958.) 

A new approach for financing the expenses of supply distribution is proposed 
in the estimate for 1958. It provides (1) a firm estimate which wil! permit 
handling a volume of sales at substantially the going rate at the end of 1957 plus 
a small increase in yolume due to new purchase assignments from the Department 
of Defense, and (2) contingent amounts to become available only upon appor- 
tionment by the Bureau of the Budget (a) to handle additional sales reasonably 
estimated for 1958, based on current trends and anticipated developments under 
the program for increased supply support to DOD, as they materialize, and 
(b) for the leasing of additional warehouse space for the expanding program 
where suitable Government-owned facilities cannot be made available. 

Experience during the 3-year period 1955-57 points up the need for a method 
of financing increased costs of sales expansions more quickly than through the 
supplemental appropriation procedure. 

Adverse operating situations were created in both 1955 and 1956 when it was 
necessary to seek supplemental appropriations. Due to the time lag in the 
appropriation process, large backlogs of work were built up at the stores denots 
which resulted in poor service to the agencies and criticism of GSA. 

We face the same situation in 1957. The need for additional funds is apnarent 
by the continued high intake of orders and progressively poorer service to cus- 
tomer agencies. Lack of additional financing at this time makes it impossible 
for GSA to increase staff to meet the workload. The average work in process 
at the warehouses on June 30, 1956, was 8.3 days. As of November 30, the average 
had increased to 10.3 days. We can logically expect the situation to get worse 
because the volume is always heavier in the last 6 months of each year. Conse- 
quently, the budget for 1958 recognizes the need for a 1957 supplemental item 
of $1,030,000 under the head “Proposed for Later Transmission.” 

Conditions also indicate that steps should be taken to lower the annual stock 
turn from 3.9 as of June 30, 1956, to about 2.5 to insure the availability of 
stocks and reduce back orders to a minimum. As an aid in accomplishing this 
objective, the budget also recognizes the need for a 1957 supplemental item for 
later transmission for increasing the appropriated capital of the general supply 
fund by $10 million. 

The budzet estimate of $20 million under the new approach for 1958 is an 
increase of $3,900,000 over 1957 as supplemented. This increase consists of 
two parts: 


(1) $2,200,000 under the firm estimate, of which (a) $748,500 is for 
contribution to the retirement fund, (b) $1,146,500 is for handling an 


EE Sg I EE ED 
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increase in total sales from $212 million in 1957 to $237 million, and (c) 
$305,000 is for providing essential fire and safety measures in supply 
warehouses, 

(2) $1,700,000 is an additional contingent estimate including (a) $1,074,- 
500 for handling a further increase in sales from the $237 million level to 
the probable $252 million, (0) $45,500 for contribution to the retirement 
fund, and (c) $580,000 for leasing additional warehouse space in the event 
Government-owned facilities are not available. 


Savings resulting from lower prices obtained on large-scale purchases during 
1956, after considering normal purchasing practices of ordering agencies, 
amounted to $48.1 million. Program expansions contemplated in this estimate 
are expected to increase savings from these activities to $56 million in 1957 
and $66 million in 1958. 

Sales volume and cost data for 1956-58, showing application of the flexible 
financing proposed for 1958, follow: 


: 
; 
3 
‘ 
3 
j 


ee 
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GENERAL SuppLty FuNp OPERATIONS 


Summary of workload, sales, purchasing, and cost data 






































1957 | 1958 
1956 actual| = ——C—SStCS noe creer on 
Appropria-| Inclnding | Firm | ‘Total 
tion supple- appropria- | appropria- 
mental tion tion 
~~ -« —— 95. + ee a jeter f bh — Been 
A. Stores items (in millions): 
Purchases for direct delivery _----.- $7.3 $12.0 | $12.0 $18.0 | $18.0 
Net changes in undelivered orders-. —2.2 —2.5 —2.5 —3.0 —3.0 
Sales by direct delivery... .....--- 5.1 9.5 9.5 15.0 15. 0 
Sales from depot stocks_ ....-...-.- 91.9 102. 5 | 114. 0 | 120.5 130. 5 
Sales from fuel yard.............--- 4.5 4.5 | 4.5 4.5 45 
Total sales (stores items) -......-- 101.5 116.5 | 128. 0 | 140.0 | 150.0 
Military agencies__.......--- 65.1 81.4 90.6 | 101. 2 | 110 5 
Civilian agencies ._.......-.. 36. 4 | 35. 1 37.4 | 38.8 39.5 
Unit costs (per $100 of sales): ee z ERR e RR ee 
Operating expenses (1957 basis) 9. 43 9. 51 9. 26 | 8.70 | & 70 
Space and related costs _......- 2. 60 2.18 2.12 | 2. 31 2. 23 
Contribution to retirement 
cals celeaeturbeien sab iusiagh iene Dibiicdicesssoehicnen A maniaes adi niieduteimaiaan ae 46 | . 46 
Total unit cost_.........--. 12. 08 | U1, 69 11. 38 | 11.47 | 11. 39 
Performance cost (by activities): |~ | es th eT 
1. Stores operations ............ 7, 560, 639 Ve 937, 000 8, 692, 500 9, 361,400 | 9,898, 100 
(a) Storage and issue.._.| 4,918,771 | 5, 400, 000 | 5,978,200 | 6, 128, 400 | 6, 555, 100 
(b) Space and related | 
——" nae 2,641, 868 | 2,537,000 | 2,714,300 | 3, 233,000 | 3, 343, 000 : 
j————__— ——— ——| — me j 
2. Buying operations. ___....... 1, 811, 734 2,317,200 | 2,386,500 | 2,400,800 2, 679, 400 
3. Inspection operations ....-. .| 489, 429 730, 000 768, 100 | 789, 300 880, 000 
4. Administrative operations. .| 2,355, 200 2, 630, 000 2,720,000 | 2,858,000 | 2,932, 200 ' 
Contribution to retirement | ; 
PE SedasiwoG d6tin ans Sabo eker stash.’ 652, 200 | 692, 000 f 
| ee ee —— : | eomeeerees i 
Total performance cost......| 12 , 217, v02 13, 3, 614, 200 14, 567,100 | 16,061,700 | 17,081, 700 ' 
—- — . j 
Operating expenses .--.--| 9, 575, 134 11, 07, 200 11, 852, 800 | 12, 176, 500 13, 046, 700 
Space and related costs..} 2, 641, 868 2, 537, 000 2, 714, 300 3, 233,000 | 3, 343, 000 
Contribution to retire- 
ES ctann scoadcel cna hisedos incunbtantdecioebantccmseel 652, 200 | 692, 000 j 
B. Nonstores items (in millions): ee een aensetsli deleeisicens "a 
a lation asic calccnsdcone 77.5 74.5 79.5 95.0 | 100. 0 
aa etal temtinaaaals naiinniennt — atall chtat : 
Military agencies. _...........- 15.0 | 20.0 20.0 | 32. 5 37. 5 ; 
Civilian agencies----..........- 62.5 | 54.5 | 59. 5 62. 5 | 62.5 
Net change in undelivered orders__...- tin Ao wR. <skee = 20! £420 
Total sales (nonstores items) - .....--- 5 73 8 F 800 84 0 97.0 r “102 0 
Paid direct by other agencies... -_| 19. 5 20.0 21.0 21.0 21.0 ; 
Paid through GSF_............ | 54.3 60.0 63.0 76.0 81.0 ' 
Unit cost (1957 basis)...................| 1.98 L. 82 ei... aed... ae 
Contribution to retirement fund._----_|__....____ : ; 0.10 0.10 ; 
Total cost (per $100 of sales) _......--. 1, 98 | 1. 82 1, 82 1. 99 1. 99 
Performance cost (by activities): eta teat ee LEER Cn etn Ce eee 
2. Buying operations___........---- | 1,048,793 1, 005, 800 1, 065, 200 1, 252, 500 1, 318, 500 
3. Inspection operations __......-- 76, 485 90, 000 7, 700 159, 500 167, 800 ‘ 
4. Administrative operations __-_. 333, 395 360, 000 370, 000 425, 000 445, 000 i 
Contribution to retirement fund _| e ald as 9, 309 192, N00 
Total performance cost-...-.--.. 1, 458, 67 3 1, 455, 800 1, 5382, 900 1,933,300 | 2, 033, 300 
Total sales (in millions) -_...........-.-.--- * : 175 3 ; 196. 5 |. 212. 0 237.0 Y 252. 0 
Unit cost per $100 of sales (1957 basis) Dobe 7. 80 7. 67 7. 59 7. 28 7. 27 t 
Total performance cost 1957 basis). ........| 13, 675, 675 | 15,070,000 | 16,100,000 | 17, 246, 500 18, 321, 000 } 
Contribution to retirement I dtc nach ease cram ie ate i i anaat oan 748, 500 794, 000 t 
Total performance cost, adjusted | oa r Ca ae ie? | 
basis _- ...| 13,675, 675 | 15,070,000 | 16,100,000 | 17, 995, 000 19, 115, 000 } 
Unit cost per $100 of sales (including retire- | j 
NE TG So 5 LA ile catiniah canine chee 7. 80 7. 67 7. 59 7. 59 7. 59 } 
Nonrecurring space costs de al 156, 482 |_...- sicedsinaedisid ae tusadsieiens 305, 000 305, 000 
Reserve for space contingencies. _._-_-- pols Mediate sha | a an 580, 000 
Grand total costs...........-.- ---++-| 13,832,157 | 15,070,0C0 | 16, 100,000 | 18,300,000 | 20,000, 000 
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Summary reconciliation of 1958 estimate to 1957 funds 


A. 1957 appropriation in annual act 
1957 appropriation in supplemental act 
Proposed supplemental 


Comparative total for 1957 
B. Increases in 1958: 
Under firm estimate: 
Handling increased sales, $212 million to 
$237 million $1, 146, 500 
Alleviate fire hazards in warehouses 805, 000 
Contribution to retirement fund 748, 500 
Under contingent estimate : 
Handling further increased sales, $237 mil- 
lion to $252 million 1, 074, 500 
Leasing of additional warehouse space 
where Government-owned facilities are 
not available 580, 000 
Contribution to retirement fund 
1, 700, 000 


Total estimate for 1958 . 20, 000, 000 


Analysis by activities 


Additions 


1957, Firm estimate 
Activities adjusted 


Contingent estimate 1958, 
estimate 


Retire- ¥ | Retire- | 

Program ment | Program| ment 
| | 
o 

| 

| 

| 


| | fund fund | 


| 
$426, 700 $17 000 | 
690, 000 | 3, 300 | 3s 


. (a) Stores operations $5, 978, 200 | $150, 200 | $273, 500 
(6) Space and related costs 2, 714,300 | 518, 700 48, 000 
(c) Nonrecurring costs ate 305, 000 

. Buying operations 3, 451, 700 | 201,600 | 200,400 | 344,600 | 14, 900 

. Inspection operations --.....-.....--.- 865, 800 83, 000 48,600 | 99,000 | 4, 500 | 1, 100, 900 

. Administrative operations............| 3,090, 000° 193, 000 178, 000 94, 200 5, 800 | 3, 561, 000 








16, 100, 000 | 11, 451, 500 748, 500 |1, 654 500° | 45, 500 |20, 000, 000 
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Mr. Tuomas. It shows this year you want in the way of expenses, 
$20 million against $16,100,000 for last year, which is an increase of 
$3,900,000. 

It might be well to read this paragraph even though it is in the 
record : 

This appropriation provides for expenses of operating the nationwide supply 
system whereby common-use commodities and services are sold to Government 
agencies from stocks of 12 supply depots or by direct delivery from suppliers, 
whichever is more economical. 

Yesterday you testified that you save 14 to 15 percent on purchases. 
We more or less agreed that we hoped you were right in that figure. 
The way you arrived at that figure was through the use of many 
experts who knew market conditions, knew prices, and it was further 
agreed that the 14 percent estimate was a better price by 14 percent 
than the normal wholesale price. 

Is that correct, Mr. Bean ? 

Mr. Bean. Thta is correct, sir, but that was for supply schedule 
contracting which is not in this operation. 

Mr. Tuomas (reading) : 


Total sales for 1958 are programed at $252 million as compared to $212 million 
in 1957, and $175 million for 1956. Sales for 1957 have increased materially 
since the appropriation was made necessitating a supplemental estimate of 


$1,030,000. 
That is to be considered by this committee later ? 
Mr. Bean. Yes, sir. 
Mr. Tuomas (reading) : 


The appropriation request for.1958 is:$3,900,000 above the supplemented amount 
for 1957 and includes (a) $580,000 as a contingency against inability to obtain 
Government-owned space for expansion of warehouses; (0) $305,000 for physical 
improvements to alleviate fire hazards: (c) $2,221,000 for increased costs of 
operations and staff support for $40 million increase in sales, of which $1,074,500 
is a contingency against increase in total sales above $237 million. 

(Discussion held off the record.) 

Mr. Tuomas. This table on page 137 is a good table. It sets out 
your breakdown in very fine form. You have about 4 categories, 
and 1 is broken down into 2 or 3 parts. 


NEW PROVISION FOR EXPENSE OF INCREASED SALES 


T will underline this: 


Experience during the 3-year period 1955-57 points up the need for a method 
of financing increased costs of sales expansions more quickly than through the 
supplemental appropriation procedure. 


I have the word “why” written there. What has been your 
experience ? 

Mr. Bran. At the present time we are now operating on an estimated 
volume of $116,500,000 for store sales. That is shown on page 140 
under the 1957 column. Our current trend at this moment is $137.2 
million, so right at the moment we are the point where we do not have 
enough operating funds actually to fill the orders. 

We have proposed a supplemental estimate for 1957 pending. 

Mr. Tuomas. You are not talking about working capital but ex- 
pense money ? 
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Mr. Brean. That is right; expenses of operations to fill the orders. 

Mr. Tuomas. We go through the same thing every year, do we not? 
Mr. Medley a a glowing picture of your increased business. We 
have never been too modest about predicting that increase. Some 
i it comes about and some years it doesn’t come about. The agency 

as been going along and doing quite well under that pattern. 

Mr. Bran. It has been growing very rapidly. 

Mr. Tuomas. On page 139 let me point out some more language. 

The budget estimate of $20 million under the new approach for 1958 is an 
increase of $3,900,000 over 1957 as supplemented. This increase consists of 
two items: (1) $2,200,000 under the firm estimate, of which $748,500 is for con- 
tribution to the retirement fund, $1,146,500 is for handling an increase in total 


sales from $212 million in 1957 to $237 million, and $305,000 is for providing 
essential fire and safety measures in supply warehouses. 


ADDITIONAL SAFETY MEASURES IN WAREHOUSES 


What about these safety measures? 

Mr. Bran. I have here, sir 

Mr. THomas. You haven’t 4 night watchman in a single one of these 
warehouses, and they don’t want a night watchman. They think it 
is too expensive. They have some kind of arrangement to phone the 
fire department if fire breaks out and if somebody catches it in time 
it is all right. You also have an overhead sprinkler system. 

You want to put in $305,000 for providing essential fire and safety 
measures in supply warehouses ? 

Mr. Bran. That is in locations where we do not now have sprinkler 
systems. 

Mr. Tuomas. Where are those? Is that set out here? 

Mr. Daty. It is not in the printed justification. I have the in- 
formation here. 

The safety engineers of Public Buildings Service make inspections 
of our facilities every year and recommend to us the types of safety 
measures we should take to protect our inventories. 

Specifically, we are asking for additional flammable storage areas 
in the Franconia warehouse costing $75,000; additional flammable 
storage area in Atlanta; a sprinkler system at Cleveland at $90.000; 
and a fire wall at $3,000; flammable storage areas at Dallas, San Fran- 
cisco, Los Angeles, and Seattle. The safety engineers say these flam- 
mable storage areas are necessary for the storage of paints, linseed 
oils, and other flammable commodities. 

Mr. Tuomas. That is common knowledge; is it not? 

Mr. Daty. Yes, sir. 

Mr. Tromas. What will you do in those buildings? When you had 
them built why didn’t you think about it then? Most of these build- 
ings were built under your plans and specifications. 

Mr. Daty. That is correct, sir, but in many cases this is an extension 
of the present flammable storage areas required for larger inventories. 

Mr. Tomas. Most of these buildings were among the better build- 
ings. At least they have a firebreak in them; have they not? 

Mr. Daty. Yes, sir; but in most of these it is a question of extending 
the area and making it larger. They have a firebreak, but we use all 
of the present space and the safety engineers recommend an extension. 

Mr. THomas. How many locations? 

Mr. Daty. Seven locations, sir. 
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Mr. Tuomas. You will spend $305,000? 

Mr. Dary. $305,000. 

Mr. Tuomas. $45,000 for each place. What will you do with that? 
What can you build with that $45,000 ? 

Mr. Day. $75,000 for the additional flammable storage space at 
Franconia, $1,000 for the flammable storage area in Atlanta, a very 
small extension 

Mr. Tuomas. You can build a lot of wall for $1,000; can’t you? 

Mr. Daty. The sprinkler system is a very expensive item. That is 
at Cleveland. It is a Government-owned facility. At Cleveland, 
the firewall will cost $3,000. 
= Tuomas. You mean that building in the railroad yard at Cleve- 
and ¢ 

Mr. Daty. Yes, sir. 

Mr. Tuomas. From whom did you take that over; the Army? 

Mr. Bean. Yes, sir. 

Mr. Tuomas. You are using about one-third of it? 

Mr. Dany. The size of the inventory has increased considerably. 


POSSIBLE CONSOLIDATION OF WAREHOUSES AT CHICAGO AND CLEVELAND 


Mr. Tuomas. The General Accounting Office suggested you should 
combine Cleveland with Chicago. 

Mr. Bean. The business has grown so much, sir, we couldn’t possibly 
combine the inventories. It has taken all the space at both locations 
to hold the inventory. In those 2 locations, Chicago and Cleveland, 
we have about a 35-percent increase in business. We are making very 


good use of both of those locations, but we have reduced the operating 
expenses down to the very bare minimum. 

Mr. Tuomas. Do you have a map showing the area served for the 
Chicago office? It would seem it is the most productive business area 
you have; is it not? 

Mr. Bean. Other offices do a larger volume of business, but we serve 
a greater territory in square miles there, and as a result of that—— 

Mr. Tuomas. You havea map here. Let us check it. 

What do Chicago and Cleveland serve? 

Mr. Bean. All of Illinois, Indiana, Ohio, Kentucky, Michigan, 
Wisconsin. 

Mr. Tuomas. Do you need both of those spaces? The General 
Accounting Office says you do not. 

Mr. Bran. They suggested that on the basis of expense. We have 
reduced the expense now to where we call that a subdepot. We have 
transferred all of the activities excepting just handling of merchandise 
to the Chicago office. 

That reduction is now down to the point where we are handling 
merchandise at a cost of about 4 percent, whereas before, where we 
did buying and many other activities, those activities have all been 
transferred to the Chicago office. 

Mr. Tuomas. You think you should keep both going? 

Mr. Bran. Yes, sir. We couldn’t put all the inventory necessary 
to serve all that territory in the Chicago plant. 

Mr. Tuomas. What is the amount of inventory in the Cleveland 
office as compared with the amount of inventory in Chicago? 
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Mr. Daty. In Chicago in 1957, we will have $2,400,000 in inventory 
and at Cleveland $1,900,000. 

Mr. Tomas. $500,000 difference?” : 

Mr. Dary. Yes, sir. The sales difference is this: In 1957 Chicago 
will have a sales volume of $5,600,000 and Cleveland, $4,500,000. 

Mr. Tuomas. What is the volume in some of the other big offices? 

Mr. Bran. New York $9 million, Washington $15 million, Atlanta 
$12 million, Dallas $10 million. 

Mr. Tuomas. Those offices have more than the two combined. 

Mr. Bran. They have more space, also. 

Mr. Tuomas. I don’t understand this. If you have a half-dozen 
offices where in one area you have more volume than the other two, 
the General Accounting Office must be right. 

Mr. Bran. We could combine them if we had sufficient space to 
put inventory in. We couldn’t put it in the Chicago space. 

Mr. Tuomas. Where are you located in Chicago? 

Mr. Bran. Near the airport. 

Mr. Tuomas. How old is the building?, 

Mr. Bean. Three or four years old. 

Mr. Tuomas. Did you buy it? 

Mr. Bean. We are leasing it. 

Mr. Tuomas. It is under lease-purchase arrangement ? 

Mr. Bean. No, sir. We are just leasing it. 

Mr. Tuomas. How much are you paying for it? 

Mr. Bran. $1.04 per square foot. 

Mr. Tuomas. Pretty high. What goes with it? Do they furnish 
any utilities? 

Mr. Bean. Rents and utilities. 

Mr. Tuomas. All rents and utilities and maintenance, too? At that 
figure that man will build you all the space you want. 

Mr. Bean. I wouldn’t want too much at that, figure. 

Mr. Tromas. How much ground do you have there? 

(Discussion held off the record.) 

Mr. Tuomas. Most of your rent is 65 to 80 cent a square foot in 
the warehouses, is it not ? 

Mr. Bran. Yes, sir. 

Mr. TxHomas. That building in Cleveland is Government-owned 
space? 
oor. Brean. Yes, sir. We pay no rent there. 

You see, we have a little over 200,000 square feet in both locations. 
In places like Washington we occupy 574,000 square feet. 

For the amount of business we have this amount of space is about 
right. 

Mr. Tuomas. If it is all moved to Chicago you would have to have 
another one hundred and fifty to two hundred thousand square feet, 
and that is $150,000 or more to start with, 

Mr. Mepuey. On the basis of the actions we have taken, we have 
discussed that with the General Accounting Office. While they have 
not given us a letter they have indicated no objection. I am sure 
they applaud the steps Mr. Bean has taken to cut: down overhead. 

Mr. Bean. We have eliminated: the overlapping features of opera- 
tions, buying, managing, inspection, and that sort of thing. 
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CONTINGENCY AMOUNT FOR ADDITIONAL LEASED SPACE 


Mr. Tuomas. You have $580,000 for leasing additional warehouse 
space in the event Government-owned facilities are not available. 

What is the contingency there? If you keep what you have and 
fill up what you have you certainly will not need to spend one penny, 

much less $580,000. Every w: arehouse I have been in has been 25 to 
3314 percent. empty. 

Mr. Bean. At the moment we are running a 35-percent increase in 
business, and our space utilization as of the ist of this month was 98 
percent. Weare 98 percent full right now. 

Mr. Tuomas. In all your buildings? 

Mr. Bran. Yes, sir. 

Mr. Tuomas. I want to see that. When is the last time you looked 
them over ? 

Mr. Bean. February 1. 


LEVEL OF INVENTORIES 


Mr. Jonas. Have you considered the possibility that you are over- 
buying and cana 

Mr. Bran. We have considered that, sir. 

Mr. Jonas. Maybe that is the answer to this problem of buying 
increased storage space. Haven’t we a big enough inventory ? 

Mr. Bean. No, sir. We are getting at the present time a 3.4 turn- 
over in all of this space. The way we have to buy, which is different 
from commercial buying, it takes us longer to buy an order by about 
30 days. 

Mr. Jonas. This competition with private business is about on the 
same par with the proposed suspension of building operations. Aren’t 
we contributing to the inflationary trend by competing with private 
business for the storage and the building up of a big inventory? 

Mr. Bean. We are not building large inventories, sir. Whether we 
are competing with private industry you are a better judge to say 
than I am. I know we are saving the Government money by this 
operation. 

INCREASED SALES PROGRAM 


Mr. Jonas. $40 million is the proposed increase in sales during the 
coming fiscal year. You are asking for $2,221,000 to handle it. 

Mr. “Bran. That is correct, including payments to the retirement 
fund. 

Mr. Jonas. Can’t you increase your sales and handle it with the 
same force ? 

Mr. Bran. No, sir. 

Mr. Jonas. Do you have to increase costs every time you increase 
sales ? 

Mr. Bean. That is definitely going down each year. If we go from 
the present $117 million to about $150 million in storage operations, 
we have to nave more labor people to handle incoming merchandise, 
fill the orders, and other things like that. The same number of people 
cannot fill $150 million worth that we are using for $117 million. 
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Mr. Jonas. That would depend on whether the people are fully 
occupied, I have seen many cases in my own limited experience where 
expanded operations have occurred with the same work force. 

Mr. Bran. You are absolutely right. At the present time we are 
running at about $128 million, and I am doing it with the force we 
had hired to do $117 million. I think that is about the limit. 


SUMMARY UNIT COST OF SUPPLY DISTRIBUTION 


Mr. Jonas. This table doesn’t show the unit cost is going down. It 
is $7.59 for 1957, the same as it was before. 

Mr. Bran. Cost in 1956 was $7.80 per hundred. 

In 1957 we expect to have that at $7.67, and in 1958 we are going 
down to $7.59 even though we have to pay 32 cents per hundred to 
the retirement fund for the first time. 

Mr. Jonas. What is this $7.59 item, the second item above the totals 
on page 140% That is unit cost per $100 of sales, $7.59 in 1958 

Mr. Day. The figure of $7.59 also includes the contribution to the 
retirement fund which distorts the figure, sir. 

If you will look about 5 lines above that you will see a figure of 
$7.27. That is the comparable figure. 

If you read that across, in 1956 it was $7.80, under the appropria- 
tion in 1957 it was $7.67, with the expanded business this year we will 
have it down to $7.59, and in 1958 we expect to do it at $7.27. The 
$7.59 figure includes the contribution to the retirement fund which 
could not be properly considered for comparative purposes. 

Mr. Tuomas. Why not? 

Mr. Datry. That is an added expense. 

Mr. Tuomas. Part of doing business; is it not? 

Mr. Daty. Yes; but it is an added expense in 1958 which is not 
shown for comparative purposes in previous years. 

Mr. THomas. You mean it doesn’t make the table look good, but it 
is part of the expense. 

Mr. Brean. We didn’t have it in previous years. 





Stores OPERATIONS 


Mr. Tuomas. Let us look at the operating costs now. Insert page 
142 in the record, please. 
(The information referred to is as follows :) 


Stores operations 





Average employment 








Amount a) ii a Ne 

Department Field Total 
ett ciety. sn elven binckeecenee .| $5, 400, 000 30. 4 966. 6 997.0 
Proposed supplemental. .....-....--- a a +578, 200 +1.7 +114. 0 +115.7 
I cnet eblcesckeanes$a4n8Gecanre : 5, 978, 200 32. 1 1, 080. 6 1, 112.7 
Cea sash. sb ea is +867, 400 +5. 2 +65. 8 +71.0 





PE aaapasingnctagocnappepoerarsesaetoos 6, 845, 600 37.3 1, 146. 4 1, 183.7 
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HIGHLIGHT 


“Stocks of common-use commodities are received, warehoused, and sold at 
cost to Federal agencies through a nationwide system of supply depots. Con- 
tinuous increase in stores sales is shown in the following figures: 1954, $52.8 
million ; 1955, $75.9 million; 1956, $96.4 million; 1957, $118.5 million; and 1958, 
$135 million.” (From the budget for 1958.) 


JUSTIFICATION 


The unit of measurement is sales from stores stock, including the fuel yard. 





al a ign 
1957 1958 


Sales (in millions) : 
Appropri- | Including | Firm esti- | Total esti- 
ation supple- mate mate 
mental 


SD . —+|- — -|— — 


Stores items sales $101.5 $116. 5 $128. 0 $140. 0 $150. 0 
Deduct direct delivery —5.1 —9.5 —9.5 | —15.0 —15.0 


Sales from stores stock 96. 4 107.0 118.5 125. 0 135. 0 
Unit costs (per $100) 5. 10 | 5. 05 5. 04 . 90 | 4. 86 


—— =i== ——4 
Performance cost (1957 basis) ....-.------- 5,978,200 | 6,128,400 | 6,555, 100 
Contribution to retirement fund +290, 500 


OUP FON ns Stroses sccacscescos. jou geupceeuee | 6, 6, 845, 600 

















Operations in 1958, as in 1957 and prior years, are highlighted by continued 
expansion in sales to DOD and the need for improved financing to provide a 
better balance between expanding sales volumes and our operating capacity. For 
1957 this improved balance is proposed as a supplemental appropriation to handle 
an increase of $11.5 million in stores sales over the $107 million previously appro- 
priated for. The estimate for 1958 provides for a further increase of $16.5 
million in sales, of which only $6.5 million, or 40 percent, is provided for under 
the firm appropriation. The remaining 60 percent, or $10 million, is included 
under the contingent appropriation discussed in detail in the general statement 
and will be made available by the Bureau of the Budget only as the increased 
sales materialize. 

Except for minor variations by year in sales to civilian agencies, the increases 
reflect continued expansion of supply support to DOD, begun several years ago 
and phased with its consumption of previously acquired inventories and assign- 
ment of purchase directives. 

The following tabulation shows the distribution of stores sales between military 
and civilian agencies: 


{In millions of dollars] 





1957 | 





I- 
Appropria-| Including Firm Total 
tion supple- estimate estimate 
mental 


Distribution of sales: 
Military agencies 
Civilian agencies. - 





Total sales from stores stock , 5 | 125.0 





EMPLOYMENT 


Mr. Tuomas. This year you want 1,183 people against 1,113 in 1957. 
The field is 1,080 for last year, and you have an increase of 65; 
1,146 for the field in 1958. You have an increase of 5.2 in the Depart- 
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ment, 65.8 in the field, giving you a total of 1,183.7 against 1,112.7. 
You have an increase of 71 altogether over last year? 
Mr. Bean. That is correct, sir. 







UNIT COST PER $100 OF SALES 





Mr. Tuomas (reading) : 
Stocks of common-use commodities are received, warehoused, and sold at cost 

to Federal agencies through a nationwide system of supply depots. Continuous 

increase in stores sales is shown in the following figures— 

Those figures are in the record. 

What is your cost of doing business per unit of $100 of sales? You 
show $5.10 in 1956, $5.05 in 1957, and you will drop down to $4.86 in 
1958. Is that right? 

Mr. Bran. That is correct, sir. 

Mr. Tuomas. What is in the unit cost? What are the elements 
going into making up the $4.86 per $100 of sales? 

Mr. Daty. The elements that go into the unit cost include the sal- 
aries of people that operate the warehouses, other objects such as 
local free delivery, depreciation on materials-handling equipment, the 
costs of printing invoice shipping documents, contractual services. 
Ofttimes when we have peak Seodts and instead of putting on extra 
eivil-service employees, we contract for men and equipment because 
we find private industry can do it a little cheaper for us. 

It also includes cost of packing supplies, crating materials, commu- 
nications costs, and normal office expenses. 

Mr. Tuomas. Do you include your supervisory expenses in the Dis- 
trict of Columbia and its several components ? 

Mr. Bran. That is in line with what we discussed yesterday. It 
showed there were 47 people on my payroll; of the 47 people 30 of 
them are in the field; they average 3 per district. 

Mr. Tuomas. In making up this $4.86, do you include rents? Do 
you charge the contribution to the civil service retirement fund? 

Mr. Dary. The contribution is not included in that; it is shown 
separately two lines below. 

Mr. THomas. What about the rent? 

Mr. Daty. It is not included. That is shown on page 145. 

Mr. Tuomas. If you included rent, what would the figure be instead 
of $4.86? 

Mr. Mepuery. $7.09. 

Mr. THomas. What does it cost the average good department store 
to do this per $100? 

Mr. Bean. In the average department store today production is 
down, and it is costing them about 1214 percent. 

Mr. Tuomas. Rent is about 4 percent, advertising about 2 percent, 
sales about 5 or 6? 

Mr. Bran. Higher than that now. 

Mr. THomas. And miscellaneous is another 2 or 3? 

Mr. Bran. That is right. 

Mr. THomas. 12 or 13 percent, is it not ? 

Mr. Bean. That is correct. 

Mr. Tuomas. How much do you allow in the $4.86 for the accumu- 
lation of hard stock and the ultimate loss you take in the stock? Is 
any of that charged here ? 
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Mr. Bran. No; this is operational expense. 

Mr. THomas. Next time we make up this figure of $4.86 let us lay it 
all on the line and put all the elements of cost in there and show what 
it is. When you get through it will.be 10 or 11 percent, will it not? 
Why put $4.86 in there? Let,us not kid ourselves. Industry couldn’t 
do it for less than 12 or 13 percent. 

Mr. Bran. On page 140 you will see the total unit cost per hundred. 

Mr. THomas. You mean on the table? 

Mr. Bran. Yes, sir. 

Mr. Tomas. That is what Mr. Jones inquired about. 

Mr. Bran. We have operating costs, $8.70 in the last column. Space 
and related cost, $2.23; contribution to retirement fund, $0.46. 

Mr. Tuomas. That is already in the record, is it not? 

Mr. Bean. Yes, sir. 

Mr. Tuomas, Those unit costs were for stores items? 

Mr. Bean. The total unit cost on stores items is $11.39. 

Mr. Tuomas. Unit cost $8.70, and so on, and it averages out $11.39. 

Mr. Bran. Yes, sir. 

Mr. Tuomas. Let us use that figure instead of hiding it. It is not 
really hidden, because a man can find it if he looks hard enough. We 
start with $4.86, then find it is a little higher. Let us put it all on 
the line. 

Mr. Bran. Our big item is labor, and that is where we have a better 
element of control. We watch that all the time to see it doesn’t get 
out of line. 


OVERALL SAVINGS DUE TO SUPPLY DISTRIBUTION SYSTEM 


Mr. Tuomas. You are bound to be buying your merchandise and 
putting it in the agencies at a cheaper price than they can buy it. 

Whether the overall savings will amount to anything, I don’t know, 
because they will keep on spending just the same. 

You are putting it in their possession a little cheaper than they 
can buy it. 

Mr. Bean. We are saving about 30 percent overall, and operating 
expenses are approximately 12 percent, and the difference is a saving. 

Mr, Tuomas. You are bound to save them some money. Whether 
they will throw it away and buy something they don’t need next year, 
that is no concern of yours. Make that short statement again so we 
can understand it. What. is the difference in the saving? 

Mr. Bean. Our initial saving is approximately 30 percent, and 
our overall expense is approximately 12 percent. The difference be- 
teen those, 18 percent, is the amount we are actually saving under this 
program. 

Mr. Tuomas. Suppose it is only 10? 

Mr. Jonas. Did that take into consideration items that become 
obsolete before they are used, and losses from deterioration, and so 
forth? 

Mr. Day. Over a period of years losses from obsolescence and 
damage have run slightly less than one-half of 1 percent of sales, 
which compares very favorably with private industry. 

Mr. Tuomas. You sell that surplus to John Public; do you not ? 

Mr. Brean. We have not had a:surplus sale in a long time. We 
have had no necessity for it. 
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INVENTORIES 


Mr. Tuomas. What is the value of your inventory? 

Mr. Daty. $35 million. 

Mr. Tuomas. Out of the $35 million inventory how much hard 
stock do you have and how much loss will you have to take on it to 
get rid of it? 

Mr. Bran. Three-tenths of 1 percent. 

Mr. Tuomas. No more than that? 

Mr. Bean. No, sir. 

Mr. Jonas. Do you have any table or any records which show date of 
purchase of this stock ? 

Mr. Bean. We have a locator system in the warehouses. 

Mr. Jonas. I would like to know the age of this stock, and how long 
you have had it on hand. 

Mr. Bean. We have it on the locator system. 

Mr. Jonas. Can you give us a document or a table to show that? 
I am not asking you for an itemized list of $35 million worth of prop- 
erty, but it would be helpful if we knew generally the date of stock 
im inventory. 

Mr. Tuomas. You usually have some information as to the number 
of items you have in storage. I do not see it here. Do you have it 
this year? 

How many items do you have in your inventory? Is this it on pages 
146 and 147? 

Mr. Daty. I have it here, sir. I do not believe it is in the printed 
justifications, but in the stores depots we carry about 8,000 different 
items on the average. That varies between depots because we carry a 
line of standard items and a line of special items needed for the par- 
ticular locality. 

Mr. Tuomas. How many times’do you turn this stock a year? 

Mr. Daty. A little over three, sir. 


TOTAL SALES TO MILITARY AND CIVILIAN AGENCIES 


Mr. Txromas. Let me call everybody’s attention to this table at the 
bottom of page 142. 

It is a breakdown of sales between the military agencies and civilian 
agencies. 

In 1956 you sold $61 million to the military agencies. In 1957 it 
was about $83 million, and you estimate for next year it will go up to 
$99 million. Is that right? 

Mr. Bean. Yes, sir. 

Mr. Tuomas. Whereas your sales to civilian agencies are $35 mil- 
lion, $34 million, and $36 million. 

It shows you are supplying practically all of your civilian agencies 
now and you are just getting into the military business. 

Mr. Bran. We are getting more military business in total than we 
are civilian agency business. 


OTHER OBJECTS 


Mr. Tuomas. On page 143 you have $2,047,600 included for other 
objects, and I have noted “more detail needed.” 








1073 


You have $41,500 for travel, $423,200 for deliveries of orders within 
local free delivery zones, $285,500 for rental of materials handling 
equipment from general supply fund. 

What is that item? 

Mr. Bean. Forklift trucks. 

Mr. Tuomas. You rent,them.from the fund? You don’t own the 
property ¢ 

r. Meptey. The fund acquires the property and then we charge 
this appropriation an amount equivalent to the annual depreciation on 
the equipment. That has been our practice, sir. 

Mr. Tuomas. How do you arrive at the figure of $285,500? 

Mr. Mepiey. Annual depreciation on the equipment. 

Mr. Tuomas. How much do you have tied up in the equipment? Is 
that money you have tied up in. equipment and depreciation charged 
into your cost of doing business? 

Mr. Mep ey. It is a charge to doing business, yes, sir. 

Mr. Tuomas. $138,000 for printing forms, procedures, and regu- 
lations. That is a lot of money and no breakdown: $528,700 for con- 
tractual services, including use of the GSA motor pools; $252,000 
for miscellaneous supplies, packing and crating materials; $290,500 
for contribution to the retirement fund; and $75,700 for normal office 
expenses, 

‘hose are very few words for a couple million dollars. 

Do you have a breakdown of that, gentlemen ? 

Mr. Brean. We don’t have a breakdown of the other items, sir. 

Mr. Tuomas. What about the breakdown? 

Mr. Bean. We can furnish it for the record. 

(The information requested it as follows :) 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing.—$4,798,000 provides for 71 additional man- 
years to handle $16.5 million increase in sales from stock. 

Other objects.—$2,047,600 includes: 

(02) $41,500 for 1,804 travel days at $23 by central office officials to provide 
technical guidance and assistance at regional offices and by regional officials at 
each of 12 locations for extension and improvement of storage and distribution 
operations. 

(03) $423,200 for cartage, handling, and other charges incident to local trans- 
portation of supplies and materials to requisitioning agencies located within the 
metropolitan area of the stores depots. 

(04) $57,300 for communication services. 

(05) $285,500 for depreciation of materials handling equipment payable to 
general supply fund. This represents 12.5 percent of equipment valued at §$2,- 
284,000. 

(06) $138,000: $116,000 for printing 2 million sets of invoice-shipping docu- 
ments at 5.8 cents each. $22,000 for printing miscellaneous forms, procedures, 
orders, regulations, and publications. 

(07) $528,700: $275,000 for payments to commercial contractors by fuel yard 
for transportation of fuel oil. $221,000 for payment for use of GSA motor pools. 
$32,700 for use of commercial services incident to receiving, handling, and ship- 
ping warehouse items, including use of labor and equipment. 

(08) $252,000 for miscellaneous supplies, packing and crating materials. 

(09) $12,500 to provide equipment for new positions. 

(11) $290,500 for contributions to retirement fund. 

(13) $5,000 for awards under the employee suggestion and incentive programs. 

(15) $13,400 for social-security taxes for temporary employees. 
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Space AND RELATED Costs 


Mr. Tuomas. Insert pages 145 and 146 in the record. 
(Pp. 145 and 146 are as follows:) 


Space and related costs 





Average employment 











Amount Sica hiiitbit acai a, ia a bela iene 
~y 
Srontoent me Field Gg Total 
1957_____- Leaceovtenedhoanchtest:, Mp SRZAD () | (1) (") 
Proposed supplemental. _ ns lhe +177, 300 ) (‘) () 
ee eee encohe 2, 714, 300 (!) eo () 
GON si sash del i Seth ls isd gid Weiss +1, 260,000 () () | () 
RRL es oe 3, 974, 300 () () | () 
| 
1 No direct employment. 
HIGHLIGHT 


Space is provided for housing inventories and facilities required for operation 
of a nationwide system of stores depots. 

The estimate for 1958 provides for space needed to warehouse inventories based 
upon a stock turn of 2.5 times; increased use of cubage by 31 percent, as com- 
pared to 1956; and reflects GSA’s policy of utilizing to the maximum extent, 
excess Government-owned facilities to provide additional space required for 
expanding operations. In line with the improved financing concept, provision 
is made in the contingent appropriation to finance leasing of commercial space 
where suitable Government-owned facilities are not available. This safety 
valve is necessary because no firm arrangements have been concluded for use 
of excess Government-owned space. While discussions with other agencies in- 
dicate some possibilities, they have not progressed to a point where availability 
of such space at appropriate locations can be assured at this time. 


JUSTIFICATION 


Costs are related to stores sales, as follow: 























1957 1958 
1956 PR Re eee ee eee ib oad ail 
Appropria-| Including Firm Total 
tion supple- estimate estimate 
mental | 
Sales from depot stocks excluding fuel 
Es GOS cic ts mae: irtnon th eroasinwargteoc $9. 9 $102. 5 $114. 0 $120. 5 $130. 5 
Umee Game (War BNO) . .W.. nenn cde sues c-ss. 2. 87 2. 48 2 38 2. 68 | 2. 56 
Performance cost (1957 basis) - ...--- 2, 641, 868 | | 2,537,000 | 2,71 i 14, 300 3, "233, 000, 3, 343, 000 
Contribution to retirement fund (through | 
BM fund) ___-____-- 3. peeebn de faebicssseee hadpestanaenowen] 48, 000 | 51, 300 
Earmarked reserve for space ‘continge NN ES ete og es Me at ee ae 580, 000 
Estimate, 1958._..... Se adeeehals SMeshGasanae Lida id bilads_didtee | 3,281,000 | 3,974,300 
| 


High back-order ratios experienced under stock turns averaging 3.9 times at 
the 1956 year-end sales rate have contributed to backlog conditions prevalent 
at most stores depots during 1956. These conditions have become worse in 1957 
to date. This is the net result of shortages in three areas as measured against 
a background of continuing sales expansions: (1) GSF capital, (2) operating 
funds, and (3) warehouse space. Some relief as to capital required for adequate 
inventory levels was provided by the $18 million ap propriated in 1957 and addi- 
tional capital is proposed under the ‘General Supply fund,” including $10 million 
by 1957 supplemental and $25 million in 1958. Proposed solutions for operating 


IR TE TTA eR I AN ENN I OEE NRT 
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fund shortages are discussed in the preceding subactivity “1 (a) Stores opera- 
tions.” Solution of the space problem proposed in this subactivity is essential 
for effective use of both capital and operating funds. 

The estimate reflects space required to reach a 2.5 stock turn by the fourth 
quarter of 1957 and continuing on that basis during 1958. This is considered 
essential to adequate levels of service. It also contemplates improving the use 
of cubage by providing space needs for inventories based on $9.50 per square 
foot during 1958 as ere to $7.25 per square foot at the end of 1956. 

As compared to a total of 3.9 million square feet in use on June 30, 1956, the 
overall estimate is based on 61 million square feet by the end of 1958, an increase 
of 2.2 million square feet. In determining space financing it was assumed that 
about 57 percent of the increased space will be located at excess Government- 
owned or lease-purchase sites, and that the remaining 43 percent will have to 
be leased. While negotiations have been initiated with Department of Defense, 
no specific locations have yet been resolved. Therefore, as demonstrated in eon- 
nection with the recent 1957 supplemental appropriation (Public Law 814, 84th 
Cong.) which provided $300,000 for continued rental of space which had been 
assumed in the budget would be obtained from excess Government-owned facili- 
ties, fixed financing on the basis of such assumptions is unsound. Accordingly, 
the contingent appropriation includes $580,000 for use only in the event suitable 
excess Government-owned facilities cannot be acquired. 

Details of space requirements and costs are given in the following tabulation: 


1958 


Appropri- | Including | Firm esti- Total esti- 
ation | supple- | mate | mate 
mental 


Sales (annual year-end rate in millions, 

excluding fuel). __ bite $110. 4 $113. 6 | $128. 0 | 
Inventory, end of ye: ur (in millions)___. _- $28. 1 $35. 0 5 
Stock turn ratio, end NE cakacvunintinsta 3.4 
Inventory per square foot........-........ 


Total square feet required __........ ....- 3, ‘873, 406 | 3, 873, 406 4, 390,000 | 5,640,000 | 6, 150, 000 
Deduct: 

Government-owned space (square feet) ae 918 | | 1,579,918 1, 990, 000 2, 300, 000 | 2, 650, 000 
Lease-purchase space (square feet)!____}..-.- 5 ek tak teen ed 640, 000 | 800, 000 


Leased space, square feet. .| 22,2 293, 488 a 2 2,293, 488 | 22,400,000 | 2,700,000 | 2,700, 000 


Average cost per square foot, rents and | 


utilities in leased space_.............. —- 3 $0. 786 | $9. 715 | $0. 709 $0. 716 | $0. 716 


Cost of leased space and utilities _... |3$1, 803,853 | $1, 639,875 | $1, 702,300 | $1, 933, 000 | $1, 983, 000 
Cost of utilities in Government-owned | 
and lease-purchase space ae atthiahall 181, 416 | 214, 950 312, 000 400, 000 | 


Total rent and utilities..............| 1, 985, 269 | Pe 854, 825 | 2, O14, 300 2, 233,000 | 2,359, 000 
Janitorial, guard service, and other. _..__-- 656, 599 | 682, 175 700, 000 900, 000 984, 000 


Total performance cost (1957 basis) 2,641,868 | 2,537,000 2, 714, 300 3, 233, 000 | | 8,343, 000 
Contribution to retirement fund (through 

BM fund) al bin gia eal 48, 000 51, 300 

Reserve for space contingencies | Fb atiisd cg tion titan sweademubnae és 580, 000 





Estimate 1958 a 3 3, 281, 000 3, 974, 300 


1 Refers to Franconia, Va., warehouse approved in September 1956 for purchase under Public Buildings 
Purchase Contract Act of 1949 (Public Law 519, 83d Cong.). Funds required for annual payments in 
amortization of principal with interest, and taxes, from proposed date of purchase are included under the 
appropriation ‘‘Payments, public buildings purchase contracts.’’ 

2 Includes 574,000 square feet for Franconia, Va., warehouse prior to purchase under Public Law 519. 

3 Includes rents for commercial space at Seattle for 9 months. Area included as of June 30 under Gov- 
ernment-owned. 


Mr. Tuomas. What about the space shown on page 145? 

Let us eliminate the space until you look further. There are too 
many if’s and and’s—if you do this, if you do the other, and so forth. 

If you need the money come back. Let us pass it up. 

Mr. Bean. I can tell you this, sir: Our present sales now, based on 
stores and nonstores sales combined, is $252 million for 1957 and our 
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current trend at the moment is $310 million for next year. That is 
based on no increase over what we are doing at the moment. 

Mr. Tuomas, Where is this increase coming from? It is all from 
the military? 

Mr, Bran. A great deal; yes. 

Mr. Tuomas. What are the items? 

Mr. Bean. Furniture, paper products—— 

Mr. Tuomas, Electronic een 

Mr. Bean. No, sir. They buy that themselves. 

Mr. Tuomas. Furniture and what else? 

Mr. Bean. Paper products and common use items. 

In the case of the Air Force it is household and quarters furniture. 

Mr. Tuomas. What about the Army and Navy? They have to live, 


Mr. Isean. The Air Force apparently are building some new hous- 
ing and they require household furniture to put in it. 

Mr. Tuomas. How much are you doing with the Army, Navy, and 
Air Force on a comparable basis? Which is the biggest customer ? 

Mr. Bran. The Air Force. 

Mr. THomas. Who is next? 

Mr. Lean. Next is the Army. 

Mr. Jonas. Do you buy this furniture, take it into your warehouse, 
store it, and then deliver it to the Air Force? 

Mr. Bean. About 85 percent in the case of the Air Force goes direct. 

Mr. Jonas. Is that not a waste of time, effort, and money to assemble 
this furniture 

Mr. Bean. No, we have it sent from the factory directly to the using 
agency. 

Mr. Jonas. From the manufacturer ? 

Mr. Bean. Yes, sir. 

Mr. Jonas. That is not involved in extra storage space, then, is it? 
You cited that as an example of why you needed additional storage. 

Mr. Bran. We also store in the warehouses small quantities of 
furniture needed by civilian agencies and smaller agencies where they 
want 1 or 2 desks at a time. We have to be prepared to take care of 
that. 

Mr. Jonas. Couldn’t you get a desk delivered directly to the agency ? 

Mr. Bran. We do in large quantities where they have a carload. 
We deliver directly to the agencies. Small quantities we take care of 
through the warehouse. 

Mr. Tuomas. Is that because the manufacturer doesn’t want to be 
bothered with single shots? Is that the reason? 

Mr. Bran. They have no storage facilities. We cannot set up a 
stock on hand with the manufacturer. We buy a quantity of furni- 
ture, and big orders we ship direct. 

Mr. Tuomas. One of the big items of cost in the furniture business 
is the storage problem, rent; in other words, for housing these big, 
bulky items. 





BuyinG Operations 


Let us look at the “Buying operations” now. Put page 150 and the 
table on 151 in the record. 
(The information requested is as follows :) 


1077 


Buying operations 


Average employ ment 
Amount 


Department | 
| 


$3, 323, 000 161.7 | 
Proposed supplemental_.......-.-....------.- +128, 700 +11. 4 | 


| 


oeieespeesrenemnsunnsrennsiennenansn finuamnsansseseensesecestetndtibastithriedlithsinmts 


Totel RO0Pi tz .....1. 2. iid. -.-- 4-5-8863... 3, 451, 700 173.1 | 
dinios +761, 500 +28. 1 


4, 213, 200 





HIGHLIGHT 


“Commodities are procured (@) to maintain inventories in stores depots at 
levels to insure availability in advance of sales orders and (0b) for direct delivery 
to agencies” (from the budget for 1958). 


JUSTIFICATION 


Unit of measurement is the value of purchase orders issued. 


1957 1958 
ee a an 
Appropri- | Including | Firm esti- | Total esti- 
ation supple- mate mate 
mental 


$150. 0 $168. 0 


Ss Ad in tn oc bwphidanded ddok , $142. 5 
5 95. 0 100. 0 


-| 
Purchase orders issued (in millions): | 
; 

Nonstores items ; q 79.5 | 


Bs dil ince nelledain areal taste’ . , , 222. 0 | 245. 0 268. 0 
1, 49 


Tota te 
Unit cost (per $100) eed : at 1. 55 | 1.49 


Performance cost (1957 basis) - 32 25 50, é 2 3: 3, 00 | 3, 451, 700 | 3, 653, 300 3, 997, 900 
Contribution to retirement fund___-- sieieedilicandie Ua. j | +200, 400 | +215, 300 


Estimate, 1958__- yp etes. cect hc s ces] “QR 4, 213, 200 











The volume of stores-items buying is determined by the volume of stores sales, 
discussed under Activity 1: Stores Operations. With due regard to increased 
inventory requirements, purchases must be made sufficiently in advance of issue 
to insure availability. Determination of the method of supply, i. e., from stock 
or by direct delivery, is a function of the buying specialist. As compared to a 
14.9-percent increase in total stores-stock buying for sales from depots in 1958 
over 1957, as supplemented, the filling of stores-items orders by direct delivery 
increases 50 percent. Purchases of nonstores items is expected to increase by 
$20.5 million, or 25.8 percent, in 1958 as compared to 1957 as supplemented, 
consisting of purchases under DOD purchase assignments for paper and paper 
products ($7.5 million), household and quarters furniture ($10 million), and 
$3 million for civilian agencies based on rate of purchases in the current year 
of 1957. 

The above unit costs are weighted averages, influenced by the relative changes 
in volume of stores and nonstores purchases. Costs by type of purchase show a 


steady improvement as indicated in the “Application of costs’ section which 
follows: 


88278—57— pt. 2——15 






























































Application of costs 
1957 1958 
Sh. Le. 2 oo * . 
Appropri- | Including | Firm esti- | Total esti- 
ation supple- mate mate 
mental 
1. Stores items buying (in millions): | 
WO BE Bai ndn woes swkakndeccosccd $96. 9 $123. 4 $130. 5 $132. 0 | $150. 0 
For direct delivery to: , ee eM se 
Military agencies.. ...........- 5.9 9.2 9.2 13.7 | 13.7 
Civilian agencies... ........-..- 1.4 2.8 2.8 4.3 | 4.3 
Total by direct delivery... ..-- 7.3 12.0 12, 0 18.0 18.0 
Total stores items buying. -- 104. 2 135. 4 . 142.5 150.0; «168.0 
Unit cost (per $100)... --.-.-.--..-....-- 1.74 1.71 1. 67 1. 60 1 59 
Applied costs (1957 basis). _..___________| 1,811,784 | 2,317,200 | 2,386,500 | 2, 400,800 | 2, 679, 400 
Contribution to retirement fund... __---- cdlemasewcnedddfbauductee sul abuses cbbee | +134, 600 +145, 200 
I a en el tel ie ie, oe ha 2, 535, 400 | 3, 56, 600 
2. Nonstores buying (in millions): Whi 1 ‘| 7 es 
For direct delivery to: 
Military agencies... ...........- 15.0 20.0 | 20.0 | 32. 5 37.5 
Civilian agencies... ...........- 62. 5 54. 5 59.5 62. 5 | 62.5 
TD oe sit Lwin d bite eaiai a 77.5 74.5 79. 5 | 95.0 | 100. 0 
ee Fe Bite douneseusnesquaure 1. 35 1. 35 | 1. 34 1. 32 | 1. 32 
Applied costs (1957 basis) .................. 1,048,793 | 1,005, 800 ~ 1, 065, 200 | 1, 28 52, 500° | 1,318, 500 
Contribution to retirement fund_. ........|.-.---..-.--|.----------- [saecqenowaning +65, 800 | +70, 100 
dl eeeieecimainiaaes Soeiaielanes | 1,318, 300 | 1, 388, 600 
| 





This is one of your big costs, $4,213,200 in 1958 against $3,451,700 
last year, an increase of : approximately $761, 000, is it not # 

Volume of stores buying is determined by the volume of stores sales, discussed 
under activity 1, “Stores operations.” 

You have 628 people this year and you want 723. This whole esti- 
mate is predicated upon increase in sales volume, is it not / 

Mr. Bean. That is right, sir. 

Mr. Tuomas. If we should have a downturn in business throughout 
the United States would there be a downturn in the Government’s 
stores operation ? 

Mr. Br ‘AN. Possibly, but the business of Government would prob- 
ably increase. 

Mr. Evins. More spending to stimulatethe economy. 

Mr. THomas. It doesn’t necessarily follow there will be a downturn 
in this business, does it ? 

Mr. Jonas. Doesn't 1 necessarily follow there will be more spending. 

Mr. Tomas. If employment in Government stays at the level it 1s 
now, the civilian agencies will keep on buying as they are buying now. 


If the military forces should stay numerically what they are now, the: 


probabilities are that their buying will stay what it is, regardless of 
what the civilian economy does. 

If the military forces should be increased, then the probabilities are 
their spending will be increased. We know that. That is not de- 
pendent upon the civilian economy, is it, so that the connection is not 
necessarily that one follows the other. We would like to see it but it 
cdloesn’t work that way. 

It might be well to repeat these statements you have here. 





OE TE TR I 
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You have determination of the method of supply. Mr. Jonas raised 
that question a moment ago. I suppose you folks have considered 
buying from the catalogs? 

Mr. Bean. Yes, sir. 

Mr. Tuomas. Youshow an increase of 50 percent in direct delivery. 

Mr. Bean. Yes, sir. 

Mr. Tomas (reading) : 

Purchases of nonstores items is expected to increase by $20.5 million or 25.8 
percent in 1958 as compared to 1957 as supplemented, consisting of purchases 
under DOD purchase assignments for paper and paper products, $7.5 million; 


household and quarters furniture, $10 million; and $3 million for civilian 
agencies based on rate of purchases in the current year of 1957. 


Who is buying all that paper? What is the nature of this item ¢ 
NATURE OF PAPER PRODUCTS BOUGHT BY THE MILITARY 


Mr. Bean. A lot of it is packing material. There is a general line of 
paper which especially the Air Force uses. We usually buy it in 
carloads and ship directly to them. 

Mr. Tuomas. What do they do with it? What stock is it? 

Mr. Dunxxz, This is primarily in the area of packaging and pack- 
ing bulk materials. 

Mr. Tuomas. Bulk materials ¢ 

Mr. Dunxue. Packaging and packing bulk materials—corrugated 
paper, Kraft paper, wrapping paper, fiberboard, chipboard. 

Mr. Tuomas. What are they packing ? 

Mr. Dunk.e. Transshipping overseas and a lot of similar activities: 

Mr. Tuomas. Their equipment usually is heavy stuff. I imagine 
the tensile strength is strong enough to be used as a substitute for 
lumber, then ¢ 

Mr. Dun«te. It is used as such in many cases. 

Mr. Vursexu. And it is much cheaper. 


COST OF PERSONAL SERVICES AND OTHER OBJECTS 


at. Tuomas. You have a salary cost of what in this buying oper- 
ation ? 

Mr. Bran. $3,444,200. 

Mr. Tuomas. I will have to turn to the green sheets for that.  $8,- 
444,200 against $3,004,000. In the other objects you have a total 
of what ¢ 

Mr. Bran. $769,000. 

Mr. Tuomas. What were they last year ? 

Mr. Meptey. $447,700. 

Mr. Tuomas. Where is the breakdown ? 

Mr. Mepuey. Top of page 151. 

Mr. Tuomas. It seems to me in the old days the suppliers kept in 
touch with the buyers. Now we reverse the order, the buyers are 
keeping in touch with the suppliers, $155,000; $191,000 for reproduc- 
tion of invitations, contracts, and other purchasing documents; $215,- 
300 for contribution to retirement fund ; $102,700 for normal office 
expenses. 
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INSPECTION OPERATIONS 


What about “Inspection”? I have marked here “Do not need.” 
Am [right or wrong? 

Insert page 153 in the record. 

(The information referred to is as follows :) 


Inspection operations 





Average employment 




















Amount RO eer Se 
pea al Field Total 
WO ae tie fbb bn nce cei dn). i id $820, 000 8.8 114.7 123. 5 
Proposed supplemental _ _-................._._- 8 ER ee ee +2.5 +2. 6 
Seen Ce Lids ohio Sa isis 865, 800 8.8 117.2 126. 0 
ete ce malas sae am aaa Cale ected __ +236, 100 +.2 +28. 1 +28. 3 
ee... Si 1... La mT 100, 900 9.0 145. 3 154.3 
HIGHLIGHT 


“Delivery of commodities of specified standards is assured by inspections at 
contractors’ plants or supply depots, and by laboratory tests and analyses of 
samples prior to acceptance. The increase for 1958 will keep inspections in line 
with the buying program of activity 2.” (From the budget for 1958.) 


JUSTIFICATION 


Statistical sampling, reliability tests of contractor quality controls, use of other 
Government agency quality certificates, minimum tests for key characteristics 
in eight GSA testing laboratories throughout the United States and complete 
inspection and testing when other techniques are not applicable are methods 
used to assure compliance with contracts in the most economical and efficient 
manner. 

Unit of measure consists of dollar volume of purchase orders issued for stores 
and nonstores items, 


1957 1958 























1956 as a 
Appropria-| Including Firm | Total 
tion supple- Estimate | Estimate 
mental 
quasiithingeicnintaniatonctipgeinss | | hf ak hehe ented ibis 
Value of purchases (in millions)... .....--- $181.7 | $209. 9 $222. 0 ous, p $268. 0 
Unit cost (per $100).........--.---.-..-.-- .31 | . 39 . 39 3 . 39 
Performance cost ._._....._-- _.......] $568,914 | $82,000 | $865, 800 | wicas ~ $1, 047, 800 
Contribution to retirement fund ___-_------|....-.---- Satie TI) SDS | +48, 600 +53, 100 


et ies 


Estimate, 1958.............-..--.--- J------ | FT ree 0 De cis Seat 997, 400 | 1, 100, 900 


Increased unit cost in 1957 over 1956 reflects more thorough inspection and 
testing coverage required by DOD, FCDA and certain other agencies discussed 
below in greater detail under “Application of costs”; 1958 nets at the same 
overall rate. 

EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and staffing.—$850,100 ; distribution of positions follows: 














| 1957 1958 
| 1956 i eared ; Tinks af UT ‘Lk ius ai 
| Appropria- | Including Firm Total 
| tion supple- Estimate | Estimate 
mental 
(a) Inspection, Federal supply schedule | 
stores depots_. , v 26 27 | 28 27 27 
(6) Inspection, manufacturing plants_- ee 34 | 69 77 81 95 
(c) Tests, GSA-- Roe ; 26 32 34 35 36 
ik catia tec gtale oweene 86 128 139 143 158 
Average employment--_.......--......-..- 80.5 123. 5 126 140 154.3 








Mr. Tuomas (reading) : 


Delivery of commodities of specified standards is assured by inspections at 
contractors’ plants or supply depots, and by laboratory tests and analyses of 
samples prior to acceptance. 

EMPLOYMENT 


You have a table at the bottom of page 153 and it tells the tale. You 
want 154 people in 1958 as against 126 last year. 

You want inspectors in your stores depots, 27, the same as last year. 
Is that correct ? 

Mr. Bran. That is correct. 

Mr. Tuomas. Inspectors in the plants, 95. You increased that from 
77 to 95 for this year. Is that right? 

Mr. Bran. Yes, sir. 

Mr. Tuomas. Tests, GSA. What does that mean? You had 34 
last year and want 36 in 1958. 

Mr. Treckemryer. Those are tests in the eight GSA laboratories. 

Mr. Tuomas. Are those the scientists ? 

Mr. Teckemeyer. They are technical people. 

Mr. Tuomas. I have “No need” there. I think now you do need 
them. 

CENTRAL OFFICE EMPLOYMENT 


How many do you have in your headquarters now charged apt to 
this inspection service ¢ 

Mr. Treckemeyer. Nine. 

Mr. THomas. What do you need with nine in the headquarters? 

Mr. Treckemryer. They are not inspecting but coordinating the 
operations of the field offices. 

Mr. THomas, You have nine people charged directly to inspection 
service ¢ 

Mr. Teckrmeyrr. That is correct. 

Mr. Tuomas. That is too many, gentlemen. Why do you need nine 
people to coordinate 158 ¢ 

Mr. Teckemeryer. In order to make sure that inspection in one 
region is comparable to another so we show no favoritism to one sup- 
plier over another. 

Mr. Tuomas. Do you need nine people to do that ? 

Mr. TrckemMryer. Yes, sir; we need them. 

Mr. Tuomas. What do those nine do in the central office? They 
must have a hard time trying to keep busy if their job is to coordinate 
the activitives of 158 other men. 
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Mr. Jonas. Don’t you need 1 man superimposed over the 9 to coordi- 
nate the 9, then ? 

Mr. THomas. What do the nine do? 

Mr. Trecxemeyer. Three are stenographers. The other six resolve 
all the difficulties encountered in the field office in inspecting material. 


FACTORY INSPECTIONS 


Mr. Tuomas. There is a man at the factory who is the frontline man. 
He takes most of the punishment. 

What does the man in the factory do? 

Mr. Teckemeyer. The man in the factory inspects according to the 
contract specifications, and if there is disagreement between the in- 
spector in the factory and the supplier, quite often those disagreements 
are referred to the central office for reconciliation and we have to dig 
into that problem. 

Mr. Tuomas. If your specifications are clearly written, do you need 
this $1,200,000 for inspection service. 

What does Sears, Roebuck do, Mr. Bean? 

Mr. Brean. In many fields we had inspection service. 

Mr. TxHomas. You havetohave. Those are the eyes and ears. 

Mr. Bean. That is right. 

Mr. Tuomas. You drive a hard bargain with the supplier. Your 
experts will write specifications where you get a little more than your 
money’s worth from the supplier, and then it is the job of the inspectors 
to go to the plant and see that you get what you drove that hard 
bargain for. 

Mr. Bean. That is right. 

Mr. Tuomas. What is the yardstick? Is it one inspector for $50,- 
000, $100,000, $1 million, $2 million worth of merchandise? 

Mr. Teckemeyer. One inspector to $1 million of merchandise. That 
leaves out clerical employees. 

You see, there are clerical employees in these figures. 

Mr. Tuomas. How many clerical employees do you have? 

In the Department you have one grade 15, two 14’s, one 13, two 12’s, 
all in the Department—you have 6 shown here in grade 12 and above, 
and they are not inspecting. 

The boys in the field doing the inspection work you show no grade 
15’s, no 14, four at grade 13, six 12’s, and your inspectors are mostly 
what, 11’s and 9’s? 

Mr. Bran. Nine’s. 

Mr. Tuomas. You have the cart before the horse, don’t you? Your 
high-grade boys sit behind the desk and the man you rely on in the 
field is a grade 9. 

Mr. Brean. Most of these grade 9 men are in the field working with 
these people directing, scheduling, and help them do their job. 

Mr. Tuomas. You have one inspector to what ? 

Mr. Bean. To $1 million worth of purchases. 

Mr. THomas. What does industry do? 

Mr. Bran. I don’t know, sir. That is a figure I never looked up. 

Mr. Tuomas. Itisimportant, Off the record. 

(Discussion held off the record. ) 
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UNIT COST FOR INSPECTIONS 


Mr. Tuomas. How much money are you spending? What is your 
‘unit cost per inspection per $100 ? 

Mr. Bean. We are spending 39 cents per $100, 

Mr. Tuomas. Where is that set out in the justifications ? 

Mr. Bean. At page 153 in the middle of the page. 

Mr. Tuomas. It is $0.31 per unit per $100 in 1956, and $0.39 for 
1957, and for 1958 $0.39 again. 

How did you arrive at that cost? 

Mr. Teckemeyer. That takes into consideration the salaries and 
‘travel expense and testing expense of the material inspectors, and 
that is balanced against the planned purchases. 

Mr. Tuomas. In figuring out this $0.39 cost, are you just taking into 
account the salaries and expenses of those people? Does Mr. Medley 
come in here for a part of his cost, too? 

Mr. TeckemeEyer. No, sir; not on this. 

Mr. Bean. That is separate in item No. 4, but it is included in the 
‘total costs of supply distribution. 

Mr. THomas. Tf you were to add Mr. Medley’s cost to that, what 
would it be? Would it be about 1 or 1.50? 

Mr. Bean. It might bring it up to about one-half of 1 percent. 

Mr. Tuomas. It would be more than a half of 1 percent; would it 
not? I mean, not Mr. Medley’s costs alone, but bringing all the rest 
of them in. 

Mr. Trecxemeyer. This is the job of technical inspection. 

Mr. Tuomas. Why do you let the lawyers in? That would add a 
little bit more. Judge, they should not exclude you like that. 

Mr. Evtns. Do you include your printing bill in this cost item? 

Mr. Bean. Yes, sir; printing as it relates to the inspection 
operations. 

ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. Under “Administrative operations” how much money 
‘do you have? You have a lot of money tied up. I believe the —_ 
is $3,561,000 for 1958 against $3,090,000 last year. Why do you have 
‘that big increase ? 

Mr. Meptey. Mr. Chairman, I would like to point out, sir, that the 
unit cost of administrative operations is steadily coming down from 
$1.53 per $100 sales in 1956 to $1.46 cents per $100 in 1957, to $1.34 
per $100 estimated in 1958. 

Mr. Tuomas. Did you include the inspection cost in yours? 

Mr. Meptry. No, sir. That is not a part of administrative 
operations. 

Mr. Tuomas. Financial services, planning and management serv- 
ices, administrative services, and legal services; those are your items 
of cost ? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. At this point in the record we shall insert page 156 
‘of the justifications. 

(The page referred to follows:) 
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Administrative operations 


Amount 
SPATS oe Gs, NO Sih yoo ona ok ee te $2, 990, 000 
Prapoued meemmontal io b2e Sle LA i bee +100, 000 
Nk TE 3, 090 ,000 
Neen ee nanan +471, 000 
WO BU ios SLL I ER OE i ee i ES 3, 561, 000 
HIGHLIGHT 


Financial, administrative, legal, planning and coordination services to sup- 
port this program are provided by the integrated staff organization of GSA. 

Based on workloads generated by the program proposed for 1958, it is esti- 
mated that administrative operations support excluding contributions to retire- 
ment fund, will cost $3,377,200 which is 1.34 percent of sales volume of $22 
million. This is a reduction from 1.46 percent for 1957. It reflects lower cost 
for increased volume of sales and improvement in methods of operation. 


| 1956 1957 1958 








ne Prerre 
Performance cost: 
Total sales (million dollars) - $175.3 | $212.0 $252.0 
Unit cost (per $100 of sales) 1. 53 1. 46 1. a 
Total cost (1957 basis) _ __- ; oe ~ 2, 688, 595} 3,090,000 | 3,377, 200 
Contribution to retirement fund _- Lees. “| j bi +183, 800 
Estimate 1958...._...._- fik ‘ 3, 561, 000 
| — = —— —— = — = ——. = = 
Distribution by subactivity: 
(2) Financial services. 1, 955, 919 | 2, 277, 800 2, 580, 500 
(b) Planning and agency services. 182, 242 209, 600 235, 700 
(c) Administrative services_- 451, 648 | 483, 400 429, 600 
(d) Legal services... -..-- is sen 98, 786 119, 200 | 131, 400 
a sion eactineeactentts | nmasibaten tneipaticatintntill lina tithes oe 
Total cost (1957 basis) -- ; | 2, 688, 595 3, 090, 000 3, 377, 200 
Contribution to retirement fund _- 4 183, 800 


Estimate 1958-_-- F ; “3, 561, ,000 
Estimated man-year equivalent ‘ | 468. 7 540. 4 569. 5 
Workload for selected functions: 
Financial services: | 





Employees payrolled g + -| 2, 225 | 3, 107 | 3, 551 

Vouchers processed - _- - 212, 315 232, 000 266, 000 

Billings prepared ‘ ; | 569, 340 | 692, 600 | 750, 000 

Internal audits performed --..- =F | 147 | 147 149 
Administrative services: 

Personnel, employees serviced 2, 225 | 3, 107 | 3, 551 

Cc ompliz ance investigations FNC * “ | 27 | 34 | 45 
Legal] services performed __-- / j P 11, 712 | 13, 000 14, 600 





In addition to contribution to retirement fund of $183,800, increase of $287,200 
reflects : 

(1) Additional workload in financial services generated by $40 million increase 
in total sales volume at a ratio of 1.02 percent in 1958, as compared to 1.07 
percent per $100 of sales for 1957—$302,700. 

(2) Adequate staffing of new agency services function as it relates to supply 
fund operation and customer needs, and additional assistance to small busi- 
ness—$26,100. 

(3) Additional workload in legal services due to expansion of supply fund 
operation—$12,200. 

(4) Offset by decrease of $53,800 administrative services. 





INCREASES IN 1958 


Mr. Tuomas. The “Financial services” jumped from $2,277,800 last 
year to $2,580,500 this year. 





ee 
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I note the “Planning services” jumped from $209,600 last year to 
$235,700 this year. 

“3 Housekeeping services” from $483,400 to $429,600, and I note you 
have shown a decrease there. 

Mr. Meptey. Mr. Chairman, I would like to take this opportunity 
to point out 

Mr. Tuomas. I note your legal services are listed at $119,200 for 
1957 and the estimated amount for 1958 is $131,400. 

Do you wish to take these up item by item ? 

Mr. Meptey. Mr. Chairman, I was going to point out that one of 
the procedures under the administrative operations fund, the distri- 
bution of time in accordance with the work performed for these appro- 
priations, has shown us that some of our estimates of cost distribution 
were not as good originally as they could be, and each year we are 
refining these costs between the various appropriations, and this redue- 
tion here is the result of that improved cost distribution. 

Mr. Tuomas. This is charged to your supply system, is it not? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Of course, we really wrap you up good for about 
$14 million over here later on, do we not ? 

Mr. Mepuey. Yes, sir; under “Consolidated administrative oper- 
ations.” 

Mr. Tuomas. This is just a small part of it? 

Mr. Meptey. Yes, sir. 

Mr. Tromas. Do you wish to make your statement now, Mr. 
Medley ? 

Mr. Meptey. Well, we still have the general supply fund, capital, 
to speak to, while we are here. 

Mr. Tuomas. Well, we had better take these items in order, had 
we not? Let us goto the supply fund. 
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GENERAL Suprpty Funp 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 





PROGRAM BY ACTIVITIES 























Operating costs: 
Cost of goods sold__......-..............__...........-----] $158, 162, 693 | $175, 824,797 | $231, 500, 000 
NII inc c ek ddd hth iad iets 777, 506 1, 916, 400 2, 766, 000 
Other Gnerating expemmes...............-...-......-.%- eae 807, 795 2, 215, 800 3, 802, 000 
ete ne kel dasha serena waedou.tcbablcobeasdee 25, 050 |.......... J Ldd4 
Other nonoperating expenses. _.....................--.--- ON i ie eal aid 
Total operating costs funded. _...................-..----- 160, 021,222 | 179, 956, 997 238, 068, 000 
Capital outlay: Acquisition of assets (equipment) _-___...._..-- 1, 246, 750 4, 489, 000 5, 752, 000 
in cl ha i cake mn otmandin—gue- 161, 267, 972 184, 445, 997 243, 820, 000 
Obligations incurred for costs of other years, net__....___-_-_- 7, 980, 727 15, 282, 765 29, 400, 000 
Total program (obligations)._................---..-- 169, 248, 699 | 199, 728, 762 273, 220, 000 
FINANCING ; 
Amounts becoming available: 
a el we 18, 000, 000 25, 000, 000 
Sale of goods._......._____._____ Wikis dA ee 157, 998, 684 | 176,000,000 231, 000, 000 
NTT ne ee een Remaicat pill 2, 092, 633 5, 000, 000 8, 000, 000 
en Sule ; 888, 845 1, 000, 000 1, 400, 000 
Sale of equipment.._._._....__..__.- ‘3 Sees 149, 346 VETS PE 
Adjustment of prior year income__- ea ner ince ain cisiibnle 
Total amounts becoming available___- ina seal 161, 162,797 | 200, 000, 000 265, 400, 000 
Unobligated balance brought forward alaxetenee —20, 821,579 | —28, 907, 481 —30, 151, 253 
Total amounts available_-______- ae lie 140, 341, 218 171, 092, 519 235, 248, 747 
Payment of earnings to Treasury (—)_- bonbth Lien eele —1, 515,010 |_-- 
Unohligated balance carried forward skeet seca 28, 907, 481 30, 151, 253 37, 971, 253 
Financing applied to program......................---- 169, 248, 699 | 199, 728, 762 273, 220, 000 














Mr. Tuomas. At this point in the record we will insert page 161 of 
the justifications. 
(The page referred to follows :) 


General supply fund 


I casa msanhcbian ann imcmesenes exemepitr ty $18, 000, 000 
ESSEC ee aS: ae eC Ee 10, 000, 000 
Nee a crimes piaipinnmnocheniriatl _ 28, 000, 000 
Nee cieeenitih onntacsineiba ser arceeennenentonhie —3, 000, 000 
SU a a ce a en _._--. 25, 000, 000 


GENERAL STATEMENT 


“This fund finances, on a reimbursable basis, a national supply depot system 
and a system of ordering supplies for direct delivery to agencies. The fund 
sells the supplies or services at cost to other agencies and the District of Colum- 
bia. Expenses for operating the fund for these purposes are provided for under 
the appropriation ‘Expenses, supply distribution.’ 

“Also financed by the fund and reimbursed by the using agencies are opera- 
tions of interagency motor equipment pools established in areas of high vehicle 
density. 

“The estimate for 1958 provides for continued expansion in sales of both stores 
items and nonstores items to the military establishments under the administra- 
tion’s program for progressively expanding use of these supply facilities by De- 
partment of Defense. Activation of additional interagency motor-equipment 
pools programed for 1958 is expected to produce substantial increase in sales 
of services and result in elimination of some 900 vehicles from agencies’ fleets. 
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“Actual goods and services delivered during 1956, and estimated for 1957 and 
1958, follows: 


[In thousands] 


! 
1956 actual 1957 estimate | 1958 estimate 





a a ee i 


Stores items (including fuel) -._.-...---.....--.-------- iit $101, 514 $116, 500 $150, 000 
ee Gienieniacineaitiek 54, 276 60, 000 81, 000 
Motor equipment pool and misce Jlaneous sales.....--..------- 4, 302 5, 000 8,.000 

Fe etidentisennecthterbideennds thpentesmeegounae oe 160, 092 181, 500 239, 000 


“Current investment of the United States Government in the fund is $64.9 
million, of which $62 million represents direct appropriations, $1.4 million 
donated assets, and retained earnings of $1.5 million. Programed increase in 
sales volumes during 1957 is expected to exceed the foregoing estimate of $181.5 
million by $18.57 million. This will necessitate additional capital in 1957 for 
inventory and financing of $10 million, which is included in the budget as a 
supplemental proposed for later transmission. Continued expansion in sales 
and improvement of service to customer agencies as programed for 1958 will 
also require a further increase of $25 million in capital which is provided for in 
this estimate. 

“Additional donated assets arising from transfers of motor vehicles from 
other agencies upon establishment of interagency motor equipment pools will be 
capitalized in the fund. 

“Any operating surplus, as determined by General Accounting Office audit, 
must be returned to Treasury as miscellaneous receipts. Earnings from prior 
years’ operations amounting to $1,515,010 have been returned to the Treasury 
in 1957 * * *” (from the budget for 1958). 


Mr. Tuomas. I note you state: 


This fund finances, on a reimbursable basis, a national supply depot system 
and a system of ordering supplies for direct delivery to agencies. The fund sells 
the supplies or services at cost to other agencies and the District of Columbia. 
Expenses for operating the fund for these purposes are provided for under the 
appropriation “Expenses, supply distribution.” 


This is your capital fund. 


SALES OF COAL AND FUEL OIL 


Before we go into this item of the capital fund and before we leave 
your stores, how much volume do you do in fuel oil and coal? Where 
is that set out in your tables, or is it set out? 

Mr. Bean. Yes, sir; it is set out at page 140 of the justifications. 

Mr. Tuomas. That is the big table? 

Mr. Bean. Yes, sir. It runs about $4.5 million a year. 

Mr. Tuomas. Your sales from fuel yards amounted to $4.5 million. 
Of what is that made up? 

Mr. Bran. Coal and fuel oil. 

Mr. Tuomas. Is any lubricating oil or gasoline involved ? 

Mr. Bean. No. This is for he: ating oils, primarily. 

Mr. THomas. How many fuel depots do. you have ? 

Mr. Bean. The one in Washington is the only one. 

Mr. Tuomas. What do you sell out of this one in Washington ? 

Mr. Bran. Both coal and fuel oil, depending on what the buildings 
require. 

r. THomas. Do you sell any gasoline ? 


Mr. Bean. No, sir. 


1 Later revised to $14.5 million. 
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Mr. THomas. You sell no gasoline at all ? 

Mr. Bran. No, sir; nothing but fuel oil and coal with which to heat 
our large buildings. 

Mr. Tuomas. That is one of the items you have stayed a little shy 
of ; is it not ; that is, gasoline and lubricating oils ? 

You do not buy any for the military, or do they do their own 
buying? 

Mr. Bran. They do their own buying of gasoline and oils. 

Mr. Tuomas. Why do you not get into the field of gasoline ? 


GASOLINE FOR MOTOR POOLS 


Mr. Bran. The only gasoline we buy is for the motor pool. 

Mr. Tuomas. Where is that item listed? Is that part of the $4.5 
million ? 

Mr. Bran. No, sir; that isa part of the motor-pool operation. 

Mr. Tuomas. What isthe amount you spent there ? 

Mr. Hanson. I cannot give you that exact figure, sir, but we buy 
most of our gasoline from the market—the service st: ations—and we 
have a number of pumps, probably attogerher't across the country in 
the motor-pool system, of 20 today, but we are very careful to use 
those only on occasion. 

Mr. Tuomas. Is that matter set out in your justifications ? 

Mr. Hanson. No, sir. We use those only where there is a definite 
savings, and the amount that we would spend for gasoline and oil 
this year would be approximately 2 cents a mile on 45 million miles. 

Mr. Tuomas. Is this item set out under “Vehicle purchases”? I do 
not remember it. 

Mr. Bran. No, sir; it is not set out under that breakdown. 

Mr. Tuomas. Well, you evidently treat it as an item of small con- 
sequence since you do not set it out. 

Do you know how much it totals per years ? 

Mr. Hanson. It is not an appropriated item. 

It is a part of our revolving fund expenses, and we consider it in 
setting up the cost when we set the retail rates for the use of vehicles. 
The cost of fuel and lubricating oils, on the average, is 2 cents a mile, 
and we figure it on that basis. 

Mr. Tuomas. From whom do you do your purchasing of your gaso- 
line and motor oils? 

Mr. Hanson. All of the oil companies, sir, and we use credit cards, 
and where we buy from our own stations, we buy under local con- 
ditions. 

Mr. Tuomas. You do not get a better price than anyone else does ? 

Mr. Hanson. Sometimes at some places we can. We try to nego- 
tiate for a better price and we do get as much as 2 and 3 cents off at 
some places. 

Mr. Tuomas. Are you talking about retail outlets or manufacturers 
and refiners ? 

Mr. Hanson. Some retail outlets give us 2 or 3 cents discount. 

Mr. Tuomas. You do not do any business direct with refineries; 
do you? 

Mr. Hanson. No, sir. 

Mr. Tuomas. Why? 

Mr. Hanson. Well, we buy from bulk—— 
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Mr. Tuomas. You do not have the storage facilities in the first 
place to justify it, is that right? 

Mr. Hanson. No, sir; we do not. That is one thing, and another 
thing is that they will drive too far in going to the Government pools 
to justify the savings. 


APPROPRIATED CAPITAL FOR GENERAL SUPPLY FUND 


Mr. Tuomas. Well, what appropriated funds are involved as of 
today ? 

Is that amount $62 million? 

Mr. Mepury. Yes, sir. 

Mr. Tuomas. Do you have a supplemental estimate pending? 

Mr. Mepiey. Yes, sir. 

Mr. Tuomas. How much is the supplemental request ? 

Mr. Mepuey. $10 million. 

Mr. Tuomas. That $10 million is not included in the $62 million; 
is it? 

Mr. Meptey. No, sir. Including the supplemental we would have 
a total of $72 million. 

Mr. Tuomas. How much do you want this year? 

Mr. Meptry. We need another $25 million for 1958. There is a 
little table on page 163 of the justifications which shows we have to do 
a little calculation here to show our capital needs. 

Mr. Tuomas. We will insert at this point in the record the table 
which appears at page 163 of the justifications. 

(The table referred to follows:) 


NEED FOR ADDITIONAL CAPITAL IN 1958 


Capital available in 1958 must be responsive to the increase in GSF sales volume 
from $196 million in 1957 as supplemented to $239 million in 1958, including in- 
creased inventories needed to serve the expanded sales program, and additional 
operating equipment needed for the expanded sales and interagency motor pool 
programs. The changes required in capital for these purposes are summarized 
below : 

{In millions of dollars] 
11957 including| 
supple- | Change 
mental 


Cash on hand $1.3 

Accounts receivables. _- 36.0 2. +6. 5 
Inventories 41.8 58. § +17. 
Operating equipment. 7.5 -2 | +4 
Accounts payable —11.6 3. § —2.; 


) bed 26. ¢ 
) 


Capital required 75. { 
By appropriation 72. ( 


Donated assets 3.0 


Mr. THomas. I note for this year your capital comes up to a total, 
with your donations, of $101.3 million, but your appropriated funds, 
including the $25 million, would be a total of $97 million; is that 
correct ¢ 

Mr. Mepiey. Yes, sir. 

Mr. Tuomas. As the matter now stands today, it is $72 million, but 
you are including the $10 million supplemental estimate which has 
not been given to you as yet; is that correct? 
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Mr. Mepiey. That is correct, sir. 

Mr. Tuomas. I note that your capital available in 1958 must be re- 
sponsive to the increase in the sales volume from $196 million in 1957 
as supplemented to $239 million in 1958, including increased inven- 
tories needed to serve the expanded sales program. 

You are not getting too much inventory now, I hope, are you, Mr. 
Bean ? 

Mr. Brean. No, sir. As a matter of fact, in the past 7 or 8 months 
we have been striving very hard to get a little more inventory because 
we have had too many organizations calling upon us. 

Mr. Tuomas. Mr. Philip Young, Chairman of the Civil Service 
Commission, tells us that it is the policy of the Government, as far 
as employment is concerned, in the agencies under the Civil Service, 
to remain constant this year and next year, but your biggest source of 
business is from the military, and the probabilities are that there will 
not be too much appreciable decrease in that either; is there? 

Mr. Bran. No, sir. 

Mr. Tuomas. All right, sir. Let us take up the matter over here 
where the doctor is concerned. 


RECORDS 


WITNESSES 


WAYNE C. GROVER, ARCHIVIST OF THE UNITED STATES 
ROBERT H. BAHMER, DEPUTY ARCHIVIST 

HERBERT E. ANGEL, DIRECTOR, RECORDS MANAGEMENT 
WALTER ROBERTSON, ADMINISTRATIVE OFFICER 


CHARLES T. LLOYD, ASSISTANT GENERAL COUNSEL 


Operatine Expenses, Natrona ArcHIves AND Recorps Service 


Program and financing 








1956 actual | 1957 estimate | 1958 estimate 
Program by activities: | 
1, Records management. ......- | $318, 162 | $460, 200 $613, 200 
2. Records centers. - . 7 : : 3, 827, 460 | 3, 994, 500 | 4, 214, 200 
3. Archives and related services__. ee | 1, 715, 266 1, 804, 200 2, 080, 500 
4. Nitrate film conversion_-__-_---- 79, 684 | 40, 596 |... 
5. Service direction. ......._._-- ; 252, 178 | 266, 100 | 230, 100 
6. Administrative operations._- ; 369, 180 | 380, 450 412, 000 
Total obligations. -- 6, 561,930 | 6, 946, 046 7, 600, 000 
Financing: | 
Comparative transfers from (—) other accounts -_- | —369, 180 —11, 800 |_. 
Unobligated balance brought forward | —120, 280 | —40, 596 | 
Unobligated balance carried forward - 40, 596 
Unobligated balance no longer available - - - 5, 434 | 





Appropriation (adjusted) - ---- 6, 118, 500 6, 893, 650 | 7, 600, 000 
| 





a 


| 
| 
| 
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Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 





Total number of permanent positions ais 987 1, 053 1, 100 

Full-time equivalent of all other positions. __ Lash et i 9 }.i.- oe SIRS, Dn pollen 
Average number of all employees. - ----- sapiire heendhied sx aige 932 1,22 1, 064 i 
Number of employees at end of year. ___-- eas Sh Gua 966 1,027 1,077 i 
Average salaries and grades: i 
General schedule grades: i 
Average salary..............-- papas aden tayntlp $4, 862 $4, 852 $4, 870 | 
Average grade. -..__....- austen added GS-5.9 GS-5.9 GS-5.9 i 
Ungraded positions: Average salary RST BE” $3, 653 $3, 794 $3, 932 " 


SSS j 


‘01 Personal services: 
Permanent positions Re Ne clieannraleuniietiat aainche $4, 356, 530 $4, 863, 400 $5, 107, 400 f 
Positions other than permanent. Le gee es 36, 574 
Regular pay above 52-week base_._......_._......-.-- 
Payment above basic rates. ~ 
Other payments for personal | services. 





Total personal services b. Jc adcbbit Oita all 4, 444, 159 


. i 

Oh ds Sinn, wanna abhunccakieme 32, 976 44, 750 | 

03 Transportation of things. _ er te Aaa 40, 526 44, 600 : 

04 Communication services. scwtaaeecalsuemaeins 76, 279 83, 200 | 

05 Rents and utility services............_.___.____------__- . 719, 461 740, 200 j 

06 Printing and reproduction _- hia iy aolaebjatetidooa eek 44, 293 57, 200 | 

07 Other contractual services 422, 120 398, 000 ; 

Payment to “Administrative operations ‘fund, “Gen- : 

eral Services Administration” ._.._....-._.._..__ 369, 180 380, 450 : 

Services performed by other agencies....._...___-- 19, 581 20, 000 ; 

08 Supplies and materials... .. sa-dakentnaadacaine penteceee 209, 441 164, 296 ; 

Se ee dai daicooicteics cada 16, 640 17, 000 } 

10 Lands and structures. 158, 886 125, 000 : 

11 Grants, subsidies, and contributions: Contribution to : 

retirement fund_-.__..... nein nie biti: disdeie eal Sa ee namical : 

13 Refunds, awards, and indemnities.._________________-_- 4, 938 5, 300 ; 

15 Taxes and assessments__ d=. thse sd hbedenedidebucckbisde 3, 450 2, 650 | 
ORO a ee ee 6, 561, 930 6, 946, 046 

Budget authorizations, ewpenditures and balances : 


1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE ; 
eee $5, 997,500 | $6, 893, 650 $7, 600, 000 
Transferred from — expenses, Veterans’ Adminis- 
tration” (63 Stat. 381).......--.-- aie dd cth SE 121, 000 |.-- 
Adjusted appropriation. -- oo <eeitreete hrs ea 6, 118, 500 | 

Balance brought forward: 

Unobligated - ............--- th te ndbbnes dessadisiee 120, 280 

Obligated. i cic ci fas laa 433, 429 


Increase in prior. year obligations sie ialtemehhen ahaa 5, 208 
Restored from certified claims account-__-...........---------- ot 








Total budget authorizations available_------- a 6, 677, 417 | 7, 236, 653 7, 886, 653 








EXPENDITURES AND BALANCES 











.Expenditures— 
Out of current authorizations. - -.- sonmcesecenee } 6, 278, 819 { 6, 640, 000 7, 240, 000 
Out of prior authorizations Awitducteaed bi arr 360, 000 260, 000 
I nie Fes <a Grier Seap o dtD siw l 44 Geen 6, 278, 819 7, 000, 000 7, 500, 000 
Balance no longer available: 
Unobligated (expiring for eae)... G6 Boknc 25... ilk eeeiietiaine 
Other__. $ a SEO hon c-~ nn 005 scceaaeeaeseen 
Balance carried forward: 
Unobligated - , 40, 596 oiédabiiwaiaadn 
Obligated __. tau deinae anaes , ‘ oie 352, 2 272 | 236, 653 386, 653 


Total expenditures and balances... - pawedtnad 6, 677, 417 7, 286, 653. 7, 886, 653 
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Mr. THomas. The next item for the consideration of the committee 
is the “Operating expenses, National Archives, and Records Service.” 

We have not seen you in a long time. How are you, Doctor? 

Mr. Grover. Fine, thank you, sir. 

Mr. Tuomas. Whom did you bring with you? 

Mr. Grover. Mr. Chairman, I brought with me Mr. Bahmer, the 
Deputy Archivist, Mr. Walter Robertson, the administrative officer, 
and Mr. Herbert E. Angel, who is in charge of Records Management. 

Mr. Tuomas. At this point in the record we shall insert page 170 
of the justifications. It contains a nice, overall statement. We will 
follow that insertion with the table which appears on page 169 of the 
justifications, showing that Dr. Grover wants $7.6 million this year, 
which is a small, modest increase of $694,550. 

(The pages referred to follow :) 


Operating expenses, NARS 


Ee tee) ee en ese ee ee ee Be ee Pbiso tnt. a BE, BE Boe 
LEN ES BY I LEAN: BAN ACERT +11, 800 
a i a ce dh cg IID OTS SE ee 
RD coleman saan eee ial eel hanes ateews lan et he il a lnk B Shade + 694, 550 
I isin 5 etee anrin coos Fa I eer ee Set 7, 600, 000 


JENERAL STATEMENT 


“This appropriation provides for management of the Government’s archives 
and records, including custody and administration of permanent records in 
the National Archives and other noncurrent records in Federal records centers, 
assistance to records management programs of Government agencies, operation 
of Presidential libraries, and filing and publication of Federal laws and regula- 
tions. The 1958 budget estimate is an increase of $694,550 above comparative 
availability for 1957.” (From the budget for 1958.) 

More than half of this increase, $363,100, is for payments to the retirement 
fund. The remaining $331,450 is for program increases to provide for: (1) 
implementing in the field the expanded records management programs begun 
by the Central Office in 1957; (2) accelerating the reduction of backlog in the 
preservation of historical material in the National Archives; (3) full year 
operation and maintenance of the Truman Library at Independence, Mo.; and 
(4) added workloads in regional records centers. 

In regional records centers, emphasis will continue on disposal of records 
from centers (285,000 cubic feet in 1956, 325,000 in 1957, and 360,000 in 1958). 
Aeccessioning will continue at an abnormally high rate, exceeding 500,000 cubic 
feet to free noncurrent records from expensive office space and filing cabinets. 
Compared with the Hoover Commission recommendation that 50 percent of 
all records be put in records centers space, this estimate contemplates 46 percent 
in centers space by June 30, 1958. 


APPROPRIATION LANGUAGE 


“Operating expenses, National Archives and Records Service: For necessary 
expenses in connection with Federal records management and related activities 
as provided by law; and not to exceed [$44,750] $59,300 for expenses of travel; 
[ $6,893, 650] $7,600,000.” 
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Summary reconciliation of 1958 estimate to 1957 funds 


A. 1957 appropriation in annual act $6, 893, 650 
Comparative transfer from “Salaries and expenses, Office of Ad- 
ministrator” +11, 800 


Comparative total for 1957 6, 905, 450 
B. Decrease in 1957: Rent for Franconia Records Center —69, 000 
C. Increases in 1958: 
Expanded records management program in field__.__ $119, 800 
Aditional records accessions in centers______.~--_~- 104, 100 
Scheduling 14-year program for liquidation of back- 
log in preservation of historical material 47, 600 
Increased page production, Federal Register 10, 000 
Operation of Truman Library 110, 000 
Administrative operations for program increases__ 8, 950 
Contribution to retirement fund 363, 100 
—~———--— 763, 550 


Total estimate for 1958 7, 600, 000 


Analysis by activities 





Additions 


Program {Retirement fund! 


| s 
| Deductions) _ 


ail |b erdhannela 


. Records management $460,200 |.......-----| $119, 800 $33, 200 $613, 200 
. Records centers 3, 994, 500 $69, 000 | 104, 100 | 184, 600 4, 214, 200 
3. Archives and related services -- - _- 1, G6, 200 t.<... geen 167, 600 | 108, 700 2, 080, 500 
. Nitrate film conversion ! di cseatopieka al atlliateann aaa al aaa Ts 
. Service direction 266, 100 ‘ 14, 000 280, 100 
. Administrative operations _-_-.....-. 380, 450 . OE 22, 600 412, 000 


| 


6, 905, 450 363, 100 7, 600, 000 
| 


1 Utilizes balance of prior year funds. 


88278—57—pt. 2 16 
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Mr. THomas. Why all this increase, Doctor ? 
T note that you state that— 


This appropriation provides for management of the Government’s archives 
and records, including custody and administration of permanent records in the 
National Archives and other noncurrent records in Federal records centers, 
assistance to records-management programs of Government agencies, operation 
of Presidential libraries, and filing and publication of Federal laws and regu- 
lations. The 1958 budget estimate is an increase of $694,550 above comparative 
availability for 1957. 


More than half of this increase, $363,100, is for payments to the retirement 
fund. The remaining $331,450 is for program increases to provide for (1) 
implementing in the field the expanded records-management programs begun by 
the central office in 1957; (2) accelerating the reduction of backlog in the pres- 
ervation of historical material in the National Archives; (3) full-year operation 
and maintenance of the Truman Library at Independence, Mo.; and (4) added 
workloads in regional records centers. 

Well, that breaks it down pretty well. 

Do you want to give us a little preliminary statement, Doctor? 


GENERAL STATEMENT 


Mr. Grover. Mr. Chairman, I would like to say a few things about 
this first item, ‘“‘Records management.” 

Mr. Tuomas. I thought you said you were going to say a few kind 
words to the committee. 

Mr. Grover. I am going to start off by saying a kind word to the 
committee. 

We have, as a result of the increase you gave us last year in this 
item, accelerated the program of records management dealing with 
records creation and the maintenance of records in current offices. 

As you know, during the last few years we have emphasized the 
disposition of records. 

think this table in the budget justification shows disposals since 
this program was begun, under GSA leadership, of nearly 25 million 
cubic feet of records, which is about the equivalent of 4 million 4- 
drawer file cabinets, which represents a great many obsolete records 
to get rid of outright. 

In addition to that we have, of course, organized the records centers 
and have moved into them a great many records which have to be 
kept for varying periods of time. But we have not done as much in 
the past with this important area of records creation and maintenance. 


RECORDS DISPOSAL 


Mr. Tuomas. I note your disposals have jumped from 285,000 cubie 
feet to 325,000 cubic feet in 1957 to 360,000 in 1958. That is really 
growing. 

Mr. | Yes. I think we are moving ahead in the disposal 
program. 

Mr. Tuomas. The value of it, when you translate it into the cost-of- 
space figure, is anywhere from $2 to $8 down to about 85 cents. 

Mr. Grover. Well, actually, it is about 85 cents per square foot of 
space; that is right. 

Mr. Jonas. With regard to that point, what have you done with the 
filing cabinets which you no longer use? 


Se Be a nS 


1 ae I PCE ae EE 


| 
! 
| 
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Mr. Grover. The filing cabinets are returned on request to the agen- 
cies for reuse, Mr. Jonas. We have turned back a tremendous number 
of cabinets. 

Mr, Jonas. That looks like it would be enough to supply our needs 
for a year. 

Mr. Grover. We have cut down on new procurement of filing cabi- 
nets from a high of about 90,000 to about 30,000. One year we got it 
down to 11,000 throughout the Government, but theré is still some 
buildup in the Defense Department. The Defense Departments have 
been buying filing cabinets. But mostly, we have been able to satisfy 
demand by the release of existing equipment. 

We have turned back more than $13 million worth of filing equip- 
ment since 1950. in this program. 

Mr. Jonas. You turned them back to the agencies ? 

Mr. Grover. Yes, sir; when they request them. 

Mr. Jonas. You do not keep them in your warehouses? They go 
back to the original agency from which they came? 

Mr. Grover. “Yes, sir; for reuse. 

Mr. Ancet. If they have need for them they go back to them, but 
otherwise they are turned in to the Federal Supply Service and are 
reissued to any agency which may need them. 


Recorps MANAGEMENT 
Mr. Tuomas. At this point in the record we shall insert pages 171 
and 172 of the justifications with reference to records management. 
(The pages referred to follow :) 


Records management 





ic. ™ © Wh 
| Average employment 
Amount 


| 
| Department | Field Total 





| $460, 200 | 9. 21.0 | 


Change +153, 000 | +: +9. 5 


| 613, 200 | 32. 6 30. 5 | 
1 


HIGHLIGHT 


“Good records management practices in Government agencies are promoted 
and coordinated. Assistance, advice, and training are provided. Standards 
are established for retention and disposal of records. In 1956, clinics in records 
management techniques were held in 19 key cities for some 2,000 Federal super- 
visory personnel; in 1957 and 1958 special workshops will be organized to train 
Federal records personnel to apply these techniques” (from the budget for 
1958). 

Provisions are made in the 1958 budget to strengthen paperwork management 
activities in line with recommendations of the Hoover Commission which esti- 
mates that substantial economies could be achieved by developing improved 
practices throughout the Government. 

The records management savings achieved thus far by GSA have been derived 
chiefly through a sustained program for disposal of records, and operation of 
Federal records centers. GSA is now working on other aspects of the records 
program specifically mentioned by the Hoover Commission. The Commission 
estimates annual cost of Government paperwork to be $4 billion, and predicts 
that savings of $255 million might be made by more efficient operation. This can 
only be done if GSA provides strong and continuing technical leadership. 
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JUSTIFICATION 


Records and paperwork management is divided into three parts: Creation, 
maintenance, and disposal. For each of these parts, certain control techniques 
have been developed to reduce the quantity and improve the quality of paper- 
work and to improve the effectiveness and reduce the costs of paperwork pro- 
cesses. GSA staff work for each of these techniques varies, but in general it 
embraces the development of standards and procedures, preparation of instruc- 
tional handbooks, visual aids, and other training material, and promotion of the 
program in Federal agencies by surveys, by providing technical on-the-job assist- 
ance in up-dating techniques, and by sponsoring systematic training workshops 
and conferences. 


Performance (in man-years) -.-.. - 35 


). | 
Unit cost TL PGOT EG ee : eae $8, 912 | $9, 095 | $9, 192 


Performance cost (1957 basis) . $318, 162 | $460, 200 | $580, 000 
Contribution to retirement fund___- inde ie ' +33, 200 


613, 200 


Increased funds appropriated for 1957 provide additional records manage- 
ment specialists in the central office to develop programs to insure realization 
of savings and economies. Additional funds requested for 1958 provide an 
average increase of one person per region to carry out the expanded program 
being developed by the central office during 1957. 

(a) Paperwork management campaigns.—Govermentwide campaigns in specific 
areas offering greatest opportunities for improvement will be conducted each 
year through specialized training workshops held in key cities throughout the 
United States. The two planned for 1957 are: (1) Correspondence management, 
and (2) mail operations. For 1958, campaigns will be directed at (1) forms 
control; and (2) filing practices, where the Hoover Commission estimated 
that annual savings in the neighborhood of $100 million annually could be 
reaized by improved practices. 

(bv). Development of stundurds and procedures.—In preparation for govern- 
mentwide campaigns in 1958, 1959, and future years, factfinding will be 
started, standards will be developed, and handbooks and other training ma- 
terials will be assembled in various areas of paperwork management. In ad- 
dition to the forms control and filing practices campaigns planned for 1958, 
campaigns are tentatively planned in 1959 for reports control and quality con- 
trol. These four areas will be given priority but work will also be started in 
such areas as filing equipment and supplies and time and cost standards for 
clerical operations. 

(c) Surveys—Helping agencies establish and maintain effective records 
management programs of their own, and providing technical assistance in solv- 
ing their individual records and paperwork problems, will be continued in both 
1957 and 1958. 

In 1957 the program for NARS staff in Washington includes the completion 
of surveys and assistance already in progress on the paperwork processes of 
the Passport Office of the Department of State, on paperwork at the depart- 
mental and field levels of the Department of Justice, and on the correspondence 
and forms management programs of the Department of Agriculture. Similar 
surveys of sufficient importance to the advancement of the governmentwide 
records management program because of either the agencies or the problems 
involved will be undertaken later in 1957 and in 1958. 

Outside Washington, the regional Records Management Service will assist 
the NARS staff in the local aspects of any national survey in addition to continu- 
ing the conduct of surveys arranged locally. 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing.—$531,000 for 64 positions (63.1 average employ- 
ment.) 

Other objects —$82,200 of estimate includes: 

(1) $23,000 for travel based on 1,000 days, at $23, to carry out nationwide 
records management objectives. 

(2) $14,000 for printing guides and instructional material. 

(3) $33,200 fer contribution to the retirement fund. 

(4) $12,000 or normal office expenses. 


EMPLOYMENT 


Mr. Tuomas. I note you have an increase of 12.5 jobs here for a 
total of 63, at a cost of $613,200, which represents an increase of 
$153,000. 

TECHNIQUES OF RECORDS MANAGEMENT 


What do you do here? These are your salesmen? Do they go into 
the agencies and give the people a little pep talk? This is where you 
originate your business; is it not? 

Mr. Grover. Yes, sir. 

Mr. Tuomas. You have to have your salesmen. If you do not have 
your salesmen you soon run out of business; do you not? 

Mr. Grover. We would. The salesmen are the people who try to 
convince the agencies to use up-to-date techniques not only in this 
field 

Mr. Tuomas. Of course, we like the spoken word, but this informa- 
tion which is set forth on page 171 of the justifications is pretty good: 

In 1956, clinics in records management techniques were held in 19 key cities 
for some 2,000 Federal supervisory personnel. 

Did it do any good? 

Mr. Grover. Yes, sir. 

Mr. THomas (reading) : 

In 1957 and 1958 special workshops will be organized to train Federal records 
personnel to apply these techniques. 

IT do not know what the techniques are, but if you can get your 
salesmen in there and take these old records away from the agencies 
and unload that high-priced space and put the records in your ware- 
house at around 85 cents to a dollar a foot, I think you have done a 
pretty good job. 

Mr. Grover. These techniques are in such fields as correspondence 
management, forms control and reports control. 

Mr. Tuomas. You are just conducting a school; are you not? 

Mr. Grover. No, sir, we are getting results. 

Mr. Tuomas. You state: 





The records management savings achieved thus far by GSA have been derived 
chiefly through a sustained program for disposal of records, and operation of 
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Federal Records Centers. GSA is now working on other aspects of the records 
programs specifically mentioned by the Hoover Commission. The Commission 
estimates annual cost of Government paperwork to be $4 billion, and predicts 
that savings of $255 million might be made by more efficient operation. This 
ean only be done if GSA provides strong and continuing technical leadership. 


Mr. Grover. That is absolutely correct, and I have charts here, Mr. 
Chairman, to show you exactly what we have done in this whole pro- 
gram, governmentwide. 

Mr. Tuomas. Well, Doctor, I admire you and I admire your imagi- 
nation, and I hope you are right. 

Mr. Grover. Tenet to leave this chart with the committee if I may, 
sir. 
Mr. Tuomas. I have another practical question : 

What connection, if any, is there between records management and 
service direction? “Records management” is activity No. 1, and 
“service direction” is No. 5. Let us look at service direction right 
quick. 

Service Direction 


Mr. Grover. In service direction we carry our regional directors. 

Mr. THomas. At page 188 of the justifications you state: 

General supervision over all programs assigned to the National Archives and 
Records Service is provided. 

Supervision is provided in Central Office by the Archivist and his assistant, 
aided by a small administrative staff, and in the field by regional director for 
records management in each of the 10 regions. Cost of penalty mail for all 
programs of the Service is provided for in this activity. 

You come up with a total bill of $280,100. 

How many people do you have involved ? 

Mr. Grover. We have 28 positions. 

Mr. Tuomas. How many people out of that 28 are supervising your 
salesmen in records management ? 

Mr. Grover. Well, the eight people in the Central Office are in my 
immediate office, Mr. Chairman. The other 20 people are in the 
regional offices and are the regional directors for records programs and 
their secretaries. Regional directors are, themselves, engaged in this 
selling operation as we all are. I am engaged in it myself almost full 
time. 

Mr. Tuomas. Yes; and I bet you are the best, too. 

At this point in the record we shall insert page 188 of the justifica- 
tion. 

(The page referred to follows :) 
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Service direction 


Average employment 














Amount Leet pel Dance bc cht hieansinas 
Department Field Total 
1. es =o EE castes eal Meese 
WIR a i os as AE abi epenins , $266, 100 8 20.0 28.0 
CRN. dence chk Las te ha tea cecal +14, 000 ve —.2 —.2 
NE Sree. oe Sigh OER | 280, 100 8 | 19.8 27.8 
HIGHLIGHT 


General supervision over all programs assigned to the National Archives and 
Records Service is provided. 

Supervision is provided in central office by the Archivist and his assistant, 
aided by a small administrative staff, and in the field by a regional director for 
records management in each of the 10 regions. Cost of penalty mail for all pro- 
grams of the Service is provided for in this activity. 


1956 1957 
| 
»| 


1958 

| 
General supervision __. Li | $229, 878 | $239, 000 $239, 000 
Ponalty mail costs. ..san --nesen~sese , vas | 22, 300 | 27, 100 | 27, 100 
Total cost or estimate (1957 basis) __-_ i et | 252,178 | 266, 100 266, 100 
Contribution to retirement fund ___- 25 : Aol | | | +14, 000 
a I IF a etka 5 ib weed abl aod eral ce 280, 100 

| 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and staffing.—$223,800 for 28 positions, the same as in 1957, 
distributed as follows: 








1956 1957 1958 
; natin. Lhe hi einepceme ce 
Oubbeieiies. 20000). iti be} al -algosy. uly 8 | 8 8 
ee SR a ae ee alaal 20. =| 20 20 
ON ING Si aig open nde yh -pa ror dqcegeene Leottr pues 28 28 28 
Average employment -- eae hal - i 27.7 28 7.8 
| 








Other objects.—$56,300 of which $27,100 is for penalty mail costs, and $14,000 
is for contribution to the retirement fund. 


The balance of $15,200 includes: (1) $8,200 for travel based on 328 days at 
$25; (2) $7,000 for normal! office expenses. 

Mr. THomas. You may proceed, Doctor. We do not want to cut 
you off. 

Mr. Grover. There is no increase in service direction, Mr. Chairman. 


ReEecorps CENTERS 


Mr. Tuomas. What about the records centers? Let us get down 
to the meat in your coconut. 

Mr. Grover. Our centers are still moving toward that goal of 
having 50 percent of the Government’s records in center-type storage 
space. 

Mr. Tuomas. At this point in the record let us insert pages 175 
through 178 of the justifications. 

(The pages referred to follow:) 
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2. Records centers 


Average employment 
Amount i 


Department | Field Total 


. ccunites $3, 994, 500 
Change i aie shea} +219, 700 


| 
—|______——|— be Jeet ole. 
10 


| =— —_ eS 
iii ce Be a ‘ cle 4, 214, 200 | 10 
} 


HIGHLIGHT 


“Records of Government agencies which must be retained for periods of time, 
but are not needed for frequent reference, are brought into and administered in 
10 regional records centers and 5 annexes until disposal can be effected. A na- 
tional center at St. Louis administers records of former civilian employees of the 
Government and a locator file for currently employed personnel. The increase 
in 1958 is mainly to provide for increased workload shown in the following table: 


1956 actus | 1957 esti- 1958 esti- 
mate 


| 
| 
t 
a 


Records administered (millions of cubic feet)... 
Reference services provided (millions) 
(From the budget for 1958.) 


The 1958 program provides further progress toward achieving the Hoover 
Commission recommendation of having 50-percent of all Federal records in records- 
center-type space. With the net aceessions provided for in the budget the centers 
will have custody of some 3.3 million cubic feet of records by the end of 1958. 
This, together with other records-center-type operations performed by DOD and 
GAO, will cover about 46 percent of all Federal records. 

Based on actual operations since its inception in 1951, the records-center pro- 
gram had released through 1956 (a) 265,000 usable filing cabinets, (6) 271,000 
usable transfer cases, (c) 1,455,000 square feet of reassignable office space, and 
(d) 2,112,000 square feet of reassignable storage and industrial space. 


Summary of performance ‘cost 


1957 1958 





(a) Regional records eenters_____ _. Lajas a $2, 312, 982 $2, 499, 500-4 $2, 529, 600 
(6) Personnel records center 4 1, 356, 042 1, 370, 1, 400, 000 
(c) Capital outlay. _._...._.-- aa 158, 436 125, 

Total cost or estimate (1957 basis)_.._...._-- 3, 827, 460 3, 994, 5 
Contribution to retirement fund 


Estimate, 1958 


Justification 


(a) Regional records centers: 
Records administered (cubic feet) - 3, 503, 000 3, 833, 498 | 4, 093, 498 
Unit cost_......- ; ' $0. 660 $0. 652 $0. 618 
Performance cost (1957 basis) __- $2, 312, 982 $2, 499, 500 $2, 529, 600 
Contribution to retirement fund_-.._-_. : +$118, 200 


Estimate, .1958_ . _- Woaee $2, 647, 800 
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A cubie foot of records administered is work unit used to express overall work- 
load. This unit includes (1) bringing records into records centers (accessioning), 
(2) destroying records in accordance with disposal regulations (disposal), and 
(3) answering inquiries based on files in custody (reference). For workload 
purposes, records administered consist of records on hand at beginning of year 
plus accessions, disposals, and transfers during year. 

The GSA regional records centers began 1957 with 2.9 million cubic feet of 
records in custody. Performance programed for 1957 includes bringing into centers 
600,000 cubic feet of records, scheduled disposal of 325,000 cubie feet now in 
centers, and about 1.3 million reference services. 

The 1958 estimate provides for bringing into the regional centers an additional 
550,000 cubic feet of records, the scheduled disposal of 360,000 cubic feet now in 
centers, and for rendering about 1.4 million reference services. Together with 
some 3.2 million cubie feet of records on hand at the beginning of the year, work- 
load for 1958 totals over 4 million cubic feet of records administered. 








1956 1957 1958 

Records in custody eau ta CR Wie cane cn dete adcsade ciel 2, 472, 495 2, 908, 498 3, 183, 498 
Records accessioned . ree neil cgglblade 733, 255 600, 000 550, 000 
Records disposal. seahd a 5 ne dae 285, 140 325, 000 360, 000 
Records transferred out of regional centers. __- ae SS Me O18 bs. .- Sith ceed Be wcad 

Records in custody end of year_- eugene 2, 908, 498 3, 183, 498 3, 373, 498 
Records administered _-_____-._- aes pai aan hashes 3, 503, 000 3, 833, 498 4, 093, 498 
Reference services...........-.---------- ee oe oe a2 1, 225, 862 | 1, 300, 000 1, 400, 000 





Record schedules providing disposition instructions for most Federal records 
have been completed by all major Federal agencies, but they provide for the re- 
tention of many records longer than appears to be absolutely essential. A large 
class of such records now planned for “‘indefinite’’ retention are subject files, vary- 
ing in coverage from central files of a bureau to the files of individual officials. 
In most cases, the bulk of the papers in such files are not worth long retention, but 
it will be necessary to identify the relatively few types of documents of continuing 
value and then provide orderly procedures for extracting them from the rest. 
In addition, instructions for the destruction of district court records of civil cases 
will be prepared, and files in various agencies relating to the entrance of individ- 
uals into the country and their departure, in which there is considerable duplica- 
tion, will be studied to determine whether or not retention periods of some of the 
files can be reduced. 

Unit cost for all 3 years includes rental and operation costs of records-center 
space. Utilization of spacc in records centers, currently a ratio of 2.5 cubic feet of 
records to each square foot of space, results in space and related costs averaging 
20 cents per cubic foot of records administered. 


(b) Personnel records center 














1956 | 1957 1958 
Number of reference services __ 3 eat 3 | oma i. .. 600, 000 580, 000 
Unit cost... Sbonie aes $0. 99 $0. 97 
Performance cost (1957 basis) _ ___- » sails ities $661, 201 201 $594, 000 $563, 000 
Interfiling locator documents, b pemennel, and pay folders .. 2, 355, 393 ~ 9 355,393 | 2, 770,000 000 3, 045, 000 
Unit cost... ...... ; ; =| | $0 $0. 295 $0. 280 $0. 275 
Performance cost (1957 basis)... | $004, $004,841 | $776, 000 $837, 000 
Total cost (1957 basis). Sede | $1, 356, 042 ‘$1, 386,042 | $1,370,000 | $1, 400, 000 
Contribution to retirement fund._..._____-_-__- a | +$66, 400 
BI iiiccks ci berinecnwncdnencccdoeiaaaes ---|-- ---} $1, 466, 400 
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Workload of this subactivity is measured by two work, units: (1) number of 
reference services rendered, including providing documents and information re- 
quested by agencies from records in custody and refiling folders, (2) interfiling 
personnel and pay folders of separated personnel received from Federal agencies, 
and maintaining a national locator file on some 2.5 million individuals. 

The St. Louis Records Center maintains a national locator so that information 
is available as to what persons are currently employed by the Federal Government 
throughout the world. This locator is of prime value to investigative agencies. 
Likewise, because the appointment-apportionment laws can be best adminis- 
tered by the Civil Service Commission using the St. Louis file, the center now 
provides the Commission with apportionment data. 

All agencies now inform the center of new appointments and transfers as well 
as sending personnel files of their separated employees and related pay records 
there on a monthly basis. It is estimated that in the future the center will be 
required to process an annual minimum of 2.5 million file items. In addition to 
the some 500,000 official personnel folders and approximately 900,000 locator 
personnel action forms expected, many pay folders and health folders will be 
received by the center for filing. 

Breakdown percentagewise of the some 580,000 reference inquiries to be handled 
in fiscal year 1958 is shown below: 


Rehire: Percent 

Department of Defense 

All other Federal agencies 
Service histories: 

Department of Defense--__ - 1 

All other-Federal-agenci 

Private industry 
Investigation: 

Federal Bureau of Investigation 

Civil Service Commission : 
Unemployment insurance: State gove rnments_____. 
Retirement and apportionment: Civil Service C ommission _ 
General information: Congressional and private indiv iduals___ 
Locator information: Federal Bureau of Investigation_____ _- 


Mr. Tuomas. This is the backbone of your operation, if you pe me, 
Mr. Grover. It is a very important part of it, Mr. Chairman. 
Mr. Tuomas. You are doing rather well, Mr. Grover. 

You have jumped from 621 to 639 people, and dollarwise, you have 
gone to $4,214,200, or an increase of $219,700. 

I did have a figure in mind which reflected that you had a little 
more people than you needed at your records centers all along. 

Mr. Grover. We staff our records centers strictly on a work- 
measurement. basis, Mr. Chairman, and we have been getting the 
production up on each function every year since 1950, and unit costs 
have been reduced each year. 

If you can find any water in our centers, I will drink it all. 

Mr. Tuomas. Who wants water, Doctor? 

You state: 

Records of Government agencies which must be retained for periods of time but 
are not needed for frequent reference, are brought into and administered in the 
10 regional records centers and 5 annexes until disposal can be effected. A 


national center at St. Louis administers records of former civilian employees of 
the Government, and a locator file for currently employed personnel. 
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ST. LOUIS RECORDS CENTER 


You are spending on the St. Louis Records Center $1.4 million in 
1958 as against $1,370,000 in 1957? 

Mr. Grover. That is right. 

Mr. Tuomas. The other 9 cost you $2.5 million. 

In other words, on one center, sir, you are spending —— 

Mr. Grover. We are spending on this 1 center $1,400,000. 

Mr. Tuomas. What I am trying to tell you is that you are spending 
a little better than one-fourth of your money on one center. 

Mr. Grover. That is right, sir. That is the only center of its kind 
in Government and is a very large and active one. 

Mr. Txomas. How long has it been in operation? 

Mr. Grover. We started that with a transfer of records from the 
Defense Department in the fall of calendar year 1951. 

Mr. Tuomas. And you have been ballooning it every year? 

Mr. Grover. Mr. Chairman, we took over 260 people who were 
with that operation in the Defense Department and serving only the 
Defense Department, and we have a budgeted figure here, I think, of 
256 now who serve not only defense but also the entire Government. 

Mr. Tuomas. What do you need with it? You are talking about 
accumulating records, but you are encouraging the agencies to ac- 
cumulate and rewrite. The Civil Service Commission has a master list 
of civil-service employees. The Veterans’ Administration has a list of 
veterans of all wars, listing about 17 million of them. Then, you 
come along and you have this operation. This is a nice luxury. 


LOCATOR FILE OF CIVILIAN EMPLOYEES OF THE GOVERNMENT 


Mr. Grover. No, sir; the Commission’s listing that you speak of 
is in this center at St. Louis; it is a locator list of current employees. 
We perform that function for the Commission. There is no duplication 
there. These files in St. Louis are their locator files plus the individual 
personnel folders of former Government employees. 

Mr. Tuomas. If you do that for them, they are going to lose about 
$240,000 or $250,000, because I think it is set out in their budget. 

Mr. Grover. In the budget of the Civil Service Commission? 

Mr. THomas. Yes. 

Mr. Grover. We took over the current locator files of the Civil 
Service Commission. 

Mr. THomas. What is the value of it? It is a nice luxury to have. 
In other words, if X business concern wants to find out where Bill 
Jones is, they write you and you check your file and tell him in which 
agency he is located? 

Mr. Grover. No, sir. Those inquiries constitute less than 1 
percent of our inquiries. The big volume of inquiries on this comes 
from investigative agencies and from the agencies which employed 
people originally and from the Civil Service Commission. 

Mr. Tuomas. Why should not the agency employing them in the 
first place keep up with it? In other words, he has to write a letter to 
you and you have to answer the letter, and that creates more expense 
to the Government. 

Mr. Grover. Mr. Chairman, we have saved, and I can prove it in 
detail——. 
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Mr. Tuomas. Well, do it right now. 

Mr. Grover. On personnel for this center which is operated in 
St. Louis with less than 260 people, there has been a substantial 
savings. The total personnel in the departments that were released 
as a result of this operation was over 500. There has been a 2-to-1 
savings because we handle the records on a mass performance basis. 

Mr. Tuomas. Can you put your finger on the reduction in the 
various bureaus and agencies? 

Mr. Grover. Over a period of time; yes, sir. We can show you 
where they came from. 

Mr. Tuomas. I just thought that was a nice luxury. Of course, 
it is good to have. 

Mr. Grover. Absolutely. 

Mr. Tuomas. And you are rendering them fine service. There is 
not any question about that, but I thought, maybe, it might be a 
luxury during this day and time when money is a little tight. 

Mr. Grover. I do not think so. 

Mr. Tuomas. I thought you might forego it at this time. 

Mr. Grover. Mr. Hoover or the Civil Service Commission. would 
not consider it a luxury at all. 

Mr. Jonas. Mr. Chairman, 43 percent of the inquiries are about 
rehiring people. I thought you said the principal item was investi- 
gations by the FBI. That is only 11 percent. 

Mr. Grover. This rehiring is the returning back to the original 
agencies of the folder of the person. When a person separates his 
folder is sent to St. Louis, after 30 days. If he is rehired at any 
other place in the world, or by any Federal agency, they would call 


for his folder back, and that constitutes 31 percent for the Depart- 
ment of Defense and 12 percent to all other agencies. As you see, 
investigative services run about 26 percent. 

Mr. Tuomas. I have a notation written here to the effect as to 
whether or not it is worth the money. 


Mr. Grover. I do not think the Government could get along 
without it. 


WORKLOAD IN RECORDS CENTERS 


Mr. Tuomas. The workload for this activity is measured by unit 
cost. You state that the unit cost for all 3 years includes rental and 
operation costs of records center space. You say utilization of space 
in records centers currently is a ratio of 2.5 cubie feet of records to 
each square foot of space. 

You also say: 

Workload of this subactivity is measured by two work units: (1) Number of 
reference services rendered, including providing documents and information 
requested by agencies from records in custody and refiling folders; (2) interfiling 
personnel and pay folders of separated personnel received from Federal agencies, 
and maintaining a national locator file on some 2.5 million individuals. 

How many people do you have at this center? 

Mr. Grover. Two hundred and fifty-six. 

Mr. THomas. Where are the green sheets on it? 

Mr. Grover. At page 180 of the justifications. It is not broken 
out by St. Louis. They are mostly grades 3 and 4 clerks. 

Mr. Tuomas. However, this covers your entire setup? 

Mr. Grover. It covers all the centers; yes, sir. However, St. Louis 
is broken out on page 179, 256, and there on 398 in the original centers. 
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OTHER OBJECTS 





Mr. Tuomas. With reference to ‘Other objects,’”’ we will insert at 
this point in the record page 179 of the justifications. 
(The page referred to follows:) 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet) 


Personal services and staffing.—$2,633,200 provides for 654 permanent positions 
(639 average employment). 

















| 1956 | 1957 1958 
Cee ee acca uke noeeeccseapecce 348 386 398 
(6) Personnel records center... -.............-......--.--.---- 246 250 256 
Total positions..........-- 2... 504 | 636 654 


lin lititetisien cota dcieinnte «sigan dnbicgs 564 621 639 


- 





Other objects.—$1,581,000, of which $1,290,000 or 30.6 percent of total estimate 
covers program operations including: 

(1) $671,000 for rent and utilities and $320,000 for maintenance and related 
costs of records centers space reimbursable to BM fund. 

(2) $47,000 for transportation of accessioned records. 

(3) $57,000 for use of motor pool trucks and cars, miscellaneous operating 
equipment, and minor space improvements. 

(4) $95,000 for program supplies, including cardboard container replacements, 
forms and other requirements for personnel records function at St. Louis, Mo. 

(5) $100,000 for capital investment in permanent equipment. 

The remainder of $291,000 covers: 

(1) $23,000 for travel, based on 1,000 days at $23, for work with other agencies 
in the field to carry out records management program, and to inspect agencies’ 
records prior to shipment to centers to ensure maximum on-site disposals and 
preclude unnecessary shipping and handling costs. 

(2) $83,400 for normal office expenses, including communications, printing 
and reproduction, equipment maintenance, health room services, and admin- 
istrative supplies and materials. 

(3) $164,600 for direct and $20,000 indirect (BMF) payments to the retirement 
fund. 


Mr. Tuomas. Other objects total $1,581,000 of which $1,290,000 
of the total estimate covers program operations, including $671,000 
for rent, and utilities; and $320,000 for maintenance and related costs 
of records centers space reimbursable to the BM fund. That does not 
tell us much; does it? 

CAPITAL OUTLAY 


You have a capital outlay item of $100,000 for 1958 against $125,000 
for 1957, and against $158,886 for 1956. 

Mr. Grover. That is for shelving and boxes. We expect to get up 
to the 50 percent target which has been set for us both by the Bureau 
of the Budget and the Hoover Commission sometime during 1960, at 
which time our capitalization should stop, and we should level off. 


USERS OF REGIONAL RECORDS CENTERS 


Mr. Tuomas. Who are your biggest customers now at your records 
centers? 

Mr. Grover. Our biggest customer for the regional records centers 
is the Internal Revenue Service which has about 600,000 cubic feet 
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of records in our regional centers. These are mostly income-tax 
returns which are kept for 6 years. 

Mr. Tuomas. Did you get. any new customers during this past 

ear? 

. Mr. Grover. We are getting a lot from the Veterans’ Administra- 
tion, now, Mr. Chairman, due to your fine support. 

Mr. THomas. What, tangibly, did your salesmen produce this year? 

Mr. Grover. Well, last year we mentioned this work we had done 
in connection with the Passport Office, Mr. Chairman. 

Mr. Tuomas. For $613,000, what did these salesmen do? They 
cost you $613,000, and how much new business did they generate 
for you? 

Mr. Grover. In the way of transfers of records, as I say, Mr. 
Chairman, we pretty well have that situation under control. I mean, 
the program is moving along. Now, the question—— 

Mr. aces Well, you do not need those salesmen, then. 


NEEDS FOR MANAGEMENT OF RECORDS CREATION AND MAINTENANCE 


Mr. Grover. The question is whether we move into these fields of 
records maintenance and records creation where the cost is greater and 
where the savings could be greater. I think we should push that pro- 
gram with all the vigor we have. 

Mr. THomas. You mean to say you do not expect to have any more 
retords moved into your centers? 

Mr. Grover. Yes, sir; we intend to have them moving in regularly, 
but I say that program is pretty well organized. The records are 
moving in regularly every year on a continuing basis and being dis- 
posed of at almost the same rate. 

We have a lot of work still to do on disposal, for example, the shorten- 
ing of retention periods. A good many agencies are listing records 
as permanent that really are not permanent. 

Mr. Tuomas. That is a job for your salesmen; is it not? 

Mr. Grover. That is one of the jobs our ‘salesmen are doing, 
Mr. Chairman, but I think our big problem now is in the field of 
records creation and maintenance. An estimate has been made and 
verified by a Senate committee and by the Hoover Commission that 
it costs $4 billion a year for the creation and maintenance of records 
throughout the United States Government—the creation, mainte- 
nance, and disposition of records. Of that cost, less than 1 percent 
is the disposition cost. Ninety-nine percent is in the field of creation 
and maintenance. 

Mr. Tuomas. Wait a minute, Mr. Grover. Four or five years ago 
when you were getting started on this program, you were going to 
empty these high-priced space areas where these records are stored. 

Mr. Grover. We did, sir. 

Mr. Tuomas. You were going to empty these spaces of their records, 
and were going to put them out in this cheap space, and you stated 
that the people were just hoarding these useless records and paying 
$3 or $4 a year per square foot for the storage of them, and a lot of 
people were involved. 

Now, you are going into the educational field. 

Mr. Grover. We are going into the field of trying to get these 
agencies to up-date their tec hniques and perform better in the field 


88278—57—pt. 2——-17 
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of records management. ‘The trouble is that all organizations in the 
20th century—both business and Government—have been hit by 
revolutionary technological changes in office methods. We must 
persuade the agencies to up-date their techniques to accommodate 
themselves to this new situation—use new tools. 

Mr. THomas. What are these new tools? I would like to put them 
m my Office also. Tell me what they are. I would like to buy some 
of them. 


FILING MANUAL FOR CONGRESSIONAL OFFICES 


Mr. Grover. I will tell you one good tool which we have coming 
up for your offices, Mr. Chairman, and that is a filing manual for 
eongressional offices. We have produced one, but the first one off 
the press, I am sorry to say, was not for the House, but was for the 
Senate. We have had so many requests from individual Members of 
Congress to help them work out and organize the files in their offices 
that. we decided we would give Members of both the House and the 
Senate a filing manual. Here is the first one out. The one for the 
House side will be out within 3 or 4 weeks. We have been flooded 
with requests for it. 

Mr. Tuomas. How much did that cost you, Mr. Grover? 

Mr. Grover. There is a real need for it. It cost the services of 
about 1 man-year. Last year I mentioned the work which we have 
done in the Passport Office. ’ 

Mr. THomas. What else do you have? I want to buy some more 
when I read that. What else do you have to sell? 

Mr. Grover. I would not mind coming up to Congress, if you 
gentlemen would be willing to give your secretaries a workshop in 
correspondence management. I think it might be useful. 

Mr. Tuomas. Go ahead. 

Mr. Grover. Let me leave this manual with the committee, please. 

Mr. Tuomas. Wait a minute. You are selling today two things: 
You have a manual on filing, and you are going to take the secretaries 
and show them how to write letters. My guess is that, when they get 
through with you, they are going to teach you a whole lot. 

Mr. Grover. I hope so. 

Mr. Tuomas. Go ahead. What else are you going to sell us now? 


FINAL REPORT ON PASSPORT OFFICE SURVEY 


Mr. Grover. What I want to leave with you is the final report on 
the Passport Office which was mentioned last year in very flattering 
terms in this committee, and we have here, specifically with Miss 
Knight’s concurrence and approval, a report that shows an increased 
production in that Office in fiscal 1956 of 16 percent, and an increased 
production in 1957 of 25 percent. 

Mr. Tuomas. I do not know whether Congressman Rooney, of 
New York, is going to agree with your statement. 

Mr. Grover. He has seen this. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Grover. Well, he has seen this report, Mr. Chairman, and 
this report is sound and conservative, and it shows how in this field 
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of records. management improvements can be made. We helped 
them to increase their production on filing and so forth. 

Mr. THomas. What else did you do last year? That was your 
sales talk last year. You have to have a new one now. Whom did 
you educate this year for $6 million? 

Mr. Grover. In addition to these records management-—— 

Mr. THomas. You are getting to be quite expensive now. 

Mr. Grover. I hope this will not continue indefinitely, Mr. 
Chairman. 

Mr. THomas. Well, whom did you educate this year, Mr. Grover? 
It was the State Department last year. 


DEPARTMENT OF AGRICULTURE SURVEY 


Mr. Grover. We have completed a survey in the Department of 
Agriculture of their forms and correspondence. We estimate, if Ralph 
Roberts will install our recommendations, and he is moving ahead on 
that, that he should save something like 1 million man-hours in the 
Department of Agriculture. 

Mr. Tuomas. Who is Ralph Roberts? 

Mr. Grover. Ralph Roberts is assistant secretary for adminis- 
tration. 

Mr. Tuomas. You will save 1 million what? 

Mr. Grover. About a million man-hours of personnel time. We 
are working equally as hard right now with the Veterans’ Administra- 
tion and we are working with the Civil Service Commission. 

Mr. Tuomas. When you say “We,” who is doing this work? 

Mr. Grover. The Records Management staff. 

Mr. Tuomas. That is the salesmen? 

Mr. Grover. They are salesmen, if you want to call them that, 
but they are really technician-salesmen. 

Mr. Tuomas. Well, that word ‘‘salesmen”’ is not a bad term for it, 
is it? 

Mr. Grover. I am all in favor of it. They have to sell, and I 
know that. 

Mr. Tuomas. If they do not sell, you will soon be out of business; 
I will tell you that. 

Mr. Grover. I sure will. We are now working in the Justice 
Department on a rather large survey of reports, correspondence, filing 
maintenance and disposition, and I think that survey will be pro- 
ductive. 

CLINICS AND WORKSHOPS 


In addition to this agency*by-agency approach, we are trying to 
attack the problem on a mass basis by putting on these clinics and 
workshops in specialized areas. We try to train the Government 
people at supervisory levels to install these updated techniques in 
their own offices without our help. This is a big Government. 

Mr. Tuomas. Mr. Grover, those salesmen are working hard and 
doing a good job. You have convinced us of that. 


EMPLOYMENT IN SERVICE DIRECTION 


What are you going to do with 28 people in your personal office? 
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Mr. Grover. Those are the 28 people I have had in my office for 
some years. I could list them for you. 

Mr. Tuomas. Do you need all 28 of them? 

Mr. Grover. Eight of them are in the central office, and. there are 
two each in the regional offices, making a total of 20 in the field. 


ARCHIVES AMD RELATED SERVICES 


Mr. Tuomas. What about your Archives operation? 

At this point in the record we shall insert page 181 of the justifica- 
tions. 

(The page referred to follows:) 


Archives and relaied services 





Average employment 
Amount 








nats Leg abo pian est 
| 
| 


Department Field Total 
BDES? 6 los icny sce acghebasaclassatewcentubacnake $1, 804, 200 318. 5 | sas dl st 318. 5 
CR... candipinndipgsaqnskpsoqudass ost’ ieosesy +276, 200 +16.0 |---------~ wh +16.0 


WINS. cacincsscccccte-coccccrcccceccscesens 2, 080, 500 334.5 | - . 334. 5 


HIGHLIGHT 


“The permanently valuable records of the Government are selected, arranged, 
cataloged, preserved, and serviced in the Archives of the United States. Related 
services consist of (a) publication of the Federal Register, Code of Federal 
Regulations, United States Government Organization Manual, the slip laws, and 
the United States Statutes at Large, (b) preservation and servicing of historical 
records at the Franklin D. Roosevelt Library and the Harry 8S. Truman Library, 
and (c) servicing the National Historical Publications Commission. The increase 
for 1958 is mainly to provide for the first time for operation of the Truman 
Library.”’ (From the Budget for 1958.) 

Other increases are provided in 1958 to phase liquidation of backlog in records 
preservation over a 14-year period and $108,700 for payments to the retirement 
fund. 

Summary of performance cost 


| 





1956 1957 1958 
Cg OES al aS ee - | $1, 398, 304 $1, 466, 200 $1, 513, 800 
Te ES BT See eye eee ers eee See arenas eee 257, 029 | 268, 000 278, 000 
RO ee eee aaa 64, 843 | 70, 000 180, 000 
Total cost or estimate (1957 basis) .........-.--- ks ect ie | 1, 715, 266 1, 804, 200 1, 971, 800 
CIEE OO HUET NEEIIED SNUI s gac oeiteccedietndecneudcoanenel subnonscuccess [--+-----<-- aga -+-108, 700 
NY A ager ethene aaten ct eameimtcceere carn t tree! ascceeds er abeaues 2, 080, 500 


JUSTIFICATION 


(a) National Archives.—Permanently valuable records of the Government are 
selected, arranged, cataloged, preserved, and made available for use. The essen- 
tial workload and cost of the program are set forth below followed by a brief 
explanation of performance: 
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(1) Appraisal and selection: 
Number of items--__- 
Cost or estimate--.- 
(2) Preservation: 
Items flattened __--. 
Items laminated. -- 
Items microfilmed --__.-___--- 
Cost or estimate __._-_- 

(3) Arrangement and finding aids: 
Items arranged_- 
Finding aid entries 
Cost or estimate. __.......-...._---- 

(4) Reference and reproduction: 

Number of reference services --- 
Number of reproduction units_ 
Cost or estimate 


(5) National Historical Publications Commission a (not sus- 


ceptible to work unit) -_- 


Total cost or estimate (1957 aay 
Contribution to retirement fund _-_..--.-.--.---- 


Estimate 1958... __--. 


Mr. Tuomas. Not much change 


preservation and Federal Register, 


big increase for Presidential librari 
Library? 
Mr. Grover. With respect to the 


Performance cost 


3 








i ope ioe 

sao ltst) 9, 308 9, 500 9, 500 
sesilldad $74, 026 $74, 200 $75, 000 
300, 740 350, 000 | 350, 000 

Ses 65, 496 75, 000 100, 000 
147, 451 850, 000 1, 800, 000 

| $183, 247 | $200,000 $248, 800 

__.| 1,348,610 | 600, 000 500, 000 

ee, 35, 296 40, 000 45, 000 

-| $434, 422 $417, 000 | $400, 000 

413, 795 | 420, 000 | 430, 000 

: 536, 102 550, 000 550, 000 
$699, 261 $715, 000 730, 000 

a $52, 438 $60, 000 $60, 000 
fougpei $1, 393,304 | $1, $66, 200 | $1,513, 800 
vaioas coe +86, 200 








here except for a little more for 
$108,700 for retirement, but a 
Is that for the new Truman 


es. 


Truman Library, Mr. Chairman, 


I should say that we have drafts of the documents offering the library 


to the Government and we have bee 


on working informally with repre- 


sentatives of the library corporation on those drafts. 
Mr. Tuomas. Will you please comment briefly on the cost of the 
two libraries on an annual basis? 
Mr. Grover. We expect the cost of the Roosevelt Library where 
we support only the professional staff in the building to run about 
$70,000 next year. 


PRESIDENTIAL 


buildings management; does it not? 
Mr. Grover. Yes, sir; that is by 


LIBRARIES 





Mr. Tuomas. The Department of the Interior covers the cost of 


the National Park Service. 


Mr. Tuomas. I meant the National Park Service. 
Mr. Grover. With reference to the Truman Library, in Independ- 


ence, Mo., 


the building maintenance will be handled by the Public 


Buildings Service, and that is included in this budget in the amount 


of $55,000. 
Mr. THomas. What is the total ce 
Mr. Grover. Out total cost is $1 


ost of both libraries? 
65,000. 


Mr. Tuomas. That is for the maintenance and operation of the 


buildings, and your cost, too? 


Mr. Grover. And our cost for the Roosevelt Library. 


Mr. Tuomas. That is $165,000? 


Mr. Grover. For our cost of the Roosevelt Library, plus the 


Truman Library for both maintenance and operation is $180,000. 





















Mr. THoMAs. 
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Let us break down the cost of the two libraries. 


You have lumped them in at $180,000 this year as against $70,000 


last year. 
Mr. Grover. 


On the Roosevelt Library it is running $70,000. 


That is for the professional staff. 


Mr. THoomas. Th 


Mr. GRovER. 
Mr. THoMaAs. 
Service? 
Mr. Grover. 
Mr. THoMAs. 
Mr. Grover. 
Mr. THoMAs. 
Mr. GRovER. 
next fiscal year 


at is your cost? 
That is our cost. 
Then you have $70,000 to the National Parks 


I think the Park Service runs about $65,000. 

That is maintenance and operation of the building? 
Yes, sir. 

Let us go to the Truman Library. 

The cost for the Truman Library beginning in the 
will be a total of $110,000 split exactly $55,000 for 


staffing and $55,000 for building maintenance. 


Mr. THOMAS. 
the other half? 

Mr. Grover. 

Mr. THomas. 
$55,000? 

Mr. GRoveER. 

Mr. THOoMAs. 
libraries? 

Mr. GRovER. 


Public buildings has half of the cost, and you have 


That is right, sir. 
$55,000 is yours, and Public Buildings Service has 


Yes, sir; but it is in our portion of the budget. 
How many people do you have in each one of these 


In the Roosevelt Library we have a staff of 12, and 


I eapeck in the Truman Library to have a staff of 11. 
They plan to dedicate the library on Mr. Truman’s birthday, May 
8, and expect to turn it over to us soon thereafter. 


Mr. THoMAS. 
Mr. Grover. 


Mr. THOMAS. 


Your figure of $110,000 is on an annual basis? 
Yes, sir. 


ADMINISTRATIVE OPERATIONS 


We have already gone over Service Direction. Put 
£ 


page 190 of the justification in the record. 
(The page referred to follows:) 


BSP OU... UL we, 


Administrative operations 
Amount 
Jed UPEUICLL 301.01 2 .Gdagiai ch. eae $380, 450 
wildedile ch ii sie open eerdeiede- aus weeneh adean tel eee 


412, 000 
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HIGHLIGHT 


Financial, administrative, legal, planning, and coordination services to support 
this program are provided by the integrated staff organization of GSA. 


| 





























1956 | 1957 =| 1958 
ta i aa ccc il Nac ch oe eee ke ee oil 
Distribution of eost by subaetivity: | 
(a) Financia] services..................- ncthenhhithan anil $160, 268 $166, 600 $168, 800 
(6) Planning and agency services. __-- gif 77, 287 81, 800 | 92, 600 
(ec) Aaminigtrative services. .... .......-..-- << ce cepee 111, 609 113, 050 | 118, 000 
Ce a cciiceesoninwaqemeuneaien 20, 016 19, 000 | 10, 000 
Total (1957 basis) - inoclhsiincrapiaiaideeaieaaal 369, 180 380, 450 389, 400 
Contribution to retirement fund_.___- bj didn Sab cddsdddola 1 itil -+-22, 600 
Estimate 1958_............- béo-ocsiosgigens Mimabengniad eae ataane ae nics 412, 000 
Estimated man-year equiv alent_. ‘ lest 58.7 61.0 60.7 
— — | — =—S—= 
Workload for selected functions: 
Financial services: | 
Employees payrolled- -____- ieasingniaigeenibne 1,014 1, 102 1, 144 
Vouchers processed _ -... -- -- Both i. ode D dokok 4, 193 4, 700 5, 100 
Administrative services: 
Personnel, employees serviced. ...._.._-- Seis 1,014 1, 102 1,144 
Personnel seeurity investigations processed......-... 41 90 | 90 
Legal services performed.._....................-..... ea 2,719 2, 600 | 2, 000 


Based on workload which will be generated by records management programs 
proposed for 1958, it is estimated that the cost of administrative operations, 
excluding contributions to retirement fund, will be $389,400 or 5.4 percent of 
$7.2 million requested in 1958 as compared to 5.5 percent ratio for 1957. 

Mr. Tuomas. This covers the financial, administrative, legal, 
planning, and coordinating services, and is in the total amount of 
$412,000. 

Mr. Grover, I note that for ‘Financial services’? Mr. Medley is in 
here with $168,800 for 1958 as against $166,600 for 1957. 

What about ‘Legal services?” 

That goes from $19,000 down to $10,000, and the “Administrative 

services” go from $113,050 in 1957 up to $1 18, 000 for 1958. 
The “ Tanning and agency services” jump from $81,800 to $92,600, 


MICROFILMING 


Mr. Jonas. Mr. Chairman, before Dr. Grover leaves I would like 
to go into the question of microfilming. 

Mr. Tuomas. Very well. 

Mr. Jonas. Is the filming job complete? 

Mr. Grover. The motion-picture film conversion is complete. 

Mr. Jonas. That is complete? 

Mr. Grover. Yes, sir. We appreciate very much the support of 
this committee on that project. 

Mr. Jonas. Have you given any considerstion to reducing space 
through more extensive use of microfilming? 

Mr. Grover. Well, we are requesting under the preservation 
function in this budget some additional funds for microfilming; yes, sir. 
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Mr. Evins. Before the doctor leaves, let me make an observation, 
or make a complimentary statement in regard to his testimony before 
this committee. I think that Dr. Grover has had all the answers, 
he has had the facts at hand, and his presentation was a much better 
one than the testimony we received on the strategic and critical 
materials stockpile. I think you have made a good statement, Doctor, 
and you have had the facts, and the answers at hand, and I want to 
commend you for your testimony. 

Mr. Grover. Thank you, sir. 

Mr. Tuomas. The doctor always takes care of everything. Do not 
worry about him. The trouble is that if you would listen to him long 
enough, he will take your right eye. 

Mr. Grover. I will leave while I am ahead. 

Mr. THomas. Thank you, Doctor. It is nice to see you. 


TRANSPORTATION AND UTILITIES 


WITNESSES 


EDWARD K. MILLS, Jr., ACTING COMMISSIONER, TRANSPORTATION 
AND PUBLIC UTILITIES SERVICE 

THOMAS A, KENNEDY, DEPUTY COMMISSIONER 

J. KEK. COWLING, ACTING DIRECTOR, CHARTER AND ROUTING 

W. C. HAWTHORNE, ASSISTANT ADMINISTRATIVE OFFICER 

J. K. MacINTOSH, DIRECTOR, PUBLIC UTILITIES 

¥F, W. DENNISTON, ASSISTANT GENERAL COUNSEL 


OpeRATING Exprensses, TRANSPORTATION AND Pusuiic UTILITIES 
SERVICE 


Program and financing 


1956 actual | rr 1957 estimate | 1958 estimate 
$26, 188 $115, 400 | $303, 600 





i 

} 

| 

Program by activities: | 
1, Transportation services: -| 

“| 





(a) Planning. 
(b) Negotiations and litigation -- Faicdgomaes 318, 154 318, 500 378, 700 
(c) Operations. bb ied with dng bad s—~ 433, 567 478, 200 599, 000 
2. Public utilities management _ sean ab itaaiekacaasiutenicanssaeaeh 48, 696 63, 100 66, 500 
? Service direction ; itaniien sin ine ae ak si] 74, 097 78, 900 99, 200 
Administrative operations. pentddbbaddbidse inion awd 184, 506 202, 900 253, 000 
Dotel obiintiems.... ... <5. ccc weal cd sstewmadesa~ 1,085, 208 1, 257, 000 1, 700, 000 
Financing: 
Comparative transfers from (—) other accounts- -- LCL —184, 506 —6§, 900 |.....-.... 
Unobligated balance no longer available. .............-.-- Ph nc SEE nicenanesietnengsindienas 


Appropriation (adjusted) - -..............-.........--.-- 956, 900 1, 251, 100 1, 700, 000 





FR RE RAN 


' 
t 
' 
' 
; 
' 
' 
' 
: 
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Obligations by objects 








| 1956 actual | 1957 estimate | 1958 estimate 





Total number of permanent positions_............-.-.---.---- | 152 | 179 














223 
Full-time equivalent of all other positions.............-.-.---- 1 1 dcancacgniiiteant 
Average number of all employees__..........----------------- | 143 166 214 
Number of employees at end of year_....-......-...--.-.--.-- 151 | 174 220 
Average salaries and grades: General schedule grades: | 
I ctl ae anil ies eee eel | $5, 744 | $5, 941 $5, 865 
AVGEESS BTAG6-% sins t 1 gh a iciicins-5.n04.-)e- hee Gs- 7. 7 Ki GS-8.0 GSs-8.0 
01 Personal services: | 
I ee eee $822, 236 $972, 818 $1, 254, 200 
Positions other than permanent..............--------- 3, 295 | 4/008 16.5502)... 
Regular pay above 52-week base_...-.......-----.---. . = awe 5, 000 
Payment above basic rates._................--..---..- SPS ccichcs cxciencnawe eel odeietanttied 
TCR! DELTONA GOP VICOG. ons csv ccwecnscescccesstinad 837, 631 | 977, 700 1, 259, 200 
Os Cis s A itaddecubkcuhacdscbiasibhiduscduavenesue 5, 155 | 25, 000 47, 500 
GB : Dimmer takin at CHAIR « ceeeriians -ptinsacnndedsdetissq 285 200 300 
Ce 5 CORD Ce cnsntnnnbysinecinmmermens 18, 278 | 20, 800 23, 300 
06 Printing and reproduction.._.............-..--..----.-..- 10, 497 | 12, 100 | 13, 100 
07 Other contractual servieds... ........-....--.--..<.....---- 7, 573 | 5, 400 | 6, 900 
Payment to “Administrative operations fund, Gen- } 
eral Services Administration”’............-....----.. 184, 506 202, 900 | 253, 000 
Services performed by other agencies___.--- Sdaddabaten 1, 638 1, 500 2, 000 
08 Supplies and materials_...........-....-.....--.2..-4.---. 7, 432 8, 000 9, 900 
CD TONE. OO unk Binks cen ncncideisdanniesdesieeeeed 11, 674 | 2, 400 5, 000 
il Grants, subsidies, and contributions: Contribution to | 
SERIO FI nnn an Knddbacdsrscntenddimemleuiscteenevsaeele (ES Oise RE 78, 700 
13 Refunds, awards, and indemnities_.....................-- 120 | 500 
OE A IG AG os vinci cscs cca cdnceclnnddebetabes | 419 | 500 500 
Eee CONNNOIOIG «atc nticeeccnasvdinsutcunguamiiaawbinl | 1, 085, 208 | 1, 257, 000 1, 700, 000 








Budget authorizations, eapenditures and balances 





j 

















| 
1956 actual | 1957 estimate | 1958 estimate 
ES a Sa ny: = ——— Ss 
BUDGET AUTHORIZATIONS AVAILABLE j 
I rn n'a xcttten Gnetp sadnasxcevasasboaiged abt <4 | | $1,251,100 $1, 700, 000 
Transferred (63 Stat. 381) from— 
“Operating expenses, Federal Supply Service, General | 
Services Administration”’ eee, 200 1... ne een 
“Operating expenses, Public Buildings Serv ice, "General | | 
SUEUR OINGT OEE (ott oo nn oo none ooh ane mene 62, 500 } | ———— 
“Strategic and critical materials, General Services Admin- | 
te ne 430, 000 } anmenyguarnshendannimeieiiie 
Adjusted appropriation-___- SIU hl 956, 00 | 13 51, 100 1, 700, 000 
Obligated balance brought forward .........._-- b a0 52, 737 53, 837 
Total budget authorizations available _- 95 6, 900 | 1, 303, 837 1, 753, 
EXPENDITURES AND BALANCES ae a TT es 
| } 
Expenditures— 
' Out of current authorizations_ | 847, 965 | 1, 200, 000 1, 625, 000 
5 Out of prior authorizations... ; nded danke gad 50, 000 | 45, 000 
Total expenditures. | 847, 965 | 1, 250, 000 1, 670, 000 
Unobligated balance no longer avail: ible (expiring f for = olin: } 
tion) . | 56, 198 | Sema calonunanaeeinae 
Obligated balance carried forward... d ie 52,7 737 | 53, 837 83, 837 





Total expenditures and balances. __-..-.--- 


956,900 | 1, 303, 837 1, 753, 837 
| | 
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Mr. Tuomas. Let us take a look at transportation and public 
utilities. 

At this point in the record we shall insert pages 195 and 196 of the 
justifications. 

(The pages referred to follow:) 


’ 


“OPERATING EXPENSES, TRANSPORTATION AND PuBLic UTILITIES’ 


Summary reconciliation of 1958 estimate to 1957 funds 


(a) 1957 appropriation in annual act_..__.._........-.----..---- $1, 251, 100 
Comparative transfer from ‘Salaries and expenses, Office of Ad- 

IN re toca webawavawa gibt dve £240. 2% +5, 900 

Comparative total for 1067... .. ..... ne non senswe bones 1, 257, 000 


(b) Increases in 1958: 
Conduct traffic surveys and develop compre- 
hensive plan for improving transportation and 























Sn ONG oni io nee career wownnae $173, 200 
Increased participation before regulatory bodies.. 39, 200 
Expand rates and routing services in the field.__.. 86, 900 
Provide adequate supervision and administrative 
operations support of expanded programs._- - -- - 51, 400 
Contribution to retirement fund. _-...-_.---_-- 92, 300 
we 443, 000 
Total estimate for 1958_-. - _- ii iis silat lin ae naa amudiostidhe tame COO 
Analysis by activities 
Additions 
1957 Deduc-  |_ aa 1958 
Activities adjusted tions | estimate 
| Program Retire- 
| ment fund 
1. Transportation services....__.._____-- $912,100 |... $299,300 | $69,900 | $1, 281, 300 
2. Public utilities management... Satie ITE chines entenlty=Geeeemee | 3, 400 66, 500 
3. Service direction. -..-..--..-..-----:-- 78, 900 |. -- : 14, 900 5, 400 99, 200 
4. Administrative operations... .......--- IG Sis cnn inane 36, 500 13, 600 253, 000 
OMS sthsss. ccsstite, at... fl eR Ls. Ripene 350,700} 92,300} —_ 1, 700, 000 
| i 
Operating expenses, TPUS 
a etn tena anin me da Teun = x ._. $1, 251, 100 
a aS ne eae SF a. eS Ds ates LADUE ate Leah 1) £m) Shs +5, 900 
i: Ac ankunne bade ebs cenanniens Wee EwuekwEmace 1, 257, 000 
Change. ---..-- PGh tee cwrank bse cewssieka bloke tem eedaes + 443, 000 
RR rene Sas OIG sa ans siesiahicciaalas wee x a aoc 1, 700, 000 


GENERAL STATEMENT 


“This appropriation provides for improving management of transportation 
and public utilities in civilian agencies, protecting the Government’s interests 
in cases before regulatory bodies, and furnishing services to civilian agencies in 
these specialized fields. The 1958 increase of $443,000 provides mainly for more 
aggressive planning for improvements in transportation management and emphasis 
on representation in rate cases.’?’ (From the budget for 1958.) 

Activities include (a) determining the size, scope, and complexity of transpor- 
tation problems and planning their solution; (b) negotiations with carriers and 
utility companies for economical rates; (c) participation by statutory direction 
before State and Federal regulatory bodies; and (d) furnishing rates and routing 
services to civilian agencies, including accessorial services. 
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Operations since the creation of this service in 1955 have disclosed an urgent 
need for traffic surveys and improved planning for the development of a govern- 
mentwide transportation program. For this reason, approximately 50 percent 
of the additional funds available in 1957 have been applied toward the initiation 
of these essential activities. The remainder has been programed to increase 
traffic services arising from GSA’s own expanding purchase programs. 

The budget for 1958 provides for an aggressive program directed toward devel- 
opment of a comprehensive plan for improving transportation and utilities man- 
agement in civil agencies, including on-site surveys, and for more adequate repre- 
sentation in rate cases. Together, these account for 48 percent of the requested 
$443,000 increase. Of the remainder, 21 percent is required for contribution 
to the retirement fund and 31 percent for day-to-day traffic services in GSA 
regional offices and to provide adequate supervision and administrative operations 
support for the expanded programs. 

No provision is made under this head for active participation in the SAGE 
program authorized in Public Law 968, 84th Congress. However, a memorandum 
of agreement was recently concluded with Department of Defense whereunder 
GSA, in line with its statutory duty and the expressed intent of the Congress, 
shall have the sole responsibility for representing all interested Government 
agencies, including DOD, in related rate proceedings before Federal, State, and 
local regulatory bodies. Details with respect to assignment of technical and 
other assistance required from DOD will be arranged for as needed. 


APPROPRIATION LANGUAGE 


‘‘Operating expenses, Transportation and Public Utilities Service: For neces- 
sary expenses of transportation and public utilities management and related 
activities, as provided by law, including not to exceed [$25,000] $47,500 for 
expenses of travel; [$1,251,100] $1,700,000.” 

Mr. Tuomas. T note you want $1.7 million as against $1.25 million 
as of last year which represents an increase of $443,000. 

The request is broken down into four activities: Transportation 
services in the amount of $1,281,300; public utilities management, 
$66,500; service direction in the amount of $99,200; and administra- 
tive operations in the amount of $253,000. 

In other words, you have $253,000 in housekeeping and adminis- 
trative operations here against a total budget of $1.7 million which 
represents about 15 percent. It is too much. 

You state: 

This appropriation provides for improving management of transportation and 
publi¢ utilities in civilian agencies, protecting the Government’s interests in cases 
before regulatory bodies, and furnishing services to civilian agencies in these 
specialized fields. The 1958 increase of $443,000 provides mainly for more 
aggressive planning for improvements in transportation management and em- 
phasis on representation in rate cases. 

You are an old-timer around here; are you not, Mr. Mills? 

Mr. Mitts. I was with the Civil Aeronautics Board, Mr. Chair- 
man, in 1939 and 1940. 

Mr. Tuomas. Who in your organization used to be over here on 
the Hill? 

Mr. Miuus. Mr. Kennedy, the Deputy Commissioner, 

Mr. THomas. Oh, yes; that is right. When did you leave us, 
Mr. Kennedy? 

Mr. Kennepy. In 1952, sir. 

Mr. Tuomas. Well, I thought I had seen you around here before. 
It is nice to have you back. 

Mr. Kennepy. Thank you, sir. 

Mr: Yates. Mr. Kennedy was formerly with the Committee 
on Government Operations, and served very ably and well. 
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Mr. Fiorre. He is doing equally well with us, too. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Mr. Kennedy will do you a good job. You need not 
worry about it. 

Mr. Mitts. He is already doing it, sir. 

Mr. Toomas. How many jobs do you have? 

Mr. Mus. 179 total for 1957. 

Mr. Tomas. How many unfilled jobs do you have in your 179 
appropriated positions? 

Mr. Miuts. Four, Mr. Chairman. 


GENERAL STATEMENT 


I would like, with your permission, to submit for the record a 
statement on this program, as I think it might save the time of the 
committee. 

Mr. Tuomas. Very well. 

(The statement referred to follows:) 


STATEMENT OF Epwarp K. MILs, Jr., RELATIVE TO THE TRANSPORTATION AND 
Pusuie Urinities SERVICE, GENERAL SERVICES ADMINISTRATION 


The 1958 budget request for the Transportation and Public Utilities Service 
is $1,700,000, an increase of $443,000 over the 1957 availability of $1,257,000. It 
should be emphasized that for every dollar expended from this budget, many more 
dollars will be saved the taxpayers by reduced traffic and utility charges to the 
Government. 

Your subcommittee and other areas of congressional interest have been aware 
of the opportunities for savings or reduced transportation costs to the Government 
which can result from proper traffic management for the civilian agencies. The 
creation of the GSA traffic management service was a first. step designed to pro- 
vide the organization and framework within GSA to do an effective traffic manager 
job for the Government. Now, on the basis of successful experience within 
GSA and for certain customer agencies, and with a well-trained and competent 
staff, we are equipped to take the next step in assuming the governmentwide 
role of traffic manager in transportation, expected of us by Congress and the 
Hoover Commission. GSA, under our proposed budget request, is undertaking 
its statutory responsibility of providing leadership and guidance in the traffic 
management and public utility fields for the civilian agencies. 

GSA’s transportation management for the civilian agencies will, among other 
things, result in three broad areas of “‘savings’”’ or reduced transportation charges 
to the Government: 

(1) Tangible and measurable freight charge reductions effected as a result of 
rate negotiations. (The reduced charges for GSA and our customer agencies 
aggregated more than $9.3 million for fiscal year 1956.) 

(2) Tangible but nonmeasurable economies resulting from GSA’s statutory 
representation of the civilian agencies in rate proceedings before Federal and 
State regulatory bodies. (As an example, one pending rate increase proceeding, 
alone, involves more than $2% billion of additional revenues sought by the 
carriers. ) 

(3) Substantial intangible economies which result from proper freight-handling 
methods and practices in the development of which GSA has played a leading role. 


Traffic surveys and planning, from $115,400 for 1957 to $288,600 for 1958, repre 

senting an increase of $173,200 

At the present time there is an urgent need for precise and detailed knowledge 
of the nature and scope of the governmentwide transportation problem. To 
meet this need, GSA has instituted a series of traffic surveys at the headquarters 
and field offices of the civilian agencies. These physical surveys are designed to 
develop essential facts in each of the major agencies with respect to (1) traffic 
organization, (2) staffing, and (3) methods by which traffic is handled. 





no 
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Simultaneously, also, governmentwide basie data will be developed as to who 
ships, how much, of what commodities, from where to where, by what means, and 
by what rates. 

The first phase of this program will result in a thorough survey of the agencies 
here in Washington. From there, GSA will move to the large geographical centers 
from which each agency’s regional activities are directed, such as Denver, New 
York City, Boston, and Chicago. 

These traffic surveys, even as they are being conducted, will produce positive 
and constructive benefits. For one thing, they will result in improvement of 
GSA traffie service to its customer agencies, as well as recommendations for 
internal improvement in GSA’s own traffie-operating programs. The surveys will 
establish GSA as a central clearinghouse for traffic data and afford an opportunity 
for ready exchange of information. They will also provide a sound basis for 
continuing traffic liaison between GSA and the other civilian agencies with 
substantial opportunities for reduced traffic costs to the Government. As an 
example, during the survey of the Veterans’ Administration by GSA, that ageney 
has requested our assistance in connection with ocean transportation of house- 
bold effects from the Philippines to Denver, Colo., and Atlanta, Ga. This was 
a traffic service which GSA was equipped and pleased to perform and which arose 
as a consequence of the traffic liaison and working relationship already established 
by means of the survey. 

The broad, ultimate purpose of the surveys is, of course, to provide the factual 
basis and detailed knowledge on which a governmentwide transportation and 
traffic management program for all civilian agencies can be developed. As ‘data 
and statistics are assembled during the course of each survey, they will be 
thoroughly studied, analyzed, and evaluated so that GSA’s precise role as central 
traffic manager available to the civilian agencies can be objectively and intel- 
ligently determined. The surveys, individually or collectively, will provide— 

(1) A basis for improvement in the efficiency and economy of the traffic 
operation of each agency surveyed; 

(2) A means of eliminating overlapping and duplication of traffie functions 
umong the agencies with consequent savings to the Government; 

(3) A means of developing uniform policies, methods, practices, and pro- 
cedures under which civilian agencies can handle their transportation and 
traffic operations economically and efficiently; 

(4) A means of fostering cooperative relationships among civilian agencies 
with similar traffic problems; 

(5) One place for compiling and using the vital data necessary for the 
effective discharge of GSA’s statutory responsibilities in representing the 
civilian agencies in rate proceedings before Federal and State regulatory 
bodies; 

(6) A yardstick for measuring the training needs of civilian agency traffie 
personnel and for developing manuals, guides, and seminars for the training 
of such personnel. 

To effectuate the program we have outlined, three agencies were selected for 
surveys in fiscal year 1957: the Veterans’ Administration, Civil Aeronautics 
Administration, and the Bureau of Public Roads. The first traffie-survey team 
was dispatched to the Veterans’ Administration, and we are in the process of 
completing our study of this agency. The survey of CAA is underway, and last 
on the schedule for fiscal year 1957 is the Bureau of Public Roads. 

For fiscal year 1958, headquarters and regional surveys will be initiated and 
completed in the following additional areas: Department of the Interior, inchud- 
ing the Bureau of Reclamation; Post Office Department; Department of Agri- 
culture; Bureau of Prisons; National Bureau of Standards; and the Maritime 
Administration. The traffic activities of these agencies have already been con- 
tacted by GSA and liaison established with them. 

The surueys will define the tarvet areas in the civilian agencles for more economical 
and efficient service and for reduced Government traffic costs and potential sav- 
ings to the taxpayers. The 1958 budget increase of $173,200 is a small amount 
measured against the economies and efficiencies which it will produce for the 
civilian agencies in improved transportation and traffic management 


Negotiations and litigation, from $318,500 for 1957 to $357,700 for 1958, repre- 
senting an increase of $39,200 


In the past, the Congress has expressed some concern for a stronger and more 
aggressive leadership from GSA in representing the interests of the Government 
as a shipper in rate proceedings before Federal and State regulatory bodies, The 
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policy of GSA, as a representative of the Government as a shipper, is to participate 
actively in these proceedings in the protection of the Government’s interest. 

As you know, these rate proceedings are, in almost all instances, instituted by 
the carrier industry or the regulatory commissions rather than by agency action. 
In contrast to the 5 cases pending on July 1, 1956, there are 17 major cases pending 
at this time in which GSA is actively participating. 

The success of GSA representation of the Government in these proceedings 
bears a direct relationship to the preparation and study that can be given to them. 
Exhibits based on Government traffic and cross-examination of carrier witnesses 
assist the regulatory bodies in evaluating requests for individual rate and rate 
level increases. Again, it should be emphasized that the data which our traffic 
surveys can provide will be of inestimable value in assuring an effective perform- 
ance by GSA in its representative capacity before regulatory bodies. 

In a recent case, for example, GSA appeared in support of a group of 17 armored 
car applications before the Interstate Commerce Commission seeking permanent 
operating authority to transport coin for the Bureau of the Mint. Favorable 
action on these applications can result in that Bureau being able to obtain greatly 
improved service in the distribution of its coin at substantially reduced cost. 
As the subcommittee will recall, through the use of the present temporary operat- 
ing authority, more than $500,000 has been saved by the Bureau of the Mint. 
This avenue for reduced transportation costs would have been closed had not 
a aggressively represented the Bureau of the Mint in these regulatory pro- 
ceedings. 

Other cases of major importance to the Government as a a include a 
pending general increase in railroad freight rates. In the East and West, railroads 
seek an increase of 22 percent, of which an emergency increase of 7 percent has 
been granted to date in the East, and 5 percent in the West. The southern rail- 
roads are asking for 15 percent, of which 5 percent has already teen granted. 
The total amount of additional revenue thus sought exceeds $2% tillion and the 
increase in the Government’s own freight costs will be very material. Other 
proceedings involve such matters as a proposal for railroads and trucks to limit 
their liability, and a requested increase in demurrage rates, 

GSA is performing its statutory duty in this field to the best of its ability and 
to the fullest extent possible with the limited personnel available. We are 
urgently in need of the funds requested in this budget for five additional person- 
nel to assure continued leadership and adequate representation in this area. It 
is well to remember, of course, that if GSA cannot intervene and participate, 
there is no one to speak on behalf of the executive agencies as a shipper in these 
cases and test the validity of the carriers’ rate requests. 

In the procurement or purchasing of transportation and traffic management 
services (as distinguished from rate cases before regulatory bodies), we have 
sought the lowest reasonable rates to the Government in our negotiations with 
carriers. GSA’s success in securing reasonable charges from the carriers is at- 
tested by the fact that for the fiscal year 1956 our freight charge reduction as a 
result of rate negotiations for GSA and our customer agencies (separate and apart 
from rate litigation) aggregated more than $9.3 million. It should be made clear 
that these shipments at below existing published tariff rates reduce Government 
expenditures in contrast to cash collections from the carriers. The negotiations 
are made prior to shipment, and the material thereafter moves at the reduced 
rate rather than at the quoted rate. Where time is of the essence, the shipment 
moves on a rate subject to adjustment, and GSA subsequently follows up for 
reduction in the transportation charges. 

As an example, some 28,000 tons of magnesium ingots were shipped from 
Sharonville, Ohio, to Crane, Ind., at charges which were $172,000 less than those 
published in the carriers’ tariffs. Similarly, in the movement of 10,000 tons of 
crude abrasives from Niagara Falls to Mechanicsburg, Pa., a reduction of approxi- 
‘mately $52,000 was negotiated. 

These savings to the taxpayers based on experience, knowledge, and alert action 
do not include the substantial intangible savings which result from proper freight- 
handling methods and practices in the development of which GSA has vlayed a 
leading role. Government, industrial, and commercial traffic managers assert 
that these “intangible savings’”’ represent three times the return realized from rate 
adjustments. A few examples of areas where intangible savings can be made are 
the avoidance of the use of premium carriage where regular or ordinary means 
will suffice, of the misrouting of traffic, and of erroneous classification of com- 

-modities, thereby causing shipments to move at higher class rates. When proper 
freight-handling methods and practices are adopted by all civilian agencies, as 
contemplated under GSA’s program, the vast economies inherent in this one area 
of governmentwide traffic management will, for the first time, be realized. 
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Operations, from $478,200 in 1957 to $565,100 in 1958, representing an increase of 
$86,900 

The increase of $86,900 is to expand the regional traffic staffs to cope with the 
rapidly expanding Federal supply program and to provide additional traffic serv- 
ices to other civilian agencies. Fifteen additional personnel are requested to be 
assigned to GSA’s 10 regions. 

Indicative of TPUS needs for increased regional traffic personnel is Chicago, a 
major rail and air transportation center. Only 2 operating positions and 1 clerical 
position are available to service GSA and its numerous customer agencies in the 
area. Many daily opportunities for reduced transportation costs and increased 
service are lost because of limited TPUS staffing in this and other regions. The 
1957 appropriation allowed for no additional staffing in the regions. 

The magnitude of TPUS operations is indicated by the estimate that for the 
fiscal year 1957 its central office and skeleton field staffs will issue shipping in- 
structions regarding worldwide transportation of more than 6 million tons of 
material, by air, ocean, and inland modes of traffic. For fiscal year 1956 more 
than 140 Government activities were given traffic-management assistance. The 
1958 budget request will permit improved and expanded traffic-management 
services for these and other customer agencies. 


Public Utilities Service, from $63,100 for 1957 to $66,500 for 1958, representing 
no increase other than contribution to retirement fund 

The public utilities management functions of the Transportation and Public 
Utilities Service include execution and development of areawide utility contracts, 
and negotiation of more favorable rates for the agencies of the Government. 

Further, in proceedings and hearings on utility rates before Federal and State 
regulatory bodies, GSA represents the executive agencies in matters such as rate- 
making, rate design, cost analyses, cost of capital, rate of return, rate base, and 
general matters affecting the reasonableness of utilitv rates and earnings. 

Two recent cases involved the New York Telephone Co., and as a result of 
GSA’s participation, Government costs were lowered by $243,750 per year below 
the rates previously proposed by the utility. Rates were also reviewed or nego- 
tiated for 8 executive agencies with a reduction of $44,924. 

Last year GSA participated in three major rate cases. It is participating, at 
the present time, in seven rate proceedings: Fz parte 206, increased passenger 
fares; general passenger fare investigation, CAB; Consolidated Edison Company 
of New York, Inc.; New York Telephone Co.; Central Illinois Light Co.; Potomac 
Electric Power Co.; and Pacific Gas & Electric Co. 


TRANSPORTATION SERVICES 


Mr. Tuomas. Put pages 197 through 200 in the record at this point. 
(The pages referred to follow:) 


OPERATING ExpENsEs, TPUS 


Transportation Services 


can 
| 
Average employment 


Amount ais scission aaa 
Department Field | ‘Total 
1957_..- AV ADCY 20g 1M 15). af $912, 100 | 94.8 | 55.2 | 150. 0 
meme, 152002 AL oie cs +369, 200 +31. 7 | +14.3 | +46. 0 
Tai Reville a ? 1, 281,300 | 126. 5 69.5 196. 0 
HIGHLIGHT 


“Plans and procedures for improving transportation practices of civilian agencies 
are developed; reasonable rates are negotiated with carriers; interests of the 
Government in cases before regulatory bodies are protected; and rates, routing, 
and related services are supplied to civilian agencies. The increase for 1958 will 
allow (a) acceleration of on-site examination of transportation operations to 
determine the nature and scope of problems; (6) more adequate participation in 
rate negotiations and litigation; and (c) some improvement in services to civilian 
agencies.”” (From the Budget for 1958.) 
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Of the $369,200 increase proposed for 1958, 47 percent is for increasing the 
scope of urgently needed civil agency survey and program planning activities 
begun on a small scale in 1957 to improve transportation operations; 11 percent is 
for providing more adequate representation at hearings before State and Federal 
regulatory bodies in line with GSA’s statutory duty, and further emphasize nego- 
tiations for economical rates, Of the remainder, 23 percent is for providing 
regional traffic services to GSA’s expanding procurement programs and 19 percent 
for contribution to the retirement fund. 


Summary of performance cost 


1957 1958 


(a) Traffic surveys and planning $26, 188 $115, 400 $288, 600 
(6) Negotiations and litigation ; 318, 154 318, 500 357, 7 
(c) Operations 433, 567 478, 200 565, 100 





Total cost or estimate (1957 basis) 7 912, 100 1, 211, 400 
Contribution to retirement fund --_.............-.-.-- “wae +69, 900 





EE FE isnnnchinsesttanetecenaecucs aieieiee \- 1, 281, 360 


JUSTIFICATION 


(a) Traffic surveys and planning—Conducts surveys of civilian agencies to 
determine the size, scope, and complexities of transportation problems and plans 
for their solution; collects, compiles, and analyzes basic economic and statistical 
data for use in proceedings before regulatory bodies and as aids in developing 
procedures to improve transportation practices throughout the Federal Govern- 
ment. 

Performance is reflected in man-years since activities are not susceptible to 
other unit of measure. 





1957 


Performance (in man-years) ._.........------- Sezeens . 4 19 44 
. 4 BAA S $6, 074 $6, 559 





Performance cost (1957 basis) __.__- $288, 600 
Contribution to retirement fund Si egiasans apelin a = +-15, 000 


Estimate 1958 


Experience to date in directing this program points up an urgent need for direct 
knowledge of the nature and scope of transportation operations in the Federal 
Government. No adequate information in this area is available at any central 

oint in the Government. Essential data must be developed by survey of the 
arger agencies and by research techniques to serve as a base for planning orderly 
improvements. The following is illustrative of the key areas for which data will 
be developed: 

1. Nature and extent of traffic management performed. 

2. Volume of transportation and traffic flow patterns. 

3. Distribution of traffic by modes of transportation and individual carriers. 

4. Measures taken to prevent use of premium transportation when ordinary 
modes are adequate. 

5. Measures relied upon to insure application of economical rates for Govern- 
ment traffic. 

6. Adequacy of traffic files and manuals or other written instructions available 
for guidance of traffic-management personnel. 

When the governmentwide problem is measured and specific solutions are 
planned, improved management of traffic can be achieved on a broad basis. 

Because of the key importance of this traffic survey and planning activity, a 
start was made within funds available in 1957 by providing nucleus economic and 
analysis staff and establishing 3 surveys teams to begin pilot studies of the Veterans’ 
Administration, the Civil Aeronautics Administration and the Bureau of Public 
Roads. The estimate for 1958 provides additional staffing for both the survey 
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and economic and analysis functions. Program objectives for 1958 contemplate 
completion of the surveys started in 3 agencies in 1957 and initiation and 
completion of surveys in the following additional areas: Department of Interior, 
including the Bureau of Reclamation; Post Office Department; Department of 
Agriculture; Bureau of Prisons; National Bureau of Standards and the Maritime 
Administration. 

Initial improvements expected during 1958 from these operations include reduc- 
tion in the number of shipments to identical consignee points, minimizing use of 
expensive or premium modes of transportation and avoidance of cross-hauling. 

(b) Negotiations and litigation.—Pursuant to a statutory duty, participates 
before State and Federal regulatory bodies to protect the interests of the Govern- 
ment as @ large user of transportation services; negotiates with carriers for adjust- 
ment of rates and charges to prevent excessive transportation costs, or for special 
services not available under the provisions of published tariffs. 

Performance is reflected in man-years since activities are not susceptible to 
other unit of measure. 





Performance (in man-years) 
Unit cost . 


Performance cost (1957 basis) ~~ $318, 154 $318, 500 | $357, 70 
Contribution to retirement fund _-_____._- ae? : +21, 000 


etinddds webu 02a) lil weed | bx tts hs 378, 700 





The major statutory responsibility in the executive branch rests with GSA 
for protecting the interests of the Government as a user of transportation. The 
principal day-to-day operations necessary to discharge this responsibility are the 
negotiation of economical rates and charges. This is one area in which great 
savings in transportation costs are realized. Additionally, GSA must intervene 
in numerous cases before the regulatory bodies. 

Because of the immediate savings attainable from day-to-day rate negotiations, 
the larger portion of available staffing has been assigned to this field, seriously 
curtailing our ability to follow through on cases involving litigation. The need 
for increased emphasis in this area of GSA responsibility has been recognized by 
various committees of the Congress as well as the Hoover Commission. 

The budget for 1958 requests 5 additional man-years for the specifie purpose of 
providing adequate representation in connection with cases involving litigation. 

(c) Operations.— Maintains current freight tariff files and related publications 
and furnishes civilian agencies with rate, classification, routing, mode of trans- 
portation and miscellaneous information pertaining to shipments of property by 
common and contract carrier. Work unit of “service items’’ consists of one 
complete service furnished pursuant to request for rate, routing, classification, or 
other related information. 





TT Pe wc cnaneciauween< A ee ee 107, 852 | 121, 063 | 
Unit cost wstasa $4. 02 | $3.95 | 


Performance cost (1957 basis) jecemad d | $433, 567 $478, 200 
Contribution to retirement fund _- | ; 


+33, 900 


Wisthwate 100RUG. Jie 56s li Lee Mieid bed. $599, 000 


During 1956 small traffic units in each region, averaging three employees, were 
successful in initiating limited extension of service to other agencies and field 
installations. However, no additional staffing was provided the regions under 
the 1957 appropriation. Further, a growing increase in the Federal supply stores 
sales has increased the demands for traffic service to the point that service to other 
agencies could not be expanded to meet their needs. This condition will con- 
tinue throughout 1957 because of limited funds. 

The entire increase requested for 1958 is to expand the regional traffic staffs 
to cope with the expanding Federal supply program and provide additional traffic 
services to other agencies. 


8827S—s7—pt. 2——-18 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing.—$1,118,300. Increases are requested to strengthen 
surveys and planning activities, provide necessary representation before regula- 
tory bodies, and progressively extend rate and routing services in the field. 





1956 1957 1958 





Ue) “TR POIO Cr VGie GN RI oo one enn os -- kon en an eee 4 24 47 
(0) Negotiations and litigation... _.........-........-.-...-..-- res 45 45 51 
ep as Ta 0S L, eRS a se 87 92 107 

i ok As tment ncanacehehennpan ...| 136 161 205 
ites cet antae ace ce sckwegeccncenss sea e> a 129 150 196 








Other objects. —$163,000 including— 

(1) $42,000 for 1,826 travel days at $23, including $30,000 for traffic survey 
teams and-$12,000 to extend service to important shipping areas, attend regula- 
ey eee. hearings, meetings and conferences, and for central office liaison in 
the field. 

(2) $5,000 for equipment for new employees, to be acquired from excess. 

(3) $69,900 for contribution to the retirement fund. 

(4) $46,100, or 3.6 percent of the estimate, for normal office expenses. 

Mr. Tuomas. I notice you have a little table on page 197 which 
tells the story. For traffic surveys and planning in 1956 you spent 
$26,188. In 1957 you jumped it up to $115,400, and for 1958 you 
jump to $288,600. Negotiations and Litigation jumps from $318,500 
in 1957 to $357,700. 

Operations jumps from $478,200 in 1957 to $565,100. That makes 
a total estimate of $1,211,400 for transportation services and $69,900 
for contribution to the retirement fund. 

What have you done with that amount of money? 

Mr. Mitus. Mr. Chairman, I want to point out that we are not 
asking more money to do the same function. We are asking for more 
persons in order to expand our functions into the governmentwide 
traffic management areas which Congress has directed us to do. 

Mr. Tuomas. How long have van Ween in this job, Mr. Mills? 

Mr. Miuts. Well, I have only been Acting Commissioner in title 
for less than a month, sir, but I have been serving as the Deputy 
Administrator and one of my areas of responsibility was this Service. 

Mr. Fiorre. Mr. Chairman, Mr. Mills is the Deputy Adminis- 
trator, but because we felt that this particular Service needed a lot 
of help, he has taken this on as a special assignment in addition to his 
other duties. He and Mr. Kennedy have done a lot already toward 
improving their operations and that explains why he is testifying here 
this morning. 

Mr. Tuomas. He is wearing two hats, so to speak? 

Mr. Mutts. Yes, sir, although I am getting one salary. 

Mr. Fiorre. He does not cost the Service anything for this job. 

Mr. Tuomas. He is wearing two hats, but gets paid for only one. 

Mr. Miuus. Mr. Chairman, as you know, this is an infant Service. 
It is only 1% years old, and in age and size is by far the smallest of 
GSA. You have taught us to walk, and we are now in a position to 
proceed a little more vigorously then GSA has in the past. 

Practically all of this increase of approximately $369,200 is to 
expand our traffic management service for the civilian agencies. 
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SAVINGS IN FREIGHT TRANSPORTATION 





Mr. Tuomas. Mr. Mills, can you put your finger on anything 
specific where you have saved the Government some money? 

Mr. Miuts. Yes, sir. 

Mr. Tuomas. That is what we are looking for. Give us something 
definite. 

Mr. Miuts. In the statement which I filed with your permission for 
the record three areas of savings that result from the services of the 
Transportation Division are discussed in some detail. 

The tangible and measurable savings result from freight charge 
reductions, and in the fiscal year 1956 those freight charge reductions 
amounted-— 

Mr. Tuomas. All right, you set that out on page 199 under 
“Operations.” 

Mr. Mitts. Yes, sir. 

Mr. THomas. Well, now, spell it out. 

Mr. Miuus. The freight charge reductions we were able to bring 
about for 1956 amounted to approximately $9,300,000. We antici- 
pate, and this is an estimate— 

Mr. Tuomas. $9.3 million? 

Mr. Mitts. Yes, sir. 

Mr. THomas. How did you arrive at that figure of $9.3 million? 

Mr. Mitts. We have a very detailed study of that, sir, which is 
available here, and which summarizes it briefly. 

Mr. Tuomas. Where is it set forth in these justifications? 

Mr. Miuus. Mr. Cowling developed it in a separate study. 

Mr. Tuomas. I mean is it summarized any place in these justi- 
fications? 

Mr. Mitts. It is summarized in this statement that I filed with the 
committee, sir, but not in the justifications. However, I can break 
that down in any detail you would like. 

Mr. Tuomas. Is this the first year you have had such savings, or 
the second year? 

Mr. Mitts. No, sir. 

Mr. Tuomas. Or, is this the first year you have kept a record of the 
savings at all? 

Mr. Mitus. No. We have had a documentation of this each year. 

Mr. Tuomas. Spell it out. 

Mr. Mus. In the central office in connection with savings effected 
subsequent to June 30, 1956, under “Rates and charges negotiated in 
years prior to 1956,” we had $3.9 million. 

In savings effected subsequent to June 30, 1956, under ‘‘Rates and 
charges negotiated after June 30, 1956,” it was $3.5 million, or a 
fiscal year 1956 total of $7.4 million for the central office alone. 

Now, we have tried to make these reports—— 

Mr. Tuomas. How did you get those figures of $3.5 million? 

You are repeating that with a lot of regularity. How did you 
arrive at that figure? 

Mr. Mitts. Well, it is actual reductions in freight charges. 

Mr. Tuomas. Well, what railroads, and what rate bills? 

Please call names and cite facts and figures here so we can 
understand. 
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Mr. Mitus. Mr. Cowling can explain that table. 

Mr. Cowuina. This is a detailed table showing the savings. 

Mr. Tuomas. Read some into the record. 

Mr. Cowtrna. For instance, on 10 million pounds of aluminum 
moving from one of the Texas producing points to stockpile in the 
East, the going rail rate was $15.87 a ton. Through negotiation 
with the carriers we managed to reduce that to $12.40 a ton, or 
a savings of $16,850. 

Mr. Tuomas. What is the basis of the negotiation? You just 
thought the rate was too high? 

Mr. Cowtina. Yes, we thought it was. 

Mr. Tuomas. This amount you save, does it apply to business 
inside the General Services Administration, does it apply to business 
outside, and with what other Government agencies? 

Mr. Cowtrne. Both. The preponderant savings are in the GSA 
controlled operations. 

Mr. Tuomas. GSA does not spend one-twentieth of the total 
transportation bill of the Government. The armed services will spend 
15 or 20 times what you spend, or 30 times. 

Mr. Cow.ina. Last year we traffic-managed about 6 million tons 
of material. 

Mr. Tuomas. Armed services have their own units of traffic 
management. 

Mr. Miits. Traffic management assistance is what we want to 
provide for the civilian agencies. We think there is a tremendous area 
of potential savings which have been untapped. 

Mr. Tuomas. Pick out some more. How much does that amount 
to? 

Mr. Cow tina. That was $16,850. 

Then we have a number of shipments of coal moving to Korea on 
account of the International Cooperation Administration, 10,450 ton 
lots, on which we reduced the ocean rate from $20.45 a ton down to 
$20.25. That is a saving of only $2,000 per lot but it is $80,000 when 
multiplied by 40 lots. 

Mr. Yates. Over what period of time did your negotiations for 
the reduction of these rates take place? 

Mr. Cow ina. 30 to 60 days. 

Mr. Yates. Was a comparable reduction made last year? 

Mr. Cow ina. Yes, about $8% million was the total savings figure 
for 1955. 

Mr. Yates. Is your reduction attributable to the use of a different 
section of a tariff or in the actual reduction of the tariff rate itself? 

Mr. CowtincG. Actual reduction of tariff rate itself. 

Mr. Tuomas. How many items do you have there? 

Mr. Cowtrna. Something like 5,500. 

Mr. Tuomas. And the saving was $9 million? 

Mr. Cowuina. Yes, sir. 

Mr. Tuomas. And it cost you about $1% million to produce that 
$9 million saving in 1956? Is that about right? 

Mr. Cow.tne, Yes, sir. Figures of savings were about eight and 
a half dollars for each dollar spent. 

Mr. Tuomas. Cost of the unit is $1,200,000 in 1957. 

Mr. Mutts. The ratio is approximately 9 to 1. 
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Mr. Cowttna. Total cost, including service direction and adminis- 
trative operations was $1,036,000 in 1956 against a savings of $9.3 
million. 

EMPLOYMENT IN TRANSPORTATION SERVICE 


Mr. Tuomas. What types of personnel do you have in this Service? 
How many people are there in the transportation section? 179? 

Mr. Mitts. 161 in the Transportation Service in 1957. 

Mr. Tuomas. How many in utilities? 

Mr. Mitts. Eight. 

Mr. Tuomas. Of that 161, how many are lawyers? 

Mr. Mitus. None in the Transportation and Public Utilities 
Service. Four and a half last year in the Office of General Counsel. 
We are asking for an increase in that number for 1958. There is a 
very heavy workload in connection with representation before the 
Federal and State regulatory bodies and that is another area of 
savings. 

Mr. Tuomas. How many utilities people do you have in that work- 
ing with the regulatory bodies? There are only eight in the whole 
outfit. 

Mr. Miuus. Yes, sir. There are three areas of savings, and we 
mentioned only the tangible one, the $9.3 million resulting from 
reduced freight charges. 

There are two other areas. 


NEGOTIATION AND LITIGATION 


Mr. Tuomas. You have “Negotiation and litigation,’ $318,500 in 
1957. How many lawyers there? 

Mr. Mitus. None. There are four and a half attorneys in the Office 
of General Counsel. They assist the five technical experts in TPUS 
who serve as witnesses in these proceedings. 

Mr. Tuomas. Are the lawyers charged to the General Counsel’s 
shop rather than yours? 

Mr. Mepuey. There are no lawyers in that figure. They are 
included in administrative operations. 

Mr. Mitts. This is separate and apart. ‘Negotiation and liti- 
ation’’ provides for five additional nonlegal people, and then there are 
our and a half additional lawyers who will be the staff that will 
handle this increased participation. No lawyers are carried in the 
budget for TPUS. 

Mr. Tuomas. Charge it under the General Counsel’s service. He 
has 127 people. 

Mr. Muuus. Yes, sir. 

Mr. Tuomas. This is a duplicate charge, Mr. Mills? 

Mr. Mitts. No, sir. 

Mr. Tuomas. You are sure? 

Mr. Mitts. Yes, sir. 

Mr. THomas, It is charged against the General Counsel, too? 

Mr. Mitts. Only against the General Counsel. These TPUS 
people will be rate experts and witnesses. 

Mr. Tromas. Is not this item charged against “Administrative 
operations’’? 
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Mr. Mitts. No, sir; not the regulations and litigation people, onlv 
the lawyers. On page 207, Mr. Chairman, the increase for legal is 
shown as a separate item from $37,800 to $74,200. That accounts for 
the increase from the 4% lawyers in 1957 to 9 lawyers in 1958 who will 
be representing the Government in these rate proceedings. These 
lawyers are budgeted only once, under ‘“‘Administrative operations.” 
None are under “Negotiations and litigation.”’ 

As you know, GSA has the entire responsibility for representation 
of the civilian agencies in these rate proceedings before the Federal 
and State regulatory bodies and it has become a tremendous workload. 

Mr. Tuomas. Is that by statute? 

Mr. Mitts. Yes, sir; section 201 (a) (4), Public Law 152, 81st 
Congress. 

PERSONNEL 


Mr. Tuomas. We will take a look at the green sheet here on person- 
nel in the Transportation Service. You have 134 jobs—six grade 
15’s, three 14’s, ten 13’s, seven 12’s, seventeen 11’s, and twenty 9’s, 
63 out of the 134 being high-priced personnel. 

I notice your table on page 201 where you set our personal services 
as $1,118,300 for 1958. You show, on page 200, positions for traffic 
surveys and planning jumping from 24 to 47. Negotiation and litiga- 
tion jumps from 45 to 51 in the 3 years, and operations from 87 in 
1956 to 107 in 1958, giving totals of 136 for 1956, 161 for 1957, to 
205 for 1958. Quite a jump. 

Mr. Mitts. Yes, sir. 

Mr. Tomas. Why do you make those jumps? 

Mr. Mitts. The increase in operations is for the increased staffing 
in the regions, sir. The regions average only about three persons per 
region. In Chicago, there are only two people on board, and Chicago 
is the hub of the transportation industry in the country. There is 
little, if any, effort made in that-region to effect any sizable savings. 
It is physically impossible. We feel there is a great untapped area of 

otential savings in such situations as exist in Chicago and elsewhere. 
We would like to have these additional 15 people assigned to the 
regions for expanded traffic management work to produce additional 
savings. 

As I said, this is not more people to do the same function but new 
people to perform a new function in line with Congress’ wishes and 
the Hoover Commission. We have been criticized severely for not 
having assumed our responsibilities in this service. 


HOOVER COMMISSION RECOMMENDATIONS 


Mr. THomas. What does the Hoover Commission say? 

Mr. Mitts. I can read you a critical quote on that, sir. We are 
rather sensitive about it. ; 

The Hoover Commission said this: 

There is every reason for the traffic of all civilian agencies except for the move- 
ment of the mails and security classified goods to be handled by the GSA. 

After recognizing that the GSA was “not adequately performing 
the duties presently assigned to it,’’ the second Hoover Commission 
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strongly endorsed the recommendation of the House Committee on 
Merchant Marine and Fisheries of the 84th Congress that— 
the GSA should immediately assume the responsibility placed upon it by law 


and centralize in one agency the function of transportation and traffic manage- 
ment. 


We are endeavoring to do that. We have learned to crawl, we have 
an organization and framework, and we can now walk, with your help. 

Mr. Tuomas. That doesn’t give you authority to tell X agency 
what it can or cannot ship. 

Mr. Mitts. No, sir. Our statute prohibits such a thing. In any 
of our functions, we have to take into consideration the program of 
the other agency as well as what is in the interest of economy and 
efficiency. 

STATUTORY RESPONSIBILITIES 


Mr. Tuomas. What duties do you have under the statute? Read 
that. 

Mr. Mitts. That is Public Law 152, 81st Congress. Mr. Kennedy 
was one of the draftsmen of the statute. 

Mr. Tuomas. Read it into the record. 

Mr. Mitts. This is section 201 (a) relative to property manage- 
ment: 


The Administrator shall, in respect of executive agencies, and to the extent 
that he determines that so doing is advantageous to the Government in terms of 
economy, efficiency, or service, and with due regard to the program activities of 


the agencies concerned: (1) prescribe policies and methods of procurement and 
supply of personal property, ineluding related functions such as transportation 
and traffic management, management of public utility services— 

and so on. 

Mr. Tuomas. Is that all it says about traffic management? 

Mr. Mitts. Let me continue with subsection 4: 

With respect to transportation and other public utility services for the use of 
executive agencies, * * * shall represent such agencies in negotiations with car- 
riers and other publie utilities and in proceedings involving carriers or other 
public utilities before Federal and State regulatory bodies. 

So we have the responsibility to represent the civilian agencies in 
these rate proceedings as well as this other responsibility in the 
traffic management field. 

Mr. THomas. Does it give you authority to bring a rate proceeding 
case? 

Mr. Miits. Yes, sir. It is not customary. We usually intervene 
to represent the civilian agencies as shippers. We regard ourselves as 
a volume shipper and don’t visualize ourselves in a transportation 
policy role. 

Mr. Tuomas. We think it is a big field. We have occasion to work 
with the Interstate Commerce Commission. It is a big field. To 
hear some of the ICC people talk there are thousands of errors made 
in rate schedules, innocently or erroneously made. 


SCOPE OF CURRENT PROGRAM 
Mr. THomas. What are you doing now? 
Mr. Miuts. We have been concentrating on GSA transportation 
problems; very little on governmentwide problems, sir. That is the 
trouble. For example, we are handling a program for [CA—— 
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Mr. Tuomas. A good cost for doing very little; around $1 million. 

Mr. Mitts. The return was $9 to $1 for the cost, and we think we 
can improve that by expanding this program governmentwide. 

We assisted ICA, CCC, FCDA, and a few other agencies last year. 

Mr. THomas. What did you do for Federal Civil Defense? 

Mr. Cowuine. We have established a small traffic-management 
group charged with the responsibility of supplying expert traffic infor- 
mation to FCDA in connection with their establishment of some 100 
stores and depots for emergency materials and for activation of about 
1,400 1,000-bed hospital sites throughout the Nation. 

Mr. Tomas. Or 250 200-bed sites. They are not 1,000-bed sites. 
But. anyway, you helped them out with their hospitals. 

Mr. Cow.ine. Very substantially. We also participated in the 
Puerto Rican disaster, supplying ocean transportation and other 
forms of tranportation to relieve destruction caused by one of the 
hurricanes. FCDA has no traffic people as such engaged in actual 
transportation. They are engaged in planning for disaster emer- 
gencies and not transportation. 

Mr. Tomas. Off the record. 

(Discussion held off the record.) 


Posuic Urinrrres MANAGEMENT 


nie about your public utilities? Put pages 202 and 203 in the 
record. 
(Pp. 202 and 203 are as follows:) 


Public utilities management 





Average employment 


Department Field Total 


HIGHLIGHT 


“As a central management function for all agencies, equipment utilization, 
rate, and economic studies are made, contracts negotiated, and the Government’s 
interests protected by participation in rate negotiations and litigations.” (From 
the Budget for 1958.) 

Operational workload of this activity is continuous due to (a) ever-changing 
programs, organization, staffing, and location of Government agencies served, 
and (b) recurring requests to Federal and State regulatory bodies by public 
utilities companies for changes in rate levels and rate structures. The entire 
increase requested for 1958 is for contribution to the retirement fund. 


l 
1956 1957 


Performance cost (1957 basis) 
Contribution to retirement fund. 2. 22555 22 fs got se. 


Estimate, 1958 
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JUSTIFICATION 





Performance is not susceptible to measurement by years, as work units started 
during one year are not necessarily completed during that year. 

Contract potentials, performance, and backlog.—106 cities serve as the loca- 
tion of major Government operations. For 87 of these cities, 37 statewide and 
local telephone contracts are in effect. The remaining 19 cities still require 
coverage by areawide telephone contracts. 

In addition to the 37 statewide and local contracts mentioned above, there are 
7 contracts covering extensive areas served by 7 of the largest independent tele- 
phone companies. One such contract covers the entire service area of a company 
operating in the States of Arkansas, Louisiana, Oklahoma, Texas, and New 
Mexico. 

For other utility services there are 46 consolidated contracts for electric, gas, 
or steam in 29 of the 106 cities. 

To summarize, 90 areawide and individual long-term contracts are operative 
at this time out of a potential total of about 340. While negotiations are 
underway to extend contract coverage to additional areas, it is too early to pre- 
dict the timing of such coverage. 

Rate cases.—The timing and filing of rate cases in which GSA must participate 
depend upon actions taken by the utility companies over which GSA has no 
control. 

During 1956 GSA participated in 3 major rate cases; at present it is engaged 
in 7 major rate cases. While no precise number can be predicted for 1958, (a) 
there is no reason to assume any substantial change in volume, and (b) GSA 
must have the capability of providing expert representation as cases materialize. 

Decisions in 2 cases in which GSA participated in 1956 resulted in establishing 
rates which will adjust the Government’s costs by $243,750 per annum less than 
rates originally proposed by the utility companies involved. Other contract 
negotiations and establishment of contract simplification procedures resulted in 
additional savings of $44,924. 

































EXPLANATION OF DISTRIBUTION BY OBJECTS 






(See activity data sheet.) 
Personal services and staffing.—$55,400 for 8 positions will maintain staff at 
level authorized in fiscal years 1956 and 1957. 













1956 
— 


PAA ee niles 
Average employment. - ---- ; 






Other objects.—$11,100 includes: 
(1) $3,000 for 130 travel days at $23 to develop contracts with utility com- 
panies in the field and to attend hearings before regulatory bodies. 

(2) $3,400 for contribution to the retirement fund. 

(3) $4,700, or 7.1 percent of the estimate, for normal office expenses. 


Mr. Tnomas. You have eight positions at a cost of $66,500. This 
is a— 








Central management function for all agencies, equipment utilization, rate, and 
economic studies are made, contracts negotiated, and the Government’s interests 
protected by participation in rate negotiations and litigations. 





I note this language: 


During 1956, GSA participated in 3 major rate cases; at present it is engaged 
in 7 major rate cases. While no precise number can be predicted in 1958 there 
is no reason to assume any substantial change in volume of business, and GSA 
must have the capability of providing expert representation as cases materialize. 

For other utility services there are 46 consolidated contracts for electric, gas, 
or steam in 29 of the 106 cities. 

In addition to the 37 statewide and local contracts mentioned above, there are 
7 contracts covering extensive areas served by 7 of the largest independent tele- 
phone companies. One such contract covers the entire service area of a company 

















1134 


spotting in the States of Arkansas, Louisiana, Oklahoma, Texas, and New 
Mexico. 


Operational workload of this activity is continuous due to (a) ever-changing 
programs, organization, staffing, and location of Government agencies served, 
and (0) recurring requests to Federal and State regulatory bodies by public 
utilities companies for changes in rate levels and rate structures. The entire 
increase requested for 1958 is for contribution to the retirement fund. 

Mr. Mus. That is a small division which already has established 
a governmentwide utility-management service. 

Mr. MacIntosh, the Director of the Public Utilities Division, is 
here and he can briefly run that down. 

Mr. MacInrosu. You are interested in the rate work. 

Mr. Tuomas. What you do overall. 

Mr. MacInrosH. We have the statutory responsibility of represent- 
ing the agencies of the Government. We perform contracting work 
for them, negotiate rates, and represent their interests in rate 
proceedings. 

Mr. Tuomas. What companies did you negotiate a rate with and 
what was the rate before and after you got through ? 

Mr. MacIntosn. For example, we negotiated, 

Mr. Tuomas. Have you a list of the negotiations you carried on ? 

Mr. MacIntosn. Eight agencies of the Government last year. 

Mr. Tuomas. That is one case per man per year ? 

Mr. MacInrvosn. That is the arithmetic of it, but several of our peo- 
ple do the clerical work. 

Mr. Tuomas. That was a little heavy duty, was it not? It kept 
you busy? 


NUMBER OF RATE CASES 


Mr. MacInrosH. Work last year was more in the line of rate work 
rather than contract negotiation. We participated in three rate cases 
last year. 

Mr. Tuomas. That extends over a period of time. You cannot wrap 
up one of those cases in a day’s time. You have to appear before these 
regulatory bodies in the States? 

Mr. MacIntosn. That is right, sir. We have seven cases pending 
now. 

SAVINGS ON UTILITIES 


Mr. THomas. What was the net result of your efforts? 

Mr. MacInrosu. Last year we saved $288,000. 

Mr. THomas. Spell it out. 

Mr. MacInrosH. Rate casework involving two New York Telephone 
Co. rate cases, we secured rates $243,700-—— 

Mr. Tuomas. You are not getting into the Federal Communications 
Commission’s backyard, are you? 

Mr. MacIntosu. Yes, but only in our representation responsibil- 
ity; we have a proceeding there now. 

Mr. Tomas. Proceed. How did that come about? 

Mr. Yates. Are you the complainant in those cases ? 

Mr. MacInrosH. In some cases. 

Mr. Yates. You said $288,000. Are you an intervenor, one of the 
parties? Are there others who could take credit for this reduction 
who filed the actual complaint? 
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Mr. MacInrosu. No, sir. We base our savings on cases where the 
commission in its decision has given recognition to the testimony we 
put in the case. 

For example, in the New York Telephone case we testified with 
respect to what is a fair rate of return, and the commission in its opin- 
ion adopted our figure as a fair rate of return. 

Mr. Yates. Who testifies? You have experts on the staff? 

Mr. MacIntosw. Yes, I do. 

Mr. Yates. I remember we used to bring Mr. Bonbright and out- 
standing authorities in to testify on fair rate of return. I[ am a little 
startled by the fact that in GSA we have this type of personnel. 

Mr. MacInrtosu. We do. 

Mr. Tuomas. How much savings have you effected in 1957 so far 
on utilities ¢ 

Mr. MacIntosu. None, sir. We are engaged in seven rate cases 
at the moment and we don’t know when they will be concluded. They 
might not be concluded this fiscal year. 


BACKGROUND OF MR. MAC INTOSH 


Mr. Tuomas. What is your background, may I ask 

Mr. MacInrosu. I am a graduate of Dartmouth College. 

Mr. Tuomas. In engineering? 

Mr. MacIntosu. Business administration. I have had 26 years 
experience in the public-utilities field. For 13 years I was a rate engi- 
neer with Consolidated Edison of New York and the remaining 13 
years I have been in public utility work down here. 


Mr. Tuomas. That is very fine. 

Out of the 8 people I see you have 4 of them at GS-11 and above. 

You have had a lot of practical experience in the field, then, have 
you not? 

Mr. MacIntosn. Yes, sir. I have tesified in approximately 22 rate 
cases, 

Mr. Tuomas. You qualify as an expert witness? 

Mr. MacInrtosu. Yes, sir. 


SERVICE DIRECTION 


Mr. Tuomas. Insert page 205 in the record at this point. 
(The information referred to is as follows :) 


Service direction 


Average employment 


Field 


i iitatin weed 
Change 
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HIGHLIGHT 


General supervision over all programs assigned to Transportation and Public 
Utilities Service is provided in the central office by the Commissioner of TPUS 
and his deputy, assisted by the staff of a planning and programing group and an 
administrative officer. In the field it is provided by the regional commissioners 
of GSA. Cost of penalty mail for programs of the Service is provided for in this 
activity. 


Sy rae 
1956 | 1957 j 
_ | _ 





General supervision $76, 000 | 
Penalty mail costs 2, 900 | 


Total cost or estimate (1957 basis) ..............---.----- 
Contribution to retirement fund______.........-.........-...- 


A ES ees a ee 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and staffing—$85,500 for 10 positions in the central office. 





1957 1958 


Total positions 10 10 
Average employment 4 3 3 9.8 


Other objects.—$13,700 of which $2,900 is for penalty mail costs. The remain- 
der of $10,800 includes: 

(1) $2,500 for 100 travel days at $25. 

(2) $800 for printing. 

(3) $5,400 for contribution to the retirement fund. 

(4) $2,100 for normal office expenses. 

Mr. Tomas (reading) : 


General supervision over all programs assigned to Transportation and Public 
Utilities Service is provided in the central office by the Commissioner of TPUS, 
and so on. 

How many people are involved here? 

> Miits. We are asking for 10 positions in 1958, the same as in 
1957. 

Mr. THomas. Are these man-years or jobs shown here? 

Mr. Muiuxs. Jobs, sir. As of December 31, 1956, there were actually 
seven persons on board. We lack a Commissioner and two others. 

Mr. Tuomas. Are these in your office? 

Mr. Miuus. Yes, sir; that is, in the Commissioner’s Office. 

There is one new grade 16 and some shifts for 1957 over 1956. 

Mr. Tuomas. I see you have 1 grade 18, 1 grade 16. Do you have 
any 15’s? 

Mr. Muius. Not in this activity, sir. 

Mr. Tuomas. You have two 14’s. Do you have any 13’s? 

Mr. Mus. None in the schedule for 1957 or 1958. 

Mr. Tuomas. I see you have 10 jobs set out on the green sheets and 
you list 9.8 man-years. That must be 11 or 12 jobs. How many are 
set out in the green sheets ? 

Mr. Meptey. There are only 10 positions in service administration. 

Mr. Tuomas. You have two blanks. You will fill the grade 15 and 
the grade 13 or will you leave them unfilled ? 
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Mr. Miuts. No, sir; those two positions were filled in 1956 but not 
in.1957 or 1958. 

Mr. Tuomas. What do these people do? 

Mr. Mitts. Supervise all transportation and utility operations dis- 
cussed under the two preceding activities. This activity provides 
only for top direction and supervision through the Office of the 
Commissioner. 











ADMINISTRATIVE OPERATIONS 





Mr. Tuomas. Let us look at administrative operations. 
Insert page 207 at this point. 
(The information referred to is as follows:) 








Administrative operations 





sage el 





HIGHLIGHT 









Financial, administrative, legal, planning, and coordination services to sup- 

port this program are provided by the integrated staff organization of GSA. 
“The increase in 1958 is mainly to provide additional legal staff to handle 

increased rate negotiations and litigation.” (From the budget for 1958.) 







Distribution of cost by subactivity 


{ 
| 


1956 1957 1958 









(a) Financial services.__- ; BEARS $114, 041 | $121, 900 $105, 900 
(6) Planning and agency services. ° geob his 18, 266 | 21, 600 26, 700 
(c) Administrative services - ._-.-.. eae : 18, 971 | 21, 600 32, 600 
(d) Legal services.-..-....--.--..--- ebndbohnstnsawet ‘ 33, 228 | 37, 800 74, 200 







Total (1957 basis) - . nies 184, 506 2, 900 239, 400 
Contribution to retirement fund -. J seGepumpsetabigntsens ke le<odp +13, 600 

















Estimate 1958__. i | .cwdidacietowoeeebaass Bee ees 253, 000 





Estimated man-year equivalent 
Workload for selected functions: 
Financial services: 
Employees payrolled _ - -- bss ndidbbudnddie 177 205 | 254 
Vouchers processed - ..__-- noon enenenensennenene| 678 | 800 900 
Administrative services: | 














Personnel, employees serviced - - - . ithe ee ees wep 177 205 254 
Compliance, investigations completed REET IR 10 10 10 
Personnel security investigations processed - -~_-..-.--| 41 45 | 45 
Legal services performed..........-- pakqhene grttnkies 1, 766 2, 000 | 4, 000 
















Based on workloads which will be generated by transportation and public 
utilities programs proposed for 1958, it is estimated that the cost of administra- 
tive operations, excluding contributions to retirement fund, will be $239,400 or 
15 percent of $1.6 million requested for 1958. This is a reduction from 16.1 per- 
cent for 1957. 

Comparatively high ratio of administrative operations under this appropria- 
tion results from the fact that approximately $74,000 provides for the cost of 
legal services specifically related to negotiation of all basic contracts and partici- 
pation in proceedings before regulatory bodies, both State and Federal, concerning 
earriers and nowt na utilities. 


Mr. THomas. $253,000 for 1958 against $202,900 last year. You 
want $253,000 for financial services, planning and agency services, 
legal services, and administrative services. 
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Mr. Jonas. Aren’t you going to comment on the reduction in finan- 
cial services ? 

Mr. Tuomas. I overlooked that. What happened, Mr. Medley ? 
Did you intend that to be $205,000 or $105,000? Did you make an 
error ? 

Mr. Meptry. No,sir. As we mentioned earlier this morning, thanks 
to the committee’s establishing an administrative operations fund 
last year, we can now distribute our cost according to actual work 
performed. The cost in this activity, in the estimate for 1958, has been 
revised in keeping with the actual cost. For the first 6 months for this 
year the costs were running between $50,000 and $60,000, which 
indicates—— 

Mr. Tuomas. I want to point out to you that for these fine services 
you charge this agency 15 percent. In the merchandising field we sell 
all this merchandise at a cost of only 11.2 per hundred dollar unit. 
Here it takes 15 percent to render this small service. 

Mr. Meptey. A good part of that is due to the fact that the legal 
costs per dollar of cost for staff for personal services is considerably 
more in this activity. 

Mr. Tuomas. You show workloads for financial services: em- 
ployees’ payroll 205 in 1957 and 254 in 1958, vouchers processed 800 
as against 900 for 1958. Then personnel serviced 205 as against 254 in 
1958, legal services performed around 2,000 for 1957 and a flat 4,000 
for 1958. 

Will you tell us what those legal services are numbering 2,000? 
There are only 169 persons in the service. If you give each one 2 cases 
that is roughly 375. What became of the other 1,650 in the way of 
legal services ? 

Mr. Sweeney. Units of legal service rendered include opinions, 
participations in negotiations as well as the bigger matters which are 
the participations in these representation cases before the regulatory 
bodies. 

Mr. THomas. Judge, you remember it was brought out a while ago 
that they averaged one utility case per position 

Mr. Sweeney. We have seven utility rate cases pending now. 

Mr. Tuomas. How do you arrive at that figure? What does that 
figure of 2,000 mean? It means nothing to me. Does it mean any- 
thing to you? Does it mean when you wrote a letter? 

Mr. Sweeney. That would be one type of service that is counted. 

Mr. Yates. A timesheet. 

Mr. Sweeney. Yes, sir. 

Mr. Mepiry. That is how we determine our costs. 

Mr. Tuomas (reading) : 

Comparatively high ratio of administrative operations under this appropria- 
tion results from the fact that approximately $74,000 provides for the cost of 
legal services specifically related to negotiation of all basic contracts and partici- 
pation in proceedings before regulatory bodies, both State and Federal, concern- 
ing carriers and public utilities. 

Based on workloads which will be generated by transportation and public utili- 
ties programs proposed for 1958, it is estimated that the cost of administrative 
operations, excluding contributions to retirement fund, will be $239,400 or 15 


percent of $1.6 million requested for 1958. This is a reduction from 16.1 percent 
for 1957. 


EE TE 
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GENERAL 


WITNESSES 


(IN ADDITION TO AGENCYWIDE WITNESSES) 


FRANK C. HILTON, ASSISTANT ADMINISTRATOR FOR PLANNING 
FRED E. HARTZSCH, ASSISTANT ADMINISTRATOR FOR ADMINIS- 


TRATION 


LEONARD R. LIEF, CHIEF, STAFF ESTIMATES 


SALARIES AND EXPENSES, OFFICE OF ADMINISTRATOR 


Program and financing 


Program by activities: Executive direction (total obligations) - 
Financing: Comparative transfers from (—) or to other 
accounts . . ; 


Appropriation _ - 


Total number of permanent positions 
Average number of all employees see: 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary --.--- a 
Average grade. -.-....-..--.-..- 


01 Personal services: 
Permanent positions_- a 
Positions other than permanent-____--.-.-..-.-- 
Regular pay above 52-week base_--_..-..-- 
Payment above basic rates 
Total personal services-.. - we fat 
i), eee hadatuenduada maa ne 
04 Communication services..-._............-....---.---.---- 
06 Printing and reproduction. .......-....-..-.------- 
07 Other contractual services » . : 
Services performed by other agencies__------- Sack 
OS :Meppliewanl menteriele 2. «esses codes se isd. 25s ese 
09 Equipment. -.--. anaes Sahcciaetanel m= tial , 
11 Grants, subsidies, and contributions: Contribution to re- 
tirement fund , d 
15 Taxes and assessments_--........-- 


Total obligations............ sed eRe 


Obligations by objects 


} 1956 aetual 


| 


$191, 961 | 


| 


i: - 


1956 actual 


99 


99 


24 


$6, 982 


| GS-8.9 


$163, 135 


3, 737 
2, 982 
170, 485 


| 3, 235 


| 5, 310 
650 


aon 145 





191, 961 


—191, 961 | 


3, 293 | 


= 2, 613 


1, 119 | 
5, 111 


1957 estimate | 1958 estimate 


196, 500 


395, 000 


$198, 500 | 


1957 estimate 


bo bo bo 


605 


$6, 


Gs 


73, 570 


1, 630 | 
631 | 


4, 000 


2, 700 | 


5, 500 
500 
1, 400 


200 


co te Ge 


), 000 


200 | 
3, 000 | 


198, 500 | 


$264, 000 
| 


264, 000 


| 1958 estimate 


$215, 661 
4, 000 
839 

6, 000 


226, 500 
8, 000 
4, 000 
2, 800 
6, 400 

500 

| i, 600 


14, 000 
200 


264, 000 
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Budget authorizations, eapenditures and balances 





























| 
| 1956 actual | 1957 estimate! 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE | 
Appropriation <a onion a ac avecenteonsnenceeeneeeostee fea eeeneete | $395, 000 $264, 000 
Obligated balance brought forward... ............-....-..-.-.|...-...--+----|-.------------ 20, 000 
Total budget authorizations available.. ..._............|-...---------- 395, 000 284, 000 
EXPENDITURES AND BALANCES | 
Expenditures— , 
I I etiichaxeimesesss 375, 000 | 250, 000 
er NN no a, oli ck de nceebepabenasetebscsanbins eatiatt banned 20, 000 
i aca diate Ji iib aie eanceeoet 375, 000 270, 000 
Obligated balance carried forward... ...........--.-.-.-.---~|...-.------.-- 20, 000 14, 000 
Sia deaapenein nile Ss 
Total expenditures and balances. _...........-.---- : su rdacs cscbaees FE 395, 000 284, 000 





Let us look at the Office of the Administrator while he is here. 

Insert. page 260 in the record at this point and follow it withthe 
table on page 259. 

(The information referred to is as follows :) 


Salaries and expenses, Office of Administrator 


a a Aen $395, 000 
sda Recs ankles edie ta cea aceasta a! 196, 500 
ES = SSeS TN he ea ta celtics 198, 500 
a i NE tal hie ee ba ee add Seiasiehsadiaghomsedin he Se ansks ear omcquomen neengnereniniertnatanen +65, 500 
Pitre ees a a i eich ee oe accra Re oe apni nig A 264, 000 


GENERAL STATEMENT 


Policy direction and coordination of all programs of the Administration are 
provided by the Administrator with the assistance of a small central office staff. 
Offices of the 10 regional commissioners provided for from this item in 1957 will 
be financed in 1958 from the administrative operations fund (from the budget 
for 1958). 


APPROPRIATION LANGUAGE 


“Salaries and expenses, Office of Administrator: For expenses of executive 
direction for activities under the control of the General Services Administration, 
including not to exceed [$11,300] $8,000 for expenses and travel, and not to 
exceed $250 for purchase of newspapers and periodicals; [$395,000] $264,000.” 


JUSTIFICATION 


Entire staff assists the Administrator with particular emphasis on (1) co- 
ordination of all major GSA programs, (2) liaison with various agencies of 
Government and commercial enterprises, (3) specialized review of major con- 
troversial transactions, and (4) performance of top-policy assignments. 

For 1957 this item financed the offices of the regional commissioners. For 
1958 it is proposed that they be financed under the administrative operations 
fund, together with other staff functions. Corresponding reductions have been 
made in the amounts shown for 1956 and 1957 to give comparability for all 
3 years. 

Increases in 1958 provide for a special assistant to Administrator, strengthen- 
ing of the legislative liaison function, part-time consultants, some additional 
clerical assistance, and $14,000 for payment to the retirement fund, 





RR 
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| 
1956 | 1957 Tk 1958 
Administrator and immediate staff__...........-.-.2-2-2 22. $106, 815 $111, 100 $160, 300 
DaarGiel MUGMW. 4.55). 66-5505) based hs dc dede~ da btacsssees } 55, 525: | 55, 600 55, 300 
Communications and records. _._.._____- : 29, 621 31, 800 | __ 40 400 
otal cost or estimate (1957 basis)............-.---.____- 191, 961 | 198,500} 250,000 
Contribution to retirement fund_-______- cideconsnieining wet +14, 000 
Estimate 1008... ........../.... araro~ pees pet neaeiee meena Lae aint | 264, 000 
{ 





EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing.—$226,500 provides for average employment of 
28.4 man-years in 1958 as compared to 22.7 in 1957. Increase of 5.7 provides for 
special assistant, legislative liaison officer, part-time consultants, a secretarial 
assistance. 





Distribution of employment 





| 
ae 




















| 
1956 1957 1958 
| ] '. P 
Posi- Man- Posi- Man- Posl- Man- 
tions years tions years tions years 
—| ae c —— 
Administrator and immediate staff_______| 10 | 9.7 | 11 10.3 | 15 | 15.4 
Board of Review ____ 6 } 6.1 | 6 | 6.2 6 6.0 
Communications and records. .__- : 6 | 6.0 | 6 | 6. 2 7 | 7.0 
a ee a cntsahiged End tellin goest napiasebecaed Laelia 
WORD «noon cna a eens 2 21.8 | 23 22.7 | 28 | 28.4 
Summary reconciliation of 1958 estimate to 1957 funds 
(a) 1957 appropriation in annual act____________________________ $395, 000 
Comparative transfers to— 
Operating expenses, PBS.............------- $86, 500 
Operating -expenses, FSS...............--___ 64, 800 
Operating expenses, NARS _ ~~~~------ ~~~ 11, 800 
Geeratine expenses, TPUS.................... 5, 900 
Strategic and critical materials__...__.______ 27 500 
—————- — 196, 500 
<empavative total for 1907... cisaissiin is 198, 500 
(b) Increases in 1958: 
Strengthening legislative liaison function____.____ 12, 000 
Additional assistant for Administrator__._.._____ 12, 500 
Additional clerical assistance................. 15, 000 
Tr re I aii cai a 5, 000 
Additional administrative inspec tion travel and 
other miscellaneous items_............___.__ 7, 000 
Contribution to retirement fund .--_-______-__ 14, 000 
~---— 65, 500 
"enn Gites T0P * 3Gpel io a Ce ee 264, 000 


Mr. Tuomas. $264,000 against $395,000 for last year, a reduction. 
This is a new setup. 

Policy direction and coordination of all programs of the Administration re 
provided by the Administrator with the assistance of a small central office stiff. 
Offices of the 10 regional commissioners provided for from this item in 1957 
will be financed in 1958 from the administrative operations fund. 

Salaries and expenses, Office of Administrator: For expenses of executive 
direction for activities under the control of the General Services Administra- 





88278—57—pt. 2 
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tion, including not to exceed $8,000 for expenses of travel, and not to exceed 
$250 for purchase of newspapers and periodicals, $264,000. 

Where do you get the figure of $395,000 for last year / 

Mr. Meptey. That was the amount appropriated in the annual act, 
which included regional commissioners and their secretaries. 

This year we felt that since they were not in fact part of the Office 
of the Administrator, it would be more appropriate to finance them 
in the same way we do other staff operations, so they have been 
removed 

Mr. Tuomas. They have been removed then / 

Mr. Mepiey. Yes, sir, and included under the administrative opera- 
tions fund. 

Mr. Tuomas. The entire staff assists the Administrator, with par- 
ticular emphasis on coordination, liaison, and specialized review. 
How many people do you have? 

The table shows 28.4 against 22.7 man-years. That should be about 
28 jobs against 23 jobs. 

You have other objects listed. You show a large number in grade 
15and above? Who arethey? 

Mr. Frorrr. They consist of myself, Mr. Mills, Mr. Flannagan, 3 
members of the Board of Review, and 2 men with Mr. Flanagan. The 
rest are all girls. They are secretaries, take care of the mail and a 
variety of duties. 





ADMINISTRATIVE OPERATIONS FunNpD 


Operations and financing 


1956 actua) | 1957 estimate | 1958 estimate 


Operations by activities: 
1. Financial services : $6, 919, 730 $7, 624, 600 





2. Planning and agency services -- - 907, 937 992, 400 
3. Administrative services - . - _- 2, 369, 511 2, 501, 700 
a i Se ee ee ee Bs : 769, 366 848, 300 | 
. : a ae coe 7 } on : . # 
Total obligations_--. -- -- 10, 966, 544 11, 967, 000 14, 000, 000 
Financing: 
Advances and reimbursements ; ad 10, 966, 544 | = 11, 967, 000 | 14, 000, 000 
| 


_ Notre.—Data for 1956 is shown here for comparative purposes only. The 1957 amount of $11,967,000 
includes $196,500 from “Salaries and expenses, Office of Administrator, General Services Administration,” 
for comparative purposes only. 





Total number of permanent positions | 1, 820 | 
Full-time equivalent of all other positions 16 
Avetage number of all employees 1, 789 
Nuinber of employees at end of year 1,814 
Average salaries and grades: 
General schedule grades: | 
Average salary $5, 451 


01 


02 
08 





Average grade 


Personal services: 
Permanent positions 
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Obligations by objects 


1956 actual 


G3-6.9 


$9, 656, 880 


Positions other than permanent 68, 621 
Regular pay above 52-week bas« 38, 155 
Payment above basic rates 124, 630 
Other payments for personal services 1, 005 


Total personal services 
Travel 
Transportation of things 


9, 889, 291 
143, 528 
15, 4.2 


#4 Communication services 133, 683 
05 Rents and utility services 222, 016 
06 Printing and reproduction. 172, 631 
07 Other contractual services. - 115, 656 
Services performed by other agencies 58, 554 
08 Supplies and materials 96, 116 
09 Equipment 99, 311 
11 Grants, subsidies, and contributions: Contribution to 
retirement fund 
13. Refunds, awards, and indemnities 13, 646 
15 Taxes and assessments 6, 680 
Total obligations 10, 966, 544 


Budget authorizations, expenditures and balance 


1956 actual 


BUDGET AUTHORIZATIONS AVAILABLE 


Advances and reimbursements 
Obligated balance brought forward 


Total budget authorizations available 
EXPENDITURES AND BALANCES 
Gross expenditures ateehis 
Obligated balance carried forward. 
Total expenditures and balances. 5 eta 


BUDGET EXPENDITURES 


Gross expenditures 
Advances and reimbursements 


Budget expenditures (out of balances of the fund) 


Mr. Tuomas. Let us look at the administrative 


record. 
(The information referred to is as follows:) 


1957 estimate 


2, O15 
11 
1, 935 


2, 015 | 


$5, 408 


GS-6.9 | 


$10, 550, 175 
50, 490 


92, 135 
2, 000 


10, 694, 800 





91, 500 
22, O00 


t, 100 
7, TOO 


11, 967, 000 | 


n” 


1957 estimat« 


$11, 967, 000 


- 


500, 000 


, 967, 000 


11, 467, 000 
11, 967, 000 


— 500, 000 


, 967, 000 | 


, 467, 000 | 


1958 estimate 
2, 151 
») 


2, 096 
2; 151 





$11, 668, 754 
14, 858 
46, O88 
19, 000 


11, 743, 700 
284, 000 
11, 500 
135, 800 
423, 400 
315, 800 
122, 700 
(4, 000 

95, 200 

45, 300 


734, 100 
17, 100 
7, 400 


14, 000, 000 


1958 estimate 


$14, 000, 000 
500, 000 


14, 500, 000 


13, 900, 000 
600, 000 


14, 500, 000 


13, 900, 000 
14, 000, 000 


— 100, 000 


operating fund. 
We will insert pages 266, 267, and 268, followed by page 265, in the 
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ADMINISTRATIVE OPERATIONS FUND 
GENERAL STATEMENT 


Financial, administrative, legal, and planning services required to support 
all programs of the Administration are provided by the integrated staff organi- 
zation of General Services Administration. They are initially financed from an 
administrative operations fund into which the various benefiting appropriations 
and funds make deposits for their share of the obligations incurred. Of the total 
amount deposited in the fund during a fiscal year, the amount from appropria- 
tions made available to General Services Administration in the annual act for 
the year is subject to a limitation. Deposits from other sources are not covered 
in the limitation as the scope of programs and supporting workload is seldom 
precisely known in advance. Wstimated amounts available for 1958 and their 
sources, with comparable data for 1956 and 1957, are: 


| 
| 1956 com- et estimate | 1958 estimate 

















parable 
Included in limitation: 
Operating expenses, Public Buildings Service---.-.-.....-.- $3, 042,321 | $3, 293, 700 $3, 980, 500 
Repair and improvement. _____- Bese 465, 999 | 602, 550 973, 000 
Sites and expenses, purchase contract projects... - _..___- 78, 569 141, 000 164, 000 
Operating expenses, Federal Supply Service- - - - -- 5 486, 037 608, 400 693, 000 
Expenses, supply distribution. __._...._-.._.___- seesut 2, 688, 595 | 2, 990, 000 3, 561, 000 
Operating expenses, National Archives and Records | | 
a a a OL eta 369, 180 | 380, 450 412, 000 
Operating expenses, ee and Public Utilities | 
Service - - olen iaeiesel 184, 506 202, 900 253, 000 
Strategic and critical materials .__.------------------- | 1,354,507} —-1, 313, 900 1, 530, 000 
Administrative expenses, abaca fiber program. ---.___-.__-| 55, 917 | 43, 000 33, 500 
Total included in limitation..................-- one aoe 8, 725, 631 | 9, 575, 900 il, 600, 000 
Excluded from limitation: 
Expansion of defense production _--- ; : 1, 364, 471 | 1, 523, 400 1, 483, 000 
Buildings management fund_-__.............--- ae ee 477, 812 | 477, 300 504, 000 
Construction services. -____.......--.-.---- 158, 400 | 165, 500 175, 000 
Advances and reimbursements, ‘personal property activities: | 
Federal Civil Defense Administration - es ses 17, 027 | 20, 500 21, 500 
Expenses, supply distribution -- - ._-- Dacha acegercel 11, 676 8, 700 9, 000 
Administrative expenses, foreign aid procurements. suse dbs edal 167, O71 | 152, 000 161, 000 
Administrative operations - - 10, 900 | ; 
Other advances and reimbursements: Commodity Credit i | | 
Corporation fund, not shown in this chapter. -_--- 33, 556 43, 3, 700 | 46, 500 
Total excluded from limitation............-...-.......--| 2 240, 913 | 2, 391, 100 2, 400, 000 
| | 
SN ict aks cnisansonsnaieisnsniats aio "10, 966, 544 11, 967, 000 14, 000, 000 








“The budget for the Administration contemplates substantial increases in many 
programs which will require increases in supporting administrative operations 
and certain understaffed operations to provide more adequate support.” (From 
the Budget for 1958.) 

APPROPRIATION LANGUAGE 


“Administrative operations fund: Funds available to General Services Admin- 
istration for administrative operations, in support of program activities, shall be 
expended and accounted for, as a whole, through a single fund, which is hereby 
authorized: Provided, That costs and obligations for such administrative opera- 
tions for the respective program activities shall be accounted for in accordance 
with systems approved by the General Accounting Office: Provided further. That 
the total amount deposited into said account for the fiscal year [1957] 1958 
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from funds made available to General Services Administration in this Act shall 
not exceed [[$.),540,375] $11,600,000, of which not to exceed [$137,700] $230,000 
may be used for travel expenses: Provided further, That amounts deposited into 
said account for administrative operations for each program shall not exceed the 
amounts included in the respective program appropriations for such purposes.” 


Justifications of limitations 


1. Limitations on deposits.—This limitation applies only to the total amount 
which may be deposited in the fund from funds made available in the annual 
appropriation act. The amounts included in the budget estimates of the appro- 
priation items for inclusion in the 1958 act are set forth in the upper half 
of the preceding table. Each amount appears in a section headed “Administrative 
operations” of the justification for each appropriation listed. 

A listing of changes from the 1957 limitation is set forth on the reconciliation 
statement on page 265. Details of the entire integrated staff organization of 
GSA will be found in justification material under the head “Consolidated admin- 
istrative operations” beginning on page 272. 

2. Limitation on travel.—Travel limitation is composed of amounts included 
for “02 Travel” in the appropriation items set forth in the upper half of the pre- 
ceding table which are as follows: 


Portion included 
Appropriation title: for travel 

Operating Cxpeneet, ble ~<0nenena~<ehneranes sha aiiediaaaetinaien ani $79, 700 
RE A TV eckdae. nde ekgudidaacin tine ones 9, 500 
ORC RIE. eI tcnrcidicare «-oecemsntannadnaiiaieel teeta wince ntunitinitereseimecmmminil 3, 500 
CONTI Ce iieiniccotannsitiinnicsees airabaccimedsamdiamnmiebteetnitieniek nati 17, 700 
I, TCU CN enc beneetideaeanieennnitnebiins 43, 000 
COOP ETEO CEOs rertetitce vies Acddtia nes ooenteleaticteachrinn eter 8, 300 
Caper ines GE I aici ie ttt tecerendithe dcr retdvnesrcieescnennes 9, 700 
Sy GIR CET re io so eceeetenirten mn erereeererernesenicusmemna 58, 200 
Administrative expenses, abaca fiber program eieienainas ie inideatim aidan 400 
NN eons Tiss de oh Eteach energy eae tha teeitaen ass tla naeeeaniat ee neat rtieh gehen 230,000 


The language provides for an increase in travel expense of $92,300 from $137,700 
in 1957 to $230,000. The estimate for 1958 includes $7,000 for travel of regional 
commissioners which was financed in 1957 from “Salaries and expenses, Office 
of Administrator” and is not an overall increase. The remaining increase of 
$85,300 is justified by (1) $15,000 for 652 travel days at $23 administering the 
physical security program for the stockpile locations, (2) $3,000 for 130 travel 
days at $23 for appearances at traffic and utilities rate hearings, (3) $13,200 for 
574 travel days at $23 for field contacts by the new Planning and Agency 
Services activity, with special support for an accelerated program to service small 
business, (4) 34,500 for 300 travel days involved in the program for more complete 
and prompt audits of contracts and GSA operations, and (5) $49,600 for 2,157 
travel days at $23 required for adequate supervision of activities in the field in 
connection with operating program expansions. 
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Summary reconciliation of 1958 estimate to 1957 limitation 


(a) 1957 limitation in annual act__..-..-._.._-._---___--.------.- $9, 540, 875 . 
Reverted to program operations : ; 
“Operating expenses, PBS”____-_--___-__--- —$75 
“Expenses, supply distribution” ...__________ —50, 000 
“Operating expenses, TPUS”________--_--_-_-- —10, 000 
“Strategic and critical materials’____________ —88,600 ; 
“en Teer wreath —12, 300 : 
—_ — 160, 975 
Proposed supplemental, “Expenses,.supply distribution”____ -+100, 000 
Comparative transfer from “Salaries and expenses, Office 
(el Re BL Se oe +196, 500 
Comparative total for 1067__._________..._._.__.._._._____' 9, 675, 900 


(6) Decreases in 1958: 
Elimination of 16 positions in regional offices__________- 
{c) Increases in 1958 : 

Increase in workload for program expansions: 
Accounting, $388,500 ; budget, $27,700; credit and 
finance, $42,900; real property’ inventory, 
$30,000 ; accounting systems, $26,900 ; accelerated 
internal and contract audit program, $92,100; 
ee  h anedoaaen $636, 500 

Increased assistance to small business, $146,300; 
more effective supervision of regional cperations, 
and comprehensive evaluation of GSA services 
to other agencies, $84,400; increased emphasis 
on program planning evaluation, program prog- 
ress reporting and additional travel, $45,800; 
asa er e i. ylat gl epaae 282, 600 

Increased emphasis on recruitment, proper classi- 
fication and training of personnel, $96,800: addi- 
tional office services for expanding programs, 
$48,100; direct financing of 11 clerical positions 
in compliance and security functions, $44,000; 
increased coverage and partial disposal of back- 
logs in compliance and security cases, $49,800; 
administration of physical security of stockpile, 

SEO DEO. etheod, OB 100. iiui iui wees) eee 2cs2 291, 800 

Special project to modernize real property laws 
governing GSA operations, $60,000; increased 
legal support for rate negotiations and proceed- 
ings, $36,400; increase in other legal services 
generated by expanding GSA programs, $46,300. 142, 700 

Contribution to retirement fund__._._.__-—-______ 602, 500 


_. —82, 000 


1, 956, 100 


















eaarath 602, 500 | 11, 500, 000 
Reductions since printing budget ' 100, 000 


casera = soennedeoneceesenan] eteerenanenaneinsn cnemenevenrcennanesann | stensasesbensit 


Total estimate (limitation) for 1958___.____________ 11, 500, 000 
Analysis by activities 
| Additions 
1957 Deduc- | pecs LS 1958 
Activities adjusted tions } estimate 
| | Program Retire- 
| ment fund 
on Se ———— none va ilbileieiaihoasibeeaihieda tinal saab ean quttsiatensiaanninentt 
1. Financial services_____-- ---} $6, 052, 000 |... .. | $636,500 | $359, 300 | $7,047, 800 
2. Planning and management services ---| 966, 400 $132, 000 282, 600 63, 900 1, 180, 900 
3. Administrative services . | 2,021, 300 | . 291, 800 133,700 | 2, 446, 800 
4. Legal services............--- | 636, 200 siieigsdied 142, 700 45, 600 | 824, 500 
_——SS LS —— 
Revised totals_-... | 9,675,900 | 132,000 | 1,353, 600 
‘ a 


{ ' 


Total shown in budget... .-.----- Pad Raima ats he saat | 11, 600, 000 | 
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Mr. Tuomas. This is where we tie it all in together. 

Financial, administrative, legal, and planning services required to 
support all programs. Is that correct ? 

Mr. Meptey. That is right. 

Mr. Tuomas. We have a breakdown of where the money comes 
from all tied together, starting in with “Public buildings,” “Repair 
and improvement,” and so on all the way down the page. 

Last year for these same services you spent about $12 million. 
This year you are going up to $14 million. Under the limitation it is 
$11,600,000 for 1958 against $9.575.900 last year, and excluded from 
the limitation is an additional amount of about $2.4 million, which 
makes a total of $14 million. You excluded from the limitation “Ex- 
pansion of defense production,” “Buildings management fund,” 
“Commodity Credit Corporation fund,” and so forth. 

How much work do you have in addition to what is included in the 
limitation? I thought I saw it in the table. 

Mr. Mep.ey. Page 266, Mr. Chairman. It shows sources of 
financing. 

OBLIGATIONS BY OBJECT 


Mr. Tuomas. Let us go to the green sheets to get the story. To 
get the entire picture on the financial services $8,752,000, planning 
and surveys $1,299,000, administrative services $2,939,000, legal 
services $1,010,000. 

What part is not included in the limitation ? 

Mr. Meptey. $2.4 million in total. 

Mr. Tomas. How many people do you have ¢ 

Mr. Meptey. Total permanent positions, Mr. Chairman, for 1957, is 
2,015, and proposed for 1958 we have 2,151, or an increase of 136. 

Mr. Tuomas. Other objects are set out here, also. Travel goes from 
$208,800 to $284,000, communications services from $127,300 to 
$135,800. Insert the green sheet on page 269 and the top of 270. 

(The information referred to is as follows :) 


Administrative operations fund. General Services Administration 


Operations and financing | 1956 actual | 1957 estimate | 1958 estimate 


Operations by activities: 


1. Financial services $6, 919, 730 $7, 624, 600 | $8, 752, 000 

2. Planning and agency services 907, 937 992, 400 | 1, 299, 000 

3. Administrative services | 2, 369, 511 2, 501, 700 | 2, 939, 000 

4. Legal services 769, 366 848, 300 1,010, 000 

Total obligations | 10, 966, 544 11, 967, 000 14, 000, 000 
Financing: | 

Advances and reimbursements 10, 966, 544 11, 967, 000 14, 000, 000 

OBLIGATIONS BY OBJECTS 

Total number of permanent positions 1, 820 2,015 2,151 

Full-time equivalent of all other positions 16 11 2 

Average number of all employees | 1, 789 1, 935 2, 096 

Number of employees at end of year_- -- 1,814 2, 015 2,151 


Average salaries and grades: 
General schedule grades: 
A verage salary $5, 451 $5, 468 $5, 566 
Average grade GS8-6.9 GS-6.9 GS8-7.0 
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Administrative operations fund, General Services Administration—Continued 























































} | | 

Operations and financing 1956 actual | 1957 estimate | 1958 estimate 
OBLIGATIONS BY OBJECTS—continued 

01 Personal services: | 
I cit ite cndibadinanecuiinamee heehee $9, 656,880 | $10,550,175 | $11, 663, 754 
Positions other than permanent.....-......-. 2. 68, 621 | 50,490 | 14, 858 
Regular pay above 52-week base--_.............----.-- | i ep ere 46, 088 
Payment above basic rates__- ; bt desu! 124, 630 | 92, 135 | 19, 000 
Other payments for personal services................-. 1, 005 S008 bee ht ohti 
Total personal services. .....-.....---.---------+---| 9, 889, 291 10, 694, 800 11, 743, 700 
i Oe eto aid ann Bennsunnaanmeere=t ; 143, 528 | 208, 800 284, 000 
03 ‘Transportation of things-_-_..-.............-.---...-.---- 15, 482 9, 600 | 11, 500 
04, Gommouniention servions., -.......--b..4..+1.....-+,---2-- 133, 683 127, 300 | 135, 800 
ee er oc Scasuhioenss ap cencaaedacce! 222, 016 368, 900 423, 400 
06 Printing and reproduction. _...-...-.....-.----..--..-.-- 172, 631 | 260, 600 315, 800 
07 Other contractual services. __.....-....---.<-.-.-.-+.-.---. 115, 656 113, 300 | 122, 700 
Services performed by other agencies... ob LLL LOLLL 58, 554 59, 000 64, 000 
08 Supplies and materials... ...__.___- Inethia Ricci ahah ania 96, 116 | 91, 500 95, 200 
09 Equipment. -_-___.__-- 99, 311 22, 000 45, 300 

11 Grants, subsidies, and contributions: Contribution to re- | 
tirement fund ieee tise called oto cinaite Toney 734, 100 
18 Refunds, awards, and indemnities SLES ne dk 13, 646 | 4,100 | 17, 100 
15 Taxes and assessments... --.--..------------------------| 6, 630 | 7, 100 | 7, 400 


Total obligations.....__-------..2-:i2-..--..4----2--<-+-| 10,966,544 | 11,967,000 | 14, 000, 000 
| 





Mr. Tuomas. You have a sizable increase in printing and repro- 
duction. What is that for? 

Mr. Meptey. The printing and reproduction expense mainly pro- 
vides for the duplication of accounting reports, instructions and pro- 
cedures which are issued, punchcards for electrical accounting ma- 
chines. 


CoNSOLIDATED ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. We will insert pages 272 and 274. 
(The information referred to is as follows:) 


CONSOLIDATED ADMINISTRATIVE OPERATIONS OF GSA 


Justifications of estimates of appropriations for various programs of GSA 
include a separate activity for “Administrative operations’ necessary to sup- 
port the operating program involved. 

These operations are performed by integrated staff organizations of GSA in 
the central office and regional offices and are financed through deposits to the 
administrative operations fund from the respective program appropriations and/ 
or funds. 

In each appropriation item the justification of “Administrative operations” 
support is broken down into subactivities corresponding to the staff organization 
of GSA. This section of the estimates brings together the amounts, both under 
and outside the administrative operations fund limitation, for each subactivity 
in consolidated tables and statements as summarized below. 





1956 1957 1958 


SE Ro, 1 OG Bs nchaiberadesomentonenowe $6, 919, 730 $7, 724, 600 $8, 305, 000 





Be SI GENET GIETIIEE.. Biocon cccccschewsensweconnseuces 907, 937 992, 400 1, 228, 300 
re Snr, ... J. Ohh tn cncosbabesesnsenesesesoccn 2, 369, 511 2, 501, 700 2, 778, 500 
Be COR ONOU Baik noice dc bd dace---20ds- posh bbe ail 769, 366 848, 300 954, 100 

want duvdbncsnscosbebih phwidbaneseassion 10, 966, 544 12, oh 000 13, 265, 900 
Contribution to retirement fund._-..............--- aa 5 : +734, 100 






I  intnnmcetenanetesiiitins swiss cdconssssusiclecse D "4 ‘ seas 14, 000, 000 


| 


A more detailed summarization by source of funds is set forth in the following 
table, afier which each of the consolidated subactivities is discussed separately. 
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Positions by grades 





























Actual, 1956 Program, 1957 Request, 1958 
Depart- Field Depart- Field Depart- Field 
ment ment | ment 
Grade: | | 
PMB is hens setae scenic: 1 Lae j 
BO Wiiix iid = cnnccdesicccdsgua 2 3 | gly Mee a 
I a oc otetndaraciiere aa 7 3 aa ' 3 ‘ 4 es dl 
ES a a te ole aden sini ; 22 16 28 15 29 18 
GS-14...._- lea beaeeeoe ‘ 40 25 50 26 58 28 
I is i ah iis scien 67 37 74 37. | 83 48 
GS-12...- . anaes oeee 88 43 100 41 | 112 34 
G8-11_.....- , J3a. Joh 49 65 4 86 63 96 
GS-10... ...- sth Sei tA a bo keh ses 1 9 l 8 l 8 
GS8-9....... OL caieed | 61 65 74 | 69 79 77 
oo cac Succes ke cee : 6 12 4 | 9 4 9 
GS8-7__..- eats, Bsus. sk 72 85 79 (| 85 82 91 
rts cad ata 14 45 15 47 | 15 47 
G&-5.....- ee cae de 131 174 134 202 =| 151 209 
GS-4. ....-. 1 aatendteae « } 118 292 132 344 | 138 342 
CBR Sf. see esecea| 44 169 46 210 47 211 
G8-2._... lbs badd peed catpien ‘i 2 47 4 37 4 37 
GS-1._... ite oan 13 3 18 3 18 3 
Unere@iaeaccs. 96.355... ; 1 1 
Total positions..................---.| 783) | 1,087 821 | 1,219 | 893 | 1,258 
|" ———— — ——| —_—_—_—— —— | —————<<<— —— 
Average employment-___- | 712.1 1, 060. 2 788. 6 1, 162. 8 | 851.4 | 1,242.7 
Part-time-_. ae ‘ | 6.6 | 9.6 5.7 5.6 2.0 a 
pammneinansicindsd Rercsneitiiliareeatiiesan itil aiaaeata din csitilbsimntiieaieae 
Total average employment___- | 718.7 1, 069. 8 794.3} 1,168.4 | 853. 4 1, 242.8 
Grand total_........_. 1, 788. 5 | 1, 962. 7 2, 096. 2 
Obligations by objects 
oe ee ee Per See 8 ee yee Teeaeer ees, 
Object classification | Actual, 1956 | Program, | Request, 
| | 1957 | 1958 
Personal services: 
Departmental $4, 483, 918 $4, 997, 300 | $5, 486, 200 
hei erttintieeaen ; 5, 405, 373 5, 797, 500 | 6, 257, 500 
01 Total personal services 9,889,291 | 10,794, 800 | 11, 743, 700 


Other objects: | 


02 Travel_.-_-- ba 143, 528 | 208, 800 | 284, 000 
03 Transportation of things | 15, 482 9, 600 | 11, 500 
04 Communication services | 133, 683 127, 300 | 135, 800 
05 Rents and utility services 222, 016 368, 900 | 423, 400 
06 Printing and reproduction | 172, 631 260, 600 | 315, 800 
07 Other contractual services 174, 210 172, 300 186, 700 
08 Supplies and materials 96, 116 91, 500 95, 200 
09 Equipment : 99, 311 22, 000 | 45, 300 
10 Lands and structures 
11 Grants, subsidies, contributions | 734, 100 
13. Refunds, awards, indemnities | 13, 646 4,100 | 17, 100 
15 Taxes and assessments 6, 630 | 7, 100 | 7, 400 
Total other objects , | 1,077,253} 1,272,200 | 2, 256, 300 
Total obligations 10, 966, 544 | 12, 067, 000 | 14, 000, 000 
Position data: | 
Average salary, all positions $5, 451 | $5, 442 | $5, 566 
Average grade, GS positions | 6.9 6.8 | 7.0 
= — - a _ — ———. — — ey — — — 
1 Includes expenses, supply distribution supplemental estimate. 
‘ y mw * y re’ — , wa 
CoNsOLIDATED FINANCIAL SERVICES 
ry’ * ‘ . + OF O72 o . » . + 
Mr. Tuomas. Insert pages 275, 276, and 294 in the record at this 


point. 
(The information referred to is as follows :) 
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Financial services 





Amount Average em- 

| ployment 
a raat ee Eee ieee tienes —| . ee er 
| a ig si z i $7, 724, €00 | 1, 294.0 
CR isd asiciinicetepwoswemsewscversscec eexalee | 1,027, 400 | +55. 7 
aia SN na la 
1, 349. 7 


Sabie spas denbtendtdesdecdesinucedss Seine avons salah 8, 752, 000 


HIGHLIGHT 


Complete financial services for all GSA programs are provided under this 
activity, including planning, installation, supervision, and improvement of finan- 
cial systems and supporting services such as inventory accounting, cost account- 
ing, billing and collection operations, that constitute an integral part of major 
program operations, some of which are the stockpile, stores depots, motor pool, 
and buildings operations. 

Financial services include all phases of budget administration, accounting and 
reporting services, credit extension and financial analyses, and conduct of audits. 
Governmentwide inventories of real property holdings are developed and assist- 
ance is provided other executive agencies with property accounting systems. 

Financial services are performed in the central office through 7 subactivities 
with operations of 4 extending to each of 10 regional offices under supervision 
of regional comptrollers. 


| 








1956 1957 1958 
i —— — - _ — — 
| j | ] 
Amount | Man- Amount Man- | Amount Man 
} | years years } years 
eereepepermcenieaypeemctnenntadintgueedgneamatntian |— —_ - — = 
| 
Distribution by subactivity: | | 
(a) General supervision !_} $229, 476 | 27.9 | $234, 000 27.0 | $239, 100 | 27.0 
(6) Budget ! we 636, 431 89.1 | 683, 800 | 97.1 | 719, 800 103. 3 
(c) Aecounting 4, 897, 940 920. 0 | 5,404,900 | 1,003.7 | 5, 767, 400 } 1,081. 
(1) Accounting | | } | 
systems | 208, 894 | 25. 5 229, 200 | 27.7 252, 400 | 29.9 
(2) Accounting | | | | 
reports } 178, 017 23, 2 200, 800 26, 2 214, 500 27.9 
(3) Accounting | 
operations ! | 4, 511, 029 | 871.3 4, 974, 900 | 949.8 5, 300, 500 | 973. 7 
(d) External property ac- | | | | 
counting : 77, 022 | 8.0 | 79, 400 | 8.0 | 87,000 | 8.9 
(e) Real property inven- | | 
tory....-. | 60, 370 5.0 | 93, 100 6.0 123, 100 | 8.6 
(f) Audit 699, 545 | 84.0 989,800 | 105.3 997, 600 | 120.0 
(g) Credit and finance '___| 318, 946 44.3 | 339, 600 | 46.9 371, 000 | 50. 4 
Total (1957 basis) _ __| 6,919,730 | 1,178.3 7,724,600 | 1,294.0 8,305,000 | 1,349.7 
Contribution to retirement | Aire! 
fund ____- ‘ : i I: 4 +447, 000 | 
Estimate, 1958__- 8, 752, 000 | 
——— - _ | . mane : 
Distribution by location: 
Departmental ‘ a 3, 105, 625 451.5 3, 410, 600 489. 6 3, 821, 700 | 493.8 


Regional_. nie 3, 814, 105 | 726, 8 | 4,314,000 | 804. 4 4,930, 300 | 855.9 
| ! | 


1 Components with regional counterparts. 


In addition to the retirement fund contribution of $447,000 the estimate is 
increased over 1957 by $580,400 as follows: 

General supervision.—$5,100 for replacement of obsolete and wornout equip- 
ment. 

Budget.—$36,000 to cover additional workload in the field and to provide an 
adequate staff for the performance analysis function. 

Accounting systems.—$23,200 to provide a nucleus staff for electronic data 
processing surveys to identify the areas in which savings can be made by appli- 
cation to GSA programs. 

Accounting reports. 











$13,700 to provide adequate staff for increased workload 


and to implement mechanization of the reports function. 








Accounting operations.—$325,600 based on expanded programs under expenses, 
supply distribution, and renovation and improvement. For the central office, 
EAM costs for mechanization are offset by a decrease in staff of 21.3 man-years. 
With a substantial increase in workload the field staff has a net increase of 45.2 
man-years after consideration of increased efficiency realized from mechanization. 

External property accounting.—$7,600 to provide for followup property account- 
ing surveys and for on-site assistance. 

Real property inventory. ide adequate staff for the function 
which has been expanded since its inception to include Government-owned prop- 
erty abroad, leased property, and the jurisdictional status of properties. 

Audit.—$107,800 to provide (1) adequate staff for proper internal audit of 
GSA operating programs, $93,420, and (2) for contract audit, $14,380. 

Credit and finance.—$31,400 to cover additional workload in the field and to 
provide adequate staff for servicing receivables. 








Source of funds 1956 1957 1958 
Appropriations: 

Operating expenses, PBS__. $1, 694, 023 $1, 800, 800 $1, 978, 000 
Repair and improvement_ 284, 663 374, 500 631, 800 
Sites and expenses (lease-pure hase) 17, 139 91, 700 | 96, 500 
Operating expenses, FSS____ 247, 323 318, 500 | 337, 300 
Expenses, supply distribution ‘ 1, 955, 919 | 2, 277, 800 | 2, 717, 900 
Operating expenses, NARS__- 160, 268 166, 600 178, 300 
Operating expenses, TPUS__. 114, 041 121, 900 111, 700 
Strategic and critical materials. - 864, 334 865, 900 | 972, 000 
Administrative expenses, abaca fiber program 40, 199 34, 300 24, 300 

Subtotal (funds within limitation 5, 377, 909 6, 052, 000 7, 047, 800 

Allocatiyns and reimbursements: | 

Exvansion of defense oe 1, 009, 883 1, 158, 000 1, 162, 000 
Construction services 73, 900 75, 900 80, 100 
FCDA warehousing program 10, 470 12, 200 12, 700 
Administrative expenses, foreign aid procurement. 138, 283 120, 000 126, 100 
Buildings management fund 277, 929 | 268, 200 282, 700 
Expenses, supply distribution, reimbursement. - 11, 565 8, 700 9, 000 
Commodity Credit Corporation 19, 791 29, 600 31, 600 

Subtotal ‘ : 1, 541, 821 1, 672, 600 1, 704, 200 

‘Total mo 6, 919, 730 7, 724, 600 ‘ 8, 752, 000 


Positions vay grades 


Actual, 1956 Program, 1957 | Request, 1958 
Depart- | Field Depart- Field | Depart-| Field 
| mental mental | | mental | 
| | 
Grade: | 
GS-17 . 1 | d Lig 
GS-15 10 | 1 12 l 12 | l 
GS-14 19 | 9 28 10 28 | 10 
GS-13 42 14 | 46 14 5O | 14 
GS-12 56 20 | 61 | 21 | 70 | 21 
GS-11 27 28 34 36 | 37 | 40 
GS-10 1 | s l 8 | 1} 8 
Gs-9 4] 46 46 465 48 | 46 
GS-8... 4 | 12 | 3 g | 3 | 9 
GS8-7 ~ 47 | 61 | 51 65 5O | 65 
GS-6. _. 5 33 | 4 36 a | 36 
GS-5 | 101 | 133 | 102 | 157 97 | 160 
Gs-4 84 237 91 275 92 280 
GS-3. ‘ } 24 | 124 | 26 163 27 163 
GS-2 18 | l ll 
Ungraded 1 a a 
annette fats pentingnatatashintaren = |-—o-siisibdehssatabitadene 
Total positions ; 462 | 744 | 506 852 | 520 864 
Average employment | 448 0 | 722 0 | 485.5 798 9 193.8 | 855. 9 
Part-time : | 3.5 | 4.8 4.1 55! : 
Total average Sar 451.5 | 726.8 | 489 6 804. 4 493. 8 | 855. ¢ 9 


Grand total___ 1, 178.3 | 1, 294.0 1, 349. 7 



































Obligations by objects 
lait aa tie 
Objeot.classification Actual, Program, Request, 
1956 1957 1958 
Personal services: 
I tae $2, 728, 873 $3, 012, 700 $3, 164, 400 
a aaa 3, 442, 889 3, 729, 000 3, 986, 200 
01 Total personal services_._................--..-.-2...-.-. 6, 171, 762 6, 741, 700 7, 150, 600 
Other objects: 
02 Oe ee SSE UE tr LS weied 83, 324 118, 800 132, 000 
03 Transportation of things.............................- 11, 766 4, 600 7, 500 
04. Communication services..................-.-.-.------ 59, 362 | 55, 400 56, 900 
05 Rents and utility services_..............-.-...--.----- 220, 524 367, 700 422, 000 
06 Printing and reproduction........................-.-- 133, 761 223, 200 272, 800 
07 Other contractual services...........................- 125, 414 129, 000 140, 000 
Dennen a cmmneapeinainn 60, 685 56, 000 56, 700 
is sc ddbui-uncccee 5 ine 30, 627 20, 100 45, 300 
I Bt a habit aknetuns hide teatnda becker 
re  udesdewtnleseoonennscneniseuccecanneuee 447, 000 
13 Refunds, awards, indemnities._....................-- 9, 610 | 4, 000 17, 000 
1) Texes and assesmments..........................-...-- 3, 895 | 4, 100 4, 200 
TI, 0) 2 t.. ... .. ch ecuncacanccacnsecs 747, 968 982, 900 1, 601, 400 
OM see a 5 6,919,730 | 7, 724, 600 8, 752, 000 
Position data: - 
Average salary, all positions..............-.-.........--.- $5, 135 $5, 124 $5, 249 
Average gmae, GS positions. oj..................-- suse 6.4 6.4 6.5 


Mr. Tuomas. Average employment for financial services is 1,349. 
Is that man-years or positions? 

Mr. Meprey. Average employment man-years. 

Mr. Tuomas. 1,294 for last year. 

Mr. Meprey. Of that increase, 51.5 is in the field to handle the 
expanded workload in supply and buildings. 


CONSOLIDATED PLANNING AND MANAGEMENT SERVICES 


Mr. Tuomas. Insert pages 295 through 299 in the record, cost of 
$1,199,000 against $992,400, 127 jobs. 

The Assistant Administrator for Planning is responsible for assisting the 
Administrator in planning, coordinating, and directing GSA activities relating 
to formulation of internal organizational policies, coordination and evaluation 
of GSA program planning, development of management and program progress 
reporting systems. 


(The information referred to is as follows :) 


Planning and management services 





Amount Average 
employees 
ieee Datncncp chile <ahvendidos ans ; $992, 400 | 113.3 
Cimange. ..4<te..+<. Eas, os ead ove ante ste bobdas ‘ +-206, 600 | +14.0 
eevee bees... 2a... 2. nn Ue nae cli hn ms baat 1, 199, 000 | 127.3 
Wy I Boas. ln cccce ns cbb- ni ccccnen cscs. | 100, 000 | --. 
ccs inicietiliiaid meen dobgeeinintvedsy sie fs ASIN Fan neon esnnae 


HIGHLIGHTS 


The Assistant Administrator for Planning is responsible for assisting the 
Administrator in planning, coordinating, and directing GSA activities relating 
to (a) formulaton of internal organizational policies; (b) coordination and 
evaluation of GSA program planning; (c) development of management and pro- 
gram progress reporting systems; (d) coordination of all program activities 
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which render advisory, survey, and counseling services to Government agencies 
and ascertain customer reactions to GSA programs; (e€) emergency relocation 
planning; (f) overall administrative direction and supervision of the regional 
commissioners; (g) assistance to private business and the public through in- 
formation dissemination on supply, space and construction requirements, bidding 
procedures, and other aspects of Government procurement, with particular 
emphasis on assistance to small business. 

These functions are performed in the central office through 3 subactivities 
with operations of 2 extending to each of 10 regional offices, and a fourth, regional 
administration, applicable only in the regions. 


1957 1958 


Man- 
|} years | 


Man- 
years 


Amount Amount Amount 


Distribution by subactivity: 
(a) General supervision---- 
(b) Organization policy !....._- 
(c) Management operations !- 
(d) Regional administration * 


Total (1957 basis) ._- _- 
Contribution to retirement fund _.___- 


Revised estimate, 1958 _- _- 


<a. oa | 
$22,610} 2. 
544, 124 | 68. 
137,129 | 16. 
19. 
105. 


0 
1 
0 | 
8 
9 


992, 400 | 


; 
$28, 800 | 
555, 800 
211, 300 | 
196, 500 | 


3. ( 








Voluntary reduction.________. 


Original estimate, 1958 
Distribution by location: 
Departmental... . 
Regional. 


1 Components with regional counterparts. 


? Entirely in the regions. 


317, 315 | 
590, 622 | 


36. 6 


69.3 | 


| 


407, 400 | 
585, 000 | 


67.5 | 
22.8 | 


20. 0 
113.3 


44.3 } 
69.0 


) $39, 600 
455, 300 
439, 200 
200, 000 


1, , 134, 100 
+64, 900 


} 

| 

| 

| 1. 199, 000 | 

|’ 100, 000 
1, 299, 000 |... 

624, 900 

574, 100 


64.3 
63. & 





In addition to contributions to the retirement fund of $64,900, other changes 


result in a net increase of $141,7 
(1) Provision for a more 
out the Nation, $146,300. 


00 as follows: 


vigorous program to assist small business through- 


(2) Adequate basic staffing of a program of more effective supervision of 
regional operations, and comprehensive evaluation of GSA services to other 


agencies, $84,400. 

(3) Adequate staffing 
gram planning evaluation, prc 
travel for regional commissioner 


gram progress 
s, $45,800. 


of Office of Assistant Administrator for Planning, 
reporting, 


and 


pro- 
for additional 


Increases are partially offset by savings of $132,000 resulting from elimination 
of 16 positions in regional offices representing regional directors of management 
and their secretaries, and a reduction of $2,800 in cost of relocation planning. 


Source of funds 


| 
1056 | 


1957 


1958 (origi- 
nal 


| 
| 1958 (re- 


Voluntary 


reduction | 


vised) 


—|———_|_—— 


Appropriations: 
----+-+++----| $365, 691 | $422, 100 


Operating expenses, PBS... _- 
Repair and improvement .. 
Operating expenses, FSS... 
Expenses, supply distribution - 
Operating expenses, NARS. 
Operating expenses, TPUS 
Strategic and critical materials 


Subtotal (funds within limitation) 


Allocations and reimbursements: 
Expansion of defense production... 
Construction services. 

Buildings manageme nt reimbursement. 


Administration operation reimbursement 


Subtotal if 


Total 


| 
| 
! 
} 
| 
| 
| 


693 | 
249 | 
, 287 | 
8, 266 | 
9, 946 | 


“ , 106, 
182, 


, 125 | 
33, 368 

. 000 | 
2, 672 | 
5, 772. | 


fe 
| 
i2 | 





” 907, 937 


129, 200 
209, 600 
81, 800 | 
21, 600 | 
102, 100 | 
966, 400 | 


ts 


21, 500 
4, 500 


26, 000 | 


~ 992, 400 | 


$588, 
20, 6 

150, 
249, ; 

OR, 
28, ¢ 
135, 3 

1, 280, 


13, 
4, 


18, 
eo. 


1, 299, 


— $72, 000 


| $516, 900 
—2, 000 | 
-| 


28, 600 
140, 400 
249, 300 
$2, 100 

28, 300 

135, 300 


~10, 000 | 
16, 000 


—100, 000 | 1, 180, 900 


—100, 000° y 199, 00 000: 
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JUSTIFICATION 
(a) General supervision 


(Overall direction and coordination are provided by the Office of Assistant 
Administrator for Planning.) 





ssn 


| 1956 1957 | 1958 


pear ini ri 





| | 
— Man- | Amount | Man- i Man- 








years | years years 
nee a 
Cost, departmental orly (1957 basis) ............| $22, 610 2 | $28, 800 | 3 | $39, 600 4 
Contribution to retirement fund _--___......-..-- mee eee, Re wicshtiortacattiee |-------- UENO Lidswsces 
Retna, fives oa) oe at Semte eke ene. | oil | 41, 800 |........ 


Increase over 1957 provides for 1 assistant and adequate travel funds. 


b. Organization policy 

The formulation of internal organizational policy, including the conduct of 
management-improvement studies of GSA operations and maintenance of the 
GSA systems of manuais; the coordination of GSA program planning activities 
including the rendering of technical advice and assistance on program planning 
techniques ; and the development of management and program progress reporting 
systems, including preparation of such reports to Congress and other Government 
agencies, are provided by the Office of Organization Policy in the central office 
and the 10 regional offices. 
































1956 1957 1958 
| Selig toaaatgieis —|—___--—— 
Amount Man- | Amount Man- | Amount Man- 
| years | | years | | years 
i Rca - *  BHPLOR OR PT Te Le ROT FON Seek 
Distribution by function: | 
(1) General supervision - .---- --- } $18, 510 1.8] $17,000 5 $20, 000 2.0 
(2) Surveys and procedures. . -- 131, 133 15.8 138, 300 16.0 143, 000 16.0 
(3) Planning and evaluation_ _- 17, 798 2.0 34, 000 3.5 | 40, 200 4.3 
(4) Management reports__-__.- 67, 909 8.0 60, 500 6.5 | 72, 000 8.5 
(5) Regional optration____.-----| 308, 774 40.5 | 306, 000 40.0 | 180, 100 23.8 
—————_——_— qx _ cmc“ — 
Total (1957 basis) __...._-- 544, 124 | 68.1 | 555, 800 | 67.5 | 455, 300 | 54. 6 
Contribution to retirement fund_ at | ins octs +26, 500 
SS. | —-- | —-- -- + a mo 
Moetinate; 1008. ........:...-.- |- i in Pemahedbeea ee whee ee : | 481, 800 
Distribution by location: SAE olive cee 7X8 | Te ie 1 
Departmental _ -- --- sal nihil 235, 350 27.6 249, 800 27.5 275, 200 30.8 
ee tc eacne ss cyano 308, 774 40.5 306, 000 40.0 180, 100 24. 8 
Total (1957 basis) ___- so 544, 124 | 68. 1 555, 800 67.5 | 455; 300 | 54.6 
Contribution to retirement fund me | | +26, 500 | 
ee ee ee email cementite 
Estimate, 1958_......-......- iota = tah amitanslacwsnewie pine anh 481, 800 | - 


| 


An increase of 3 positions is requested in 1958 for the central office: 1 for the 
function of coordination and evaluation of program planning, and 2 to handle the 
increased workload of program progress reports for use by the Administra- 
tor in overall agency management. Estimate also reflects decrease in regional 
operation resulting from elimination of 16 positions. 


(c) Management operations 

The Office of Management Operations plans, develops, and installs programs 
relating to internal management of regional office activities; supervises manage- 
ment activities of regional commissioners; evaluates the effectiveness of services 
provided other agencies; develops GSA-wide emergency relocation plans and 
programs; develops, coordinates, and disseminates, on an agencywide basis, 
essential data for use in assisting the business public, including trade, manu- 
facturing and industry groups in transacting business with GSA; provides busi- 
ness and industry, particularly small-business concerns, with prompt informa- 





tion and assistance with respect to supply, construction, repair, and service re- 
quirements of GSA and other Government agencies, including bid information, 
contract awards, specifications, etc.; serves as referral and screening points for 
firms desiring to contact GSA officials or proper officials of other agencies. On- 
the-spot service is rendered to the business community by a small staff located in 
each of the regional business service centers. 








1956 1957 1958 
ra ied oe GER ek LA oS te Sin ee 
Amount | Man- | Amount | Man- | Amount | Man- 
years years | | years 
a a | |) ontario oy 
Distribution by function: | | 
) General supervision. - - . el in wcosess| Ga aee 1.8 | $23,300 | 2.0 
(2) Field suvervision aie ames i a : ‘ 53, 900 | 3.8 
(3) Agency services. ..........---- save] Py dé |} 19,200 2.0 44, 500 | 5.0 
(4) Business services... ..-- | $85, 812 ; 10.0 91, 000 10.0 | 232,300 | 27.9 
(5) Information ._- Ll bhademad = 51, 317 6.0 | 62,000 6.0 57, 000 | 7.0 
(6) Relocation planning-_.........--...------| taal : 3 31, 000 3.0 28, 200 | 3.0 
Total (1957 basis) _.| 137,129} 16.0] 211,300} 22.8| 439,200} 48.7 
Contribution to retirement fund | - | date +25, 000 
Estimate 1958_.........._. bok ke gt E ehedete a: 464, 200 | 





Distribution by location: | 


Denartmental. --......-..-- , | 50, 355 7.0 128, 800 13.8 | 276,700 | 29. 5 
Regional | 77,774 | 9.0} 82,500! 9.0 | 162,500 | 19.2 
Total (1957 basis) 137, 129 | 16.0 211, 300 22.8 439, 200 | 48.7 
Contribution to retirement fund «buen , +25, 000 |.....-- 
Estimate 1958___-_- y2 sts aan peaake 464, 200 |_...--.. 


Increases for 1958 provide for (@) 4 positions in central office for the new 
field supervision function for supervising regional commissioners’ activities: 
(b) 3 additional positions in central office for evaluating the effectiveness of 
services provided other agencies; and (¢) 20 additional positions to implement 
the expanded program of assistance to business, with emphasis on small busi- 
ness, of which 9 are in central office and 1 in the regional business service centers. 


(d) Regional administration 


Direction and coordination for all GSA programs in the field are provided by 
the regional commissioners in the 10 regional offices. 


19°6 1957 19°8 
- - ' oe — ' — SD 
Regional 
Amount Man- | Amount] Man- Amount Man- 
years | years years 
Cost (19°7 basis) $204, 074 19.8 | $196, 500 20.0 | $200, 00 20.0 
Contribution to retirement fund +11, 200 
Estimate, 1978... | 211, 200 | 


Increase in 1958 provides for more adequate travel requirements. 
EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See summary activity data sheet.) 

Personal services.—$1,038,100 provides for net increase of 14.0 man-years, 
reflecting an increase of 18.9 man-years to permit an accelerated program of 
increased assistance to small business; increase of 7.0 man-years for field super- 
vision and agency services; 4.1 man-years for annualization and staffing of other 
functions ; and the elimination of 16 positions in regional offices of the regional 
directors of management and their secretaries. 

Travel._—$37,000 provides for 1,609 travel days at $23 per day incident to 
supervision of regional activities, and essential travel requirements in connection 
with organization policy and management operations. 

Communications.—$17,000 based on an average of $130 per position. High 
average cost reflects extraordinary communication costs in connection with ad- 
ministration of the relocation program. 
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Printing and. reproduction.—$19,400 for miscellaneous duplicating require- 
ments, reports, forms, and procedures. 

Other contractual services —$14,300 for necessary repairs to equipment and 
furniture, health-room services, and use of pool vehicles. 

Supplies and materials —$8,000 for normal office supplies and materials. 


Grants, subsidies and contributions.—$64,900 covers the contribution to the 
retirement fund. 


Tawes and assessments.—$300 covers employer’s FICA costs. 
Mr. Fiorrr. This is Mr. Hilton’s project. 
Mr. Tuomas (reading) : 


Emergency relocation planning, overall administrative direction, and super- 
vision of the regional commissioners, assistance to private business. 


Reading this over it seems to me the rest of these men might as 
well quit. 


DISTRIBUTION BY SUBACTIVITY 


Mr. Tuomas. I note you had 68.1 jobs in “Organization policy” 
in 1956, 67.5 in 1957, and 54.6 in 1958. 

What is that organization policy? 

I note under “Management operations” you had 16 in 1956, 22.8 
in 1957, and 48.7 in 1958; under “Regional administration,” you had 
19.8 in 1956, 20 in 1957, and 20 in 1958 

Well, there is a little decrease in or ‘ganization policy in 1958 of 13 
jobs. 

This thing breaks it down into departmental with 64.3 as against 
63 in the regions. 

What are the people in the regions going to do? 

These functions are performed in the central office through three 
subactivities, and we have just mentioned them. The operations ex- 
tend to each of the 10 regional offices. What are those extensions 
to the regional offices? What two are they ? 

Mr. Hirron. In the management operation, sir, and organization 
policy. 

Mr. Tuomas. This is a new unit; is it not? 

Mr. Hizton. Partially, sir. 

Mr. Tuomas. I note that organization policy appears on page 297 
of the justifications, which we have already put in the record. Let 
us see what it is. 

Mr. Tuomas. You state: 


The formulation of internal organizational policy, including the conduct of 
management improvement studies of GSA operations and maintenance of the GSA 
systems of manuals; the coordination of GSA program planning activities in- 
cluding the rendering of technical advice and assistance on program-plan- 
ning techniques; and the development of management and program progress 
reporting systems, including preparation of such reports to Congress and other 
Government agencies are provided by the Office of Organization Policy in the 
central office and the 10 regional offices. 


Under “General supervision” you have 2 man-years; under “Surveys 
and procedures” you have 16 man-years; under “Planning and evalua- 
tion” you have 4.3 man-years. 

This is your brain-truster outfit; is it not? 

Mr. Hitron. The cost is going down, too. Look at the dollars. 


ANE NE AI A — EE A PE AEE 


sewer + 


eT 


A EEE ACS 
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OTHER OBJECTS 


Mr. Tuomas. Let us see the green sheets. What do they look like? 

I note that for your activity you are requesting “l'ravel” in the 
amount of $37,000; “Communications” in the amount of $17,000 ; 
“Printing and reproduc tion” in the amount of $19,400; “Other con- 
tractual services” in the amount of $14,300; “Supplies and materials” 
in the amount of $8,000, and “Contr ibutions to the civil service retire- 
ment fund” in the amount of $64,900. 

I have already added them up in “Organization policy” and find 
you have 21 people here in the Department with ratings of GS-11 and 
above, which gives you 12 with the rating of GS-9 and below. 

In the field. you have 4 GS-14’s and 7 ‘GS-13's. 

You dropped off from 67 to 54. 

When did you put this unit together in its present form ¢ 

Mr. Hiwron. Which unit are you referring to, sir? 

Mr. Tuomas. The large, overall unit. 

Mr. Hitron. The unit originally was put together back in July 1956. 

Mr. Tuomas. In its entirety? 

Mr. Hirron. Yes, sir. 

Mr. Tuomas. How has it been functioning? What does it look like? 

Mr. Hiuron. It looks very healthy, sir. 

Mr. Tuomas. Tell us what it does generally in you own words. 
When we read these short words in the justification, they do not mean 
too much to us. 

Mr. Hivron. There are four major functions performed in the 
Office. The first one is “General supervision,” the second one is “Or- 
ganization policy,” the third one is “Management operations.’ 

Mr. Tuomas. That is on a day-to-day basis # 

Mr. Hirron. Yes, sir. 

Mr. Tuomas. And the fourth one is what? 

Mr. Hirron. Regional administration. 

Mr. Tuomas. You have to keep your hand on that also? 

Mr. Hitron. Yes, sir. 

Mr. Tuomas. Well, you have your hands full. 

At this point in the record we will insert page 304 of the justifica- 
tions. 

(The page referred to follows :) 


8$8278—d37—pr. 2 20 
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Positions by grades 











Actual, 1956 | Program, 1957 Request, 1958 
' ! 
Depart- Field Depart- | Field ] epart- Field 
| ment | ment ment 
ee Fe lL TO Liss Au. Widtaouties bie leis 
Grade: | | | 
I ed sat LH win 1 1 
GS-16. - : . 4 
GS-15 1 3 5 
GS-14. _.....- 2 a 2 4 
GS-13 - ‘ ‘ thelcaibl, 2 3 1 10 
Bete. oicud-b< im a qnanl 1 | 4 | 2 4 | 2 
GS-11 é 5. OSL oest 234 2 1 10 
GS-9 ...... heh d bie Sears -3dalde 2 2 
GS-8 : AGIs linn sueie het es Siena send . l ~ 
Gi? ......- cas a 3 | 5 
GS-5_.... a 4 sal oo | 4 
Total positions. _ _..-...| 7 9 14 9 30 20 
Average employment 7.0 | 9.0 | 13.8 9.0 29.5 19. 2 
Part-time--.- + ann---------|---- | édal = 
Total average employ- } | 
ment ; ‘ 7.0 | 9.0 | 13.8 9.0 29. 5 19, 2 
Grand total | 16.0 22.8 48. 7 


Obligations by objects 


Object classification | Actual, 1956 Program, Request, 1958 


1957 

Personal services: 

Departmental ‘ : $53, 839 $114, 400 $247, 000 

PION Biicnde ids snd .. 74, 486 76, 400 152, 500 

01 Total personal services 128, 325 190, 800 399, 500 
Other cbjects: 

02 ‘Travel... 

03 Transportation of things 

04 Communication services 

05 Rents and utility services 

06 Printing and reproduction 

07 Other contractual services 

08 Supplies and materials 

09 Equipment ecahagh 

10 Lands and strt ctures 

11 Grants, subsidies, contributions 

13. Refunds, awards, indemnities 

Total other objects &, 804 20, 500 64, 700 
Total obligations 137, 129 211, 300 164, 200) 

Position data: 

Average salary, all positions $8, 105 $8, 405 $8, 249 

Average grade, GS positions 11.3 11.6 11.6 


VOLUNTARY REDUCTION IN PLANNING AND MANAGEMENT SERVICES 


Mr. Jonas. How did you figure out ways to cut out that $100,000 
and revise your estimates? What are you going to cut out ? 

Mr. Hitron. We did that by eliminating the Office of Management 
in the regions, sir. 

Mr. Jonas. No; $72,000 of it comes out of “Operating expenses, 
Public Buildings Service,” and $16,000 out of NARS operating 
expenses. 

How did you decide on those figures? $100,000 seems just like a 
good round sum to me. Did you do it arbitrarily or by some scientific 
method ? 


ap er RR rrr ter ne ee ee 
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Mr. Meptry. Can I speak to that, Mr. Jonas? 
Mr. Jonas. Yes, sir. 
Mr. Mepuxy. Just recently Mr. Floete reorganized slightly there 
which eliminated some jobs that had originally been planned in the 
regions and, instead, set up this management ‘operations which Mr. | 
Hilton referred to. "The reduction is brought about by that change, 
and it came out at about $98,000 or $99,000. We rounded it to $100,000. 
Mr. Froere. Specifically, what we cut out is this: We had planned 
at the time this was:put together to have what they call agency service 
coordinators, and subsequently I decided that that was a duplication 
of work being done in the services anyway. So we just cut it out of 
the administration operations fund. Therefore we cut out 10 jobs 
right there, you see, as well as some secretaries. 















SMALL-BUSINESS OPERATIONS 


Mr. Jonas. What are you going to do with this $146,300 to assist 
small business? I thought the Small Business Administration was 
set up for that purpose. 

Mr. Hirton. The General Services Administration, sir, has been 
charged to perform a specific service confined to proc urement for 
smal] business, and our operation in no way conflicts with Small Busi- 
ness Administration, inasmuch as that is a technical and a. financial 
operation on their part, in addition to procurement. As a matter of 
fact, any inquiry that comes to them relative to procurement, they 
refer to our business service centers. 

Mr. Jonas. I know, but if you are procuring, I do not see why you 
need to spend $146,300 just to steer this procurement into small- 
business hands. 

Could you not do that naturally with your regular organization 

Speeifically, what are you going to do, and how are you going to 
spend that $146,300 ? 

Mr. Hinton. When the Business Service Office was originally set 
up in GSA, it was established largely in the regions and was repre- 
sented by our business service centers. There they displayed bid pro- 
posals and offered other types of information rel: ative to procurement, 
and.they were confined to the regional offices in the 10 regions of GSA. 
In.addition to that there was one individual in the central office. Now, 
it was a program, unfortunately, that it was felt was largely left up 
to the individual initiative of the one in charge of it in the regions 
and it also so happens that the assistance given to it came from one 
of the two principal services, Public Buildings or Federal Supply. 

So, there was really no direction from the central office and no well 
organized or coordinated program. It was one of those unfortunate 
operations, actually, that kind of grows like Topsy. 

Because of the great interest in small business, and deservedly so, 
and one in which the Members of C ongress have expressed a keen in- 
terest, the General Services Administration is trying to intelligently 
organize that service in order to make it more effective (1) by organ- 
izing it properly in the central office and (2) giving it direction and 
providing additional direct services in all the regions. 

Mr. Frorre. Mr. Hilton, why do you not expand a little bit upon 
what we are doing now under Paul Barron. I think it is a very in- 
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teresting subject and I think a lot can be done for small business and 
for business generally. 

Mr. Hivron. I think you would be very much interested in a pro- 
gram that has just recently been initiated and in which Mr. Floete is 
keenly interested. I believe it was in October, following the request 
from the White House authorizing the Administrator of GSA to 
establish a task force for the purpose of studying the problems of 
small business. The task force is chaired by a representative from 
GSA, and is made up of individuals from other agencies such as the 
Defense Department, the Department of Agriculture, the Department 
of Commerce, the Small Business Administration. 

Their immediate effort was to extend the participation of small 
business in Government contracts, of course, but primarily to remove 
the needless inconsistencies and procedures followed by Government 
agencies in the elimination of complexities and the inequities in those 
procedures. It is extremely interesting to find in a relatively short 
period of time, the life of this task force, that with all the progress 
that had come in Government over a period of years, in industry and 
in everything else that we live through each day, that there could be 

revalent in Government such reactionary or old-fashioned proce- 
ures in procurement and its like. 

Their efforts have been extremely productive. 

Their newest recommendation concerns progress i aga They 
are working on a “set-aside” program. They also have a task force 
working on the solution of brand names, or something equal, as it is 
referred to in Government buying, and also in an effort to prepare a 
very smal] but simple contract form. They have possibly 6 projects 


at the present time, and they have only been in operation about 
3 months, sir. 


Mr. Tuomas. We will proceed to consideration of the next item. 


LEGAL SERVICES 


_ At this point in the record we shall insert page 319 of the justifica- 
tions. 
(The page referred to follows :) 


CONSOLIDATED ADMINISTRATIVE OPERATIONS 


Legal services 





Amount Average em 
ployment 


$848, 300 109. 0 
+161, 700 +16.1 


| 1,010,000 125.1 





HIGHLIGHT 


Direction, supervision, and performance of all legal activities is provided, 
including legal counsel to Administrator and all service and staff officials. Legal 
services, under direction of General Counsel, are performed in central office 
through 6 subactivities, with field services provided under 10 regional counsels. 
Legal services required in support of programs of GSA differ for each major 
program area as reflected by the organizational pattern and as described below. 
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1956 1958 


Amount | Man- | Amount} Man- | Amount} Man- 
years years 


(a) General supervision E . $79, 200 
(6) Real property services 34. . . 375, 000 
(c) Personal property services ; . ’ 177, 800 
(d) Defense materials services__............- 5 js 71, 100 
(e) Transportation and utility services 33, s ; 74, 200 
(/) Legislative and administrative services. - 7 . , 76, 800 


TET Tn comes 
Contribution to retirement fund 


Estimate, 1958 
Distribution by location: 
PPOIONNNS. 5 5 Diceteneee be ccine<csunen= 
I ee ceca ee oe ne en ere = 


Source of funds 


Appropriations: 
Operating expenses, PBS_...__. $165, 900 $243, 800 
Repair and improvement. aaah ease ate 7 58, 000 72, 500 
Sites and expenses (lease purchase) . 34, 35, 100 52, 600 
Sites and planning......__._. odes jen 3 26, 667 |____- ‘ se 
Operating expenses, F aes! ; hel? | 72, 533 91, 400 | 111, 200 
Expenses, supply distribution..................-....--.-- 98, 786 119, 200 | 139, 100 
Operating expenses, NARS __......-.. 22-22-22. 20, 016 | 19, 000 | 10, 600 
Operating expenses, TPUS a nS cae a 33, 228 | 37, 800 78, 500 
Strategic and critical materials____- Wit vitae = 764 | 105, 100 111, 200 
Abaca fiber program...................... iw 11, 869 4, 700 0} 5, 000 





Subtotal (funds within limitation) _____- sacha 603, 431 636, 200 | 824, 500 





Allocations and reimbursements: 
Expansion of defense production.___.........___-___..---_] »§ 155, 000 | 125, 200 
Construction services -__ - 25, 4 31, 900 33, 700 
Administrative expenses, foreign-aid procurements... aoe , 400 | 8, 000 | 8, 400 
Buildings management fund_ cotadie ; B, 6, 800 | 7, 200 
Commodity Credit Corporation - abs , 315 | 10, 400 | 11, 000 





Subtotal. .... coal ” 165, 935 | 12, 100 185, 500 


ee reas zotinl hee aregrt <R 789, 366 848, 300 1, 010, 000 


Mr. THomas (reading) : 


Direction, supervision, and performance of all legal activities is provided, 
including legal counsel to Administrator and all service and staff officials, Legal 
services, under direction of General Counsel, are performed in central office 
through 6 subactivities, with field services provided under 10 regional counsels. 
Legal services required in support of programs of GSA differ for each major 
program area as reflected by the organizational pattern and as described below. 

What do you need with 125 lawyers? How many lawsuits do you 
have? 

Mr, Sweeney. The office is divided up to serve all the different 
services in the central office, and i in the regional offices as well. 

Mr. Troomas. What are we going to do with 125 of them? What 
are we going to do with 87 lawyers in the District of Columbia, in 
the central office? What is there to be done? What is there to be 
done in the department to require the services of 125 or 130 lawyers 
every year? We don’t have any litigation to amount to anything; 
do we? 

Mr. Sweeney. In the one field we do. 

Mr. Tuomas. Which one? 

Mr. SwEENEY. In the transportation and utilities field, we repre- 
sent the executive agencies of the Government before regulatory agen- 
cles. 
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Mr. Tuomas. You don’t have too much there. If you go into X 
town and Y State, you get the United States attorney. 

Mr. Sweenty. No; not with respect to regulatory proceeding and 
that work has been increasing substantially in the last year. We also 
had to prepare the lease-purchase documents and determine their 
legal sufficiency and whether they would work. ‘This was legal work 
to do in the preparation of the bidding documents and we had a lot 
of legal work with this entire new program that was carried on last 
year. The disposal and acquisition of property also requires legal 
attention. 

Mr. Mepiey.-There are 69 professional men and the balance are 
clerical. Could I give my colleague a helping hand, Mr. Chairman ? 
It has been my observation that he has been understaffed badly. 

Mr. Tuomas. Go ahead. 

Mr. Meptey. It is my judgment Mr. Chairman, that Mr. Sweeney 
has been understaffed. Some of the contracts have both legal and 
financial considerations and so I think we are perhaps in as good a 
position to know as anybody and certainly he is shorthanded. 


Buimpines MANAGEMENT FunD 


Mr. Tuomas. At this point in the record we will insert page 328 of 
the justifications which sets forth the data with reference to the 
“Buildings management fund.” 

(The page referred to follows :) 


GENERAL STATEMENT 


“This fund finances on a reimbursable basis buildings management activities 
consisting of: Management, rental, operation, and protection of Government- 
owned and leased space in and outside the District of Columbia for housing 
Federal agencies; repair and improvement of Government-owned space in the 
District of Columbia and adjacent area: repair and improvement of Government- 
owned buildings outside the District of Columbia managed by General Services 
Administration ; operation of joint-use communication facilities and other related 
buildings services (66 Stat. 594). Any surplus resulting from operations, after 
making provision for prior year losses, if any, is paid into the Treasury as mis- 
cellaneous receipts. 

“Operating costs for 1958 are estimated at $240.7 million, a net increase of 
$50.5 million over 1957. This net increase is composed of the following items: 
Operation and protection of Government-owned space $12, 894, 000 
Rental, operation, and protection of leased space ; 7, 3538, 501 
Operation and protection of purchase-contract space allele elite a te 564, 000 
Repair and improvements of Government-owned buildings in Dis- 

trict of Columbia area 900, 000 
Repair and improvements of Government-owned buildings outside 

District of Columbia (General Services Administration operated) 16, 965, 000 
meee. ‘Gere mepmeaemone. Se a e  E eole 190, 000 
Operation of communication facilities__...._._.....__-----_-__--__~- 700, 000 
Security. guarding_i._....-..-i....-...- ay ; 250, 000 
Job order work 700, 000 


Total < . 60,516,501 


“At the end of 1956 the net investment in the fund was $8 million, composed of 
$3.5 million appropriated, $4.6 million capitalized assets, less $0.1 million deficit. 
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“The relation of costs to obligations is derived from year-end balances of 
selected resources and — able adjustments as reflected in the following table: 


Cole lint remecgneronnstststleremerencreocncammnmeepecnsacnipiiaieaia ipa aseaciaeres ; 


1955 actual 1956 actual | 1957 estimate | 1958.estimate 


Selected resources at end of year: i 
Inventories and ite:™s on order: | 

Oper ating supplies and materials ___ | $2,026,543 | $2,440,175 | $2, 400,000 $2, 400, 000 

ork in process _- eae 1, 528, 759 | 2, 861, 982 | 2, 900, 000 2, 900, 000 

v nfilled purchase orders eves ‘ 7, 511, 480 | 7, 708,640 | 10,000, 000 13, 000, 000 

Deferred charges-............--- ii 41, 040 | he 31, 190 | $1, 000 | 31, 000 


Total selected resources at end of year ._-. 11, 107, 822 13, 041, s7 7 | 15, 331, 000 18, 331, 000 
Selected resources at start of year (—) | —11, 107, 82% — 13,041,987 | —15,331, 000 


~} 2 ~- — 


| 
= - — 
Increase in seleeted:resources._. aide | 1, 984, 165 1 2, 289, 013 | 3, 000, 000 
Property or services transferred in (—) without | | 
charge, net SEC ast ctbunnwes réarebeewingaas oan — 294, 585 | 


| 





Obligations incurred for costs of other years, net | 1, 639, 580 | 2, 289, 013 3, 000, 000 
i I 


“Increase of $3,000,000 in unfilled purchase orders in 1958 over 1957 is due 
to increase in volume of business, particularly with respect to the repair and 
improvement program.” (From the Budget for 1958.) 


Mr. Tuomas (reading) : 


This fund finances on a reimbursable basis buildings management activities 
consisting of: Management, rental, operation and. protection of Government- 
owned and lease space in and outside the District of Columbia for housing 
Federal agencies; repair and improvement of Government-owned space in the 
District of Columbia and adjacent area; repair and improvement of Govern- 
ment-owned buildings outside the District of Columbia managed by General 
Services Administration; operation of joint-use communication facilities and 
other related building services. 


It is stated that any surplus resulting from operations, after making 


provision for prior year losses, if any, is paid into the Treasury as 
miscellaneous receipts. 

Operating costs for 1958 are estimated at $240.7 million, a net inerease of 
$50.5 million over 1957. 

This net increase is composed of several items, and they are set out 
at page 328 of the justifications. 

You have the operation and protection of Government-owned space; 
rental, operation, and protection of leased space; operation and pro- 
tection of purchase-contract space, and others. You state that at 
the end of 1956 the net investment in the fund was $8 million, com- 
posed of $3.5 million appropriated, $4.6 million capitalized assets, 
less $0.1 million deficit. 

Now, these tables are quite interesting all the way through. 

IT note you have an increase of $3 million in unfilled purchase orders 


ANALYSES OF INCOME TO FUND IN FISCAL YEAR 1956 


At this point in the record we shall insert page 329 of the 
justifications. 
(The page referred to follows:) 
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ScnepuLe A.—Supplementary analysis of income for 1956 by source 


GSA appropriations: 
Operating expenses, PBS (includes HOB) —~--.--------------- 
Repair, improvement, and equipment________.----------~---- 
Strategic and critical materials.._......-_.__..-...-_.....---~- 
Bixpeonees, weneral yappry tune... ks 
Onetating expenses, NARS. ......-.--..---- abel 
Amsitionn soert Gaciities: . el 
II i se esate ciemneniore 
Federal supply and records building_.._....--..-_...._-.------ 
SOOPER TOs i ee tne ae ~ be min Sena ie eee 
Minor amounts from 20 other funds_________-__-------------- 


$108, 276, 740 


6, 869, 807 
3, 109, 537 
2, 817, 908 
1, 048, 802 
208, 422 
81, 812 

58, 153 
56, 330 
180, 972 


Income from GSA appropriations____-_._.---_------------ 
Income fom other agencies : 
Neen en ne ssineenanienenenanceleneeanantmesapanen 
Deen ents Or meen... 5 5 a ae 
OE OTRO, cerntinriiecinnttitinnoar terete ere 
IN ND a ce cinerdetentterriteren emcee eerrrt re ererene= 
Department of Health, Education, and Welfare__...__..______- 
apeper eens or tiie Bitepeer. oe 
Eeepertesen: GF Gusece......... Led 
I as eters 
Teen ee nT Tn nnn ee iu mnecmeneremnene 
Neen Eb pecibamepen einer 
Ne i  menempereenanmannice cd apurenen as 
Independent agencies and others: 
Atomic Energy Commission____~-~ oe ot er ae anaes 
Central Intelligence Agency_________-_______-_- 
Ce cen cteenclspremacceeoupanemenay 
District of Columbia__.._---.._--__~- a ns cette cea renee 
Wederal Cistt Defemmen oni a 5 ee eee ces Gece l 
Housing and Home Finance Agency_______- SE rare au 
International Cooperation Administration___.__.___- ee 
International Bank for Reconstruction and Development__ 
National Labor Relations Board__....-..-.__.._-__-____- 
Quasi-Government agencies ...._......_-.______-4.,-__ 
Railroad Retirement Board_______ ae ee cos ee ee 
wereciive pervies Ul2 Li Lic eae a elu a ees 
Small Business Administration__________ ite foe ols 45 
Nee ee ed eteeeperaceeet 
Pa eee nesmations 
Minor amounts from 30 other agencies_________-____-_____ 


Income from other agencies._........-..--..--..4-.-- 


hhh eal cee Gch ich ee macs earner entmaenoe ae 
er I aairktalisi i bic st Slik tin nntacdgmdaalcent tt 


Total BMF income, 1956 (sale of services)... --- 


122, 708, 478 


528, 260 
2, 504, 604 
1, 589, 322 

10, 339, 890 
5, 426, 772 
1, 346, 930 
1, 262, 963 

482, 107 
5, 402, 863 

522, 455 
4, 308, 105 


1, 342, 374 
2, 289, 731 
272, 156 
345, 862 
041, 485 
, 440, 598 
, 107, 267 
141, 919 
151, 134 
215, 882 
578, 742 
159, 849 
141, 301 
360, 011 
904, 355 
1, 625, 128 


bad C9 et 


47, 832, 015 
170, 540, 493 


33, 749 


170, 574, 242 


Mr. Tuomas. Into this fund will go appropriated funds in the total 
amount, of $122,708,478, and from other agencies you will acquire 
another $47,832,015 which is not appropriated, but which is trans- 
ferred by them to you, and some smaller amounts making a total of 
$170,574,242, Mr. Medley, that you are going to have to handle. 


Mr. Meptey. That was for 1956, Mr. Chairman. 
Mr. Tuomas. Where is the 1958 table? 
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PROGRAM AND FINANCING OF FUND IN FISCAL YEAR 1958 


Mr. Meptey. The 1958 financing is summarized in the green sheet 
on page 332, Mr. Chairman. 

Mr. THomas. At this point in the record we will insert page 332 of 
the justifications. 

(The page referred to follows:) 


Program and financing 





1956 actual fh 1957 estimate | 1958 estmiate 


Program by activities: | 
Operating costs: } 
Operation and protection of Government-owned space_| $58,779, 829 $63, 050, 000 $75, 944, 000 
Rental, operation, and protection of leased space__-.----- 62, 417, 297 63, 235, 449 | 
Operation and protection of purchase-contract space __ . 
Repair and improvement of Government-owned 
buildings in District of Columbia area_..__.- 
Air conditioning of Government-owned buildings in 
District of Cohambia area______- sSeIH EW. is) 3, 700, 000 | 
Repair and improvement of Government-owned | 
buildings outside District of Columbia-.-.-_- , 459, 998 | 5, 300, 000 
Air conditionong of Government-owned buildings | 
outside District of Columbia_..........._-- a 194, 017 8, 300, 000 | 
Moving and alterations_.__-_- ‘4 2, 116, 561 3, 350, 000 
Operation of communication facilities. as 14, 391, 429 14, 600, 000 
Security guarding_...._._____- J Miu 3, 562, 911 3, 700, 000 | 
Job order work 2a . 2 | 16,343, 591 16, 500, 000 
Other___ nae ‘ 962, 611 : 
Nonoperating _ : vy : 1,315 |...- 
Bad debts - - -- 6, 868 |_- 
Adjustment of prior year expense - -- 45, 423 


Total operating costs | 170, 453,169 | 190, 135 , 499 | 
Deduct depreciation (not requiring financing) ‘ + —339, 904 25, 000 


Net operating cost, funded ___- : 170, 113, 265 189, 810, 499 
Capital outlay: } 
Acquisition of assets: Equipment , 233, 180 325, 000 
Total costs, funded _ - | 170,346,445 | 190, 135, 499 240, 652, 000 
Obligations ineurred for costs of other years, net—-----| 1, 639, 580 2, 289, 01: 3, 000, 000 


Total program (obligations) : ; 171, 986, 025 192, 424, 51: 248, 652, 000 


toe 


Financing: 
Amounts becoming available: 
Operating income: | 
General Services Administration appropriations...| 122,708,478 | 144,278, 600 193, 837, 000 
Other agencies. ‘ | 47,832,015 46, 000, 000 46, 815, 000 
ORE +...c02- ee nei dleieass ala 33, 749 |. . se 
Nonoper: ating income ; | 165, 497 
Sale of equipment.--._.. 2 9, 996 





Total amounts becoming available _ 170, 749, 735 190, 278,000 | 240, 652, 000 

Unobligated balance brought forward. | —6, 653, 518 | —6,889,808 | —9, 036,320 

Total amounts available. ...........-- way ae } 165, 096, 2 217 | 183,388, 192 231, 615, 680 

Unobligated balance carried forwar« d. 6, 889, 808 9, 036, 320 12, 036, 320 
} 


Financing applied to program 171, 986, 025 | 192, “42 4, 512 2 243, 652, 000 


Mr. Tromas. Have you added that up ? 

Mr. Mrprey. It is $240 million for 1958. 

Mr. Tuomas. Is that the amount which is appropriated ? 

Mr. Meptey. It is $193,837,000 from the General Services appro- 
priations and, roughly, $47 million from other agencies. 

Mr. Tomas. Well, the total of $240 million is correct; is it not? 

Mr. Meptry. The $240 million total is correct. 

That income will be used, roughly, $76 million for the operation of 
Government-owned space ; $70.5 million for the operation of rental and 
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leased space: $13.9 million for the repair and improvement of build- 
ings, and $9.1 million for air-conditioning work—— 

Mr. Tuomas. What are some of your larger items? You do not 
have to list them all. 

You are going to build this large Department of State Building; 
are you not ? 

Mr. Meptry. No; that does not go under this fund, Mr. Chairman. 

Mr. Toomas. W here does it go ! 

Mr. Mepizey. That is set up in a separate account—in a transfer 
account—transferred to us from the State Department. 

Mr. Tuomas. Will you handle that money just the same? In other 
words, your shop handles it; does it not ? 

Mr. Meptey. We handle the money but construction of a new build- 
ing is not financed through this particular fund. 

Mr. Tuomas. It is included in this table here ? 

Mr. Meptery. Not in that particular table, but it is included up at the 
front, Mr. Chairman, where we show the total funds available to GSA 
on page 4, which is $2.019 billion. 

Mr. Tuomas. For what year? 

Mr. Meptey. That is currently, as of right now. 

Included in that total is construction of various public buildings, 
with a total sum of $174,241,000, of which $45,788,377 has been trans- 
ferred to us by the State Department. 


Srres AND Expenses, Purcuase Contract Provsecrs 


Mr. Tuomas. At this point we shall turn back to a Public Build- 
ings Service item for sites and expenses. 


SUSPENSION OF THF LEASE-PURCHASE PROGRAM 


It was testified yesterday by Mr. Floete that for all practical pur- 
poses the lease-purchase program was not operating by virtue of the 
limitation which has been placed upon the price that he could pay for 
money by the Bureau of the Budget; namely, that price has been 4 
percent, and the business people were not interested in taking these 
contracts at that figure. 

He further stated that for that cause and other causes also he had 
instructions from other Government officials that the entire program 
would be suspended and I believe that part of the statement was 
carried in last night’s papers. 

T do not know whether he gave it to them, but if he did not, it got 
out of here quicker than he did. 


CONSTRUCTION PROGRAM UNDER A DIRECT APPROPRIATION BASIS 


I believe you stated that you had requested of the Bureau of the 
Budget some $335 million in direct funds for a building construction 
program as a substitute. 

In your opinion ample legislative authority exists now to carry 
forward a building program of needed public buildings; is that 
correct ? 

Mr. Frorre. Well, do vou mean under lease-purchase method ? 

Mr. THomas. No; under the old law. 
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Mr. Fioerr. Well, the 1926 law is still in effect; yes, sir. 

Mr. THomas. And all you need is money to carry on, then? 

Mr. Frorre. That is the way I understand it. 

Mr. Tuomas. That is my understanding also. 

Mr. Forte. Yes, sir. 

Mr. Tuomas. Well, this caught us all not exactly flatfooted, by any 
means, to be perfectly honest about it. We realized it was not work- 
ing, but I think I speak the sentiments of the committee ‘nd a good 
many Members of Congress when I say that we hope next year you 
will come up with a substantial program to get started on a direct 
appropriation basis on public buildings and [ imagine you will get all 
the help you want from this committee. 

Mr. Yares. You mean rent them under the lease-purchase program ? 

Mr. Vursei.. Do I understand that there will be only one post 
office project to go forward, and that is at Rock Island, Til. 

Mr. Frorre. Y es, sir; that contract was entered into last June. 

Mr. VurseEt. It was entered into last June? 

Mr. Fioere. Yes, sir. 

Mr. Vursetu. Those that were successful in getting the approval 
of the Congress and the Budget Bureau and were scheduled will be 
held in abeyance under these rules and regulations and powers from 
above ? 

Mr. Fvoere. Yes, sir. I think so, until conditions are different 
with, maybe, two exceptions. You know the Congress approved last 
year the purchase under this method of a w: arehouse down here at 
Franconia, Va., largely used by Federal Supply, and a building in 
Portland, Oreg., and in each of those cases we have an option to 
purchase. 

So, that is not contributing to any inflationary pressure because the 
buildings are already built. 

We are going to try and conclude those arrangements because we 
can save some money for the Government by so doing. 


PLAN FOR CONSTRUCTION OF BUILDINGS IN THE DISTRICT OF COLUMBIA 


Mr. Vursevi. Mr. Floete, will you please detail to the committee 
just what plans are under way for construetion of public buildings 
in the District of Columbia? 

Mr. Fiorre, Well, sir, there are only three general purpose build- 
ings for which there have been appropriations by Congress in the 
past year or so. 

Mr. Tuomas. That is direct appropriations ? 

Mr. Fvoere. That is direct appropriations. Those three include 
the State Department Building for about $57 million, I believe; CLA 
at about $45 million, and the Smithsonian Institute with some $36 
million. There is also being constructed by AEC a building in 
nearby Maryland for its headquarters. 

Mr. Tuomas. Were any of those included in the lease-purchase 
contracts ? 

Mr. Fioere. No; they were direct appropriations. 

Mr. Tuomas. All four of them were? 

Mr. Fuorre. Yes, sir. 
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POLICY OF CONTINUING CONSTRUCTION OF BUILDINGS IN THE DISTRICT OF 
COLUMBIA 


Mr. Vursevw. My third question is that any orders from other de- 
partments of Government, probably higher up, will not affect the 
continuation normally of the construction of these particular last 3 
or 4 buildings you named ¢ 

Mr. Fiorre. Well, sir, we do not have the plans and specifications 
completed on any lof these3. I think the first one is the State Depart- 
ment on which complete plans are due in June. So, the problem 
really has not been apoied at all. We would be ready in June to 
take the bids on the main construction for the State Department 
Building. 

Mr. Tomas. Suppose we were to put a limitation on this Public 
Buildings money to the effect that no building shall be started until 
the general program is agreed upon? 

Mr. FLoere. T suppose that would be pretty effective. 

Mr. Vursevt. Mr. Chairman, you have come up with exactly what 
I had in mind, and that was going to be my next question. 

I am a rather firm believer that we ought to cease constructing a 
great many of these buildings and spending millions upon millions 
of dollars at the present time, because we may run into a time when 
labor and material will be cheaper and we will need to build these 
buildings to ward off or alleviate a depression. I would be very 
strongly in favor of limiting in any way be can the continuation of 
these very expensive public buildings that are now being contemplated, 
and which are now on the agenda of the Government for construction. 

Mr. Evins. There has been a direct appropriation for acquisition of 
buildings overseas in the State Department. We passed a direct 
appropriation in this committee last year for the building of a court- 
house at Nome, Alaska, and later the committee approved a supple- 
mental appropriation request for this building construction. 

Mr. Tuomas. Yes, sir; that is right. That was in the amount of $1 
million last year. 

Mr. Evins. Also, they are continuing with construction of the New 
House Office Building, New Senate Building, and other Federal con- 
struction here in the District of Columbia. 

Mr. Vurseru. I think that should be discontinued. It ought to be 
stopped at the present time. 

Mr. Evans. 1 want to ask one further question of the Administrator, 
Mr. Chairman. 


BLANKET APPROPRIATION FOR SMALL PROJECTS 


In the Corps of Engineers request for funds each year they have a 
request for a lump-sum amount for small engineering projects. The 
language covering that appropriation does not stipulate or name them. 
If this committee provided the Administrator with an appropriation 
for small projects in certain areas outside the District of Columbia, 


could you not proceed with them in a similar manner to the Corps 
of Engineers in their area of construction ¢ 

Mr. Fioete. Surely, after getting them authorized. 

Mr. Evins. Perhaps some projects have already been authorized 
without specifying or earmarking of funds but if we could merely 
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make a small sum available for small projects, that would not con- 
tribute to the inflationary pressure. There are certainly areas in our 
country where there already exists much unemployment. Our 
economy is “spotty”. In some areas we may now need heavy con- 
struction programs. In some areas it well could go forward at this 
time. In other words, you would be in a position to proceed on small 
projects similar to those which are handled by the Corps of Engineers 
In areas where it was determined that construction would not con- 
tribute to any inflationary condition. 

Mr. Fuoete. Yes, sir; but I would feel that they should be each one 
authorized by Congress. I do not think we should have latitude to 
build one any place we want to build it. 

Mr. Evins. I am speaking about projects that have already been 
approved by Congress. 

Mr. Forte. I do not know whether there are any. 

Mr. Botanp. In the Corps of Engineers program such small projects 
are not authorized. There is that latitude on the part of the district 
engineer to submit particular projects. 

Mr. Froere. I do not believe they will be new projects. 

Mr. Boranp. They really are new, but they are not authorized. 

Mr. Froers. But, they are probably expansions of existing in- 
stallations. 

Mr. Botanp. No, sir; they are not. They can spend up to $500,000 
on these small projects which are small flood-control projects, and 
they can spend up to $500,000 under the terms of the bill without 
specific authorization. 

Mr. Fuorte. Not of an emergency nature, either? 

Mr. Bouanp. No, sir. 


STATUS OF APPROVED LEASE-PURCHASE PROJECTS 


Mr. Yates. How many projects have been approved by the Public 
Works Committees which are not undertaken yet by your agency? 

Mr. Fuoete. There was a total of 99 approved, 26 the year before, 
and 73 last year. 

Mr. Yates. On how many of those have you begun to work? 

Mr. Frorre. We have let no contracts except the one at Rock 
Island, Ill., because we could not get satisfactory bids. 

Mr. Yates. And you propose now to hold up work on all other 
projects that have received such approval? 

Mr. Froere. That is right, sir, except for acquiring the sites and 
employing architects to the extent of the money that we have. 


NEED FOR PRESENT AND ADDITIONAL FUNDS FOR LEASE-PURCHASE PROGRAM 


Mr. Yates. How much money do you have? 

Mr. Frorre. We have had a net of $20,500,000 appropriated through 
1957. 

Mr. Tomas. Of course, you can use that regardless of the status 
of your lease-purchase projects ? 

Mr. Frorre. Yes, sir. We will, of course, use it on the projects 
that you have approved. 

Mr. THomas. Could you use advantageously more than $20 million 
for sites? 











1170 


Mr. Fiorre. We have $20 million in this bill. 

Mr. Tuomas. That is right. 

Mr. Friorre. We actually need 

Mr. THomas. What is your unexpended balance from last year? 
You had $10 million last year. 

Mr. Friorre. You mean the unexpended balance of the $20 million ? 

Mr. Tuomas. Yes, sir. 

Mr. Fioere. It is all committed. 

Mr. Thomas. How much is it? In other words, to carry forward 
your program under the 99 projects already approved for sites and 
planning, how much more do you need besides this $20 million ? 

Mr. Fiorre. We need $57 million. 

Mr. Tuomas. In addition to the $20 million ? 

Mr. Froere. In addition to the $20.5 million appropriated. 

Mr. Yares. You need $57 million in appropriations / 

Mr. Fioere. Yes, sir; that is right. 

Mr. Yates. You need $57 million in appropriations but this does not 
reflect the total cost to the Government as to what the contract would 
be ¢ 

Mr. Fuorre. The total cost is about $723 million. 

Mr. Yates. This would just be the land itself? 

Mr. Fioere. The land, the architect fees, and other miscellaneous 
costs. 

Mr. Yates. Would this require your entering into contracts? 

Mr. Fiorre. Yes; for the fees. 

Mr. Yates. For the fees, but not for the construction of the prop- 
erties themselves ? 

Mr. Froerer. No, sir. 

Mr. Yates. Toward which projects will the $20 million that you 
have asked for in this budget go? 

Mr. Fiorre. They are about 55. 

Mr. Yates. And has a list of those been submitted in the record ? 

Mr. Fouere. Yes, sir. 

Mr. Tomas. I do not think they put it in the record, but it is in 
the justification. 





GAO Report on OPERATIONS OF GSA 


Gentlemen, I have the report from the General Accounting Office 
developed in the course of its annual examination of the General Serv- 
ices Administration. There is nothing sensational in the report. It 
is very factual, and makes some suggestions, some of which the Ad- 
ministration agrees to and some of which they do not. 

We have touched upon a good many of them as we have gone along, 
but I want the whole report included at this point in the record. 

(The report referred to follows :) 
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SIGNIFICANT FINDINGS DEVELOPED BY THE GENERAL ACCOUNTING OFFICE DURING 
THE COURSE OF AUDITS AND OTHER EXAMINATIONS 


Part I. Civiz DEPARTMENTS AND AGENCIES OF THE GOVERN MEST 
GENERAL SERVICES ADMINISTRATION 
By the Comptroller General of the United States, Deeember 1956 


REAL PROPERTY ACTIVITIES 


Nonessential items in national industrial reserve (NIR) inventories 

Our review of General Services Administration activities relating to the 
national industrial reserve disclosed that NIR inventories under the administra- 
tive control of GSA included items which do not appear to’ be essential to the 
national security, such as office equipment, housekeeping supplies, general plant 
stores, scrap, rubber boots and raincoats, used tires, and unusable parts and 
supplies. 

In the National Industrial Reserve Act, Congress expressly declared its intent 
that the reserve should be composed of only those industrial plants, machine 
tools, and industrial manufacturing equipment which are considered essential 
to supply the needs of the Armed Forces in time of national emergency or in 
anticipation thereof and that items surplus to such requirements should be 
disposed of as expeditiously as possible. 

Our review disclosed that GSA has not established any policies or procedures 
tor the guidance of regional employees in disposing of nonessential items in 
NIR inventories. As a result, many items were stored without regard to their 
need in the event of a national emergency. 

In our discussions of this subject with GSA regional officials, we were informed 
that this was a policy matter not for determination by GSA and that GSA was 
merely the caretaker in the matter of furnishing protection and maintenance 
for facilities certified to the NIR by the Secretery of Defense and transferred 
to GSA. We noted, however, that on April 23, 1953, the former Munitions Board 
authorized GSA to dispose of obsolete and excess NIR equipment without refer- 
ring individual cases to it. Although we found several cases in which NIR 
items had been disposed of as surplus, we were urable to find any evidence that 
GSA established procedures for agencywide use of this authority. While we 
recognize that the many types of facilities involved may require individual 
determinations of nonessential items for each facility, we feel that strong effort 
should be made to limit all NIR inventories to those items deemed necessary 
to meet a national emergency. This would eliminate the unnecesSary expense 
of protecting, preserving, maintaining, and accounting for nonessential items 
and also provide an opportunity for current utilization of many of these items 
by Government agencies. 

We reported our findings to the Administrator in September 1956 and 
recommended the establishment of procedures and criteria for evaluating NIR 
inventories and for determining the type and quantity of items to be retained 
at NIR facilities. We also recommended that all NIR inventories be reviewed 
and that disposition be made of those items which are not needed for the 
objectives of the National Industrial Reserve program. 


No periodic inspections of leased National Industrial Equipment Reserre 
(NIER) equipment 

The GSA procedures do not provide for periodic inspections of leased NIER 
equipmeygt. At the time of our review, we noted that many items of leased 
NIER equipment had not been inspected for almost 2 years. 

We feel that, when valuable Government property is in use outside Govern- 
ment facilities, it should be inspected on a periodic basis to assure that the 
property is adequately protected and maintained and that its use is in conformity 
with contract provisions. We noted, for example, several instances in which 
leased NIER equipment was not properly identified as Government property, as 
required by the lease agreements. 

We recommended to the Administrator in September 1956 that consideration 
be given to the establishment of a policy for periodic inspections of leased 
NIER equipment, together with procedures for the reporting of these inspec- 
tions. We also suggested that adequate controls be established in the GSA 
central office to assure that inspections are performed and that any necessary 
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eorrective action has been taken. This is particularly significant with respect 
to NIER equipment, since, in addition to protection of the Government’s financial 
interest, it is also necessary to preserve the utility of this equipment so that it 
will be available for defense needs in event of a national emergency. 


PERSONAL PROPERTY ACTIVITIES 


Consolidation of supply depots 


On the basis of our review of supply operations in GSA’s region 5, with head- 
quarters at Chicago, Ill, we reported to the Administrator in May 1956 that 
the need for two supply depots in this region was questionable and that sub- 
stantial economies could be effected by a consolidation without adversely affecting 
the services rendered to customer agencies. The depots are located at Chicago, 
Ill, and Cleveland, Ohio. 

We felt that a consolidation of the supply operations in region 5 would result 
in fully centralized procurement, a reduction in inventory investment, more 
complete stocks of supplies, simplified accounting, closer and better management 
of supply operations, a reduction in the number of related administrative posi- 
tions. and other advantages which, in our opinion, outweighed any potential 
disadvantages. In this regard, a former GSA regional director stated in 1953, 
in a letter to the Commissioner, Federal Supply Service, that a single supply 
operation in region 5 would result in a reduction of costs to GSA of over $200,000 
a year. While conditions may have changed since this letter was written, we 
feel that significant savings in operating costs are still to be realized through 
consolidation. 

We also suggested as an interim measure, pending a final decision as to the 
advisability of consolidating the two supply depots in region 5, the elimination 
of the duplicate administrative staffs operating as separate units at both Chicago 
and Cleveland, by centering administrative control over the depot activities in 
the regional headquarters. We estimated that such action would result in a 
savings of about $37,000 a year, exclusive of secretarial costs. 

We were advised in June 1956 that our recommendations were receiving the 
agency's consideration and that additional study was necessary before reaching 
a final determination on this matter. 

Possibility of obtaining more advantageous purchase prices 

In our review of the Federal supply schedules for supplying fuel oil, kerosene, 
and solvents to Government agencies, we learned from oil company representa- 
tives that, during the summer months, the consumption of fuel oil and kerosene 
does not keep pace with the increased consumption of gasoline, with the result 
that excessive inventories of these gasoline byproducts are accumulated by the 
industry in that period. Consequently, lower prices on fuel oil and kerosene 
are available in the summer season. 

GSA’s current practice is to establish contracts for these products on an 
annual basis. While the present pricing system under these contracts, provid- 
ing for payment by the Government of the current market price plus or minus a 
differential up to a maximum price, enables the Government to take advantage 
of generally reduced summer market prices, oil company representatives ex- 
pressed the opinion that the Government would obtain still more favorable 
fuel oil prices if bid solicitations were coordinated with the period of seasonal 
surpluses. 

We reported these facts to the Administrator in August 1956 and recom- 
mended a review of the present method of contracting for fuel oil and kero- 
sene under Federal supply schedules to determine the possibilities of additional 
price reductions through revised contracting procedures which would é¢oordinate 
bid solicitations with the period of seasonal surpluses. We also suggested that, in 
order to take the maximum advantage of such reduced prices, if available, the 
ordering agencies be advised to schedule their largest orders during the period 
of lowest prices, storage facilities permitting. 

We were advised in September 1956 that GSA is reviewing its present method 
of contracting for fuel oil and kerosene to determine if any changes should be 
made. 


Unwarranted expenses in Federal supply schedule contracting 


Our review of GSA’s procedures and practices in the execution and admin- 
istration of Federal supply schedules indicated possibilities for additional 
economies through elimination of numerous items for which there was little or no 
demand by Federal agencies over a period of years. In our opinion, the sales 
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volume in such eases is insufficient to warrant the continued expense of con- 
tracting, which includes the maintenance and distribution of specifications, 
preparation and printing of invitations for bids, processing and evaluation of 
bids, and the printing of necessary data in the supply schedules. 

GSA’s own regulations provide that, where experience or other information 
indicates that annual purchases will be less than $1,000 for any scheduled item, 
it should be excluded from future invitations and schedules. Numerous items 
currently included in the Federal supply schedules should be eliminated in ac- 
cordance with this requirement. For example, under the Federal supply schedule 
for drafting-room and office supplies, we noted the following condition : 


Annual purchases of less 














Total than $1,000 
number of ie 
items in 
schedule Number of Percent of 
items total 
Year ended Nov. 30: 

A i caked Staats Ne lina bit andes ciate k bedehhe 1, 781 1, 564 88 
iavlettas ch be akte eat pt dadh phn stutiabenbbuceesscudaivannnsn 1, 256 1, 053 84 
POPOL ndittetblidedb sdb bb dadébodbbldablahcdlsnndidelea 1, 131 880 78 





The above tabulation shows that, from 1953 to 1955, the number of items with 
annual purchases of less than $1,000 was reduced from 1,564 to 880. However, 
as of November 30, 1955, these items still constituted 78 percent of the total 
number of items in the schedule. There were a substantial number of items for 
which there were no purchases at all. Available data showed a total absence of 
purchases for 1,894 of the total number of 4,168 items scheduled during the 3 
years shown above. 

In the schedule for paper cups and containers, cup dispensers, purchase orders 
received by contractors from Federal agencies averaged less than $100 a year for 
almost 25 percent of the items included in the schedules during the 3 years ended 
June 30, 1956. The greater number of these items showed no purchases at all. 
Under a local term contract to supply double distilled water in the San Fran- 
cisco area, purchases amounted to only $145 for the year ended June 30, 1955. 
Nevertheless, a new contract for the same service for the San Francisco area 
was executed for the period July 1, 1955, through June 30, 1956. 

We reported these matters to the Administrator in March and September 1956 
and recommended that a review be made of the necessity for including inactive 
items in Federal supply schedules and that, wherever possible, action be taken 
to accelerate their elimination, in order to achieve all possible economies in the 
performance of GSA’s contracting responsibilities. In this connection, we have 
noted that the management firm of Cresap, McCormick & Paget, in its survey 
report dated June 30, 1956, covering GSA operations, stated that its sampling 
studies indicate that over 30 percent of schedule items may be largely inactive. 


Insufficient west coast sources of supply 


As part of our review of GSA’s procedures and practices in the field of Federal 
supply schedule contracting, we interviewed procurement officials of various 
Government agencies. In San Francisco, the officials interviewed stated that 
the suppliers on many schedules were located in the eastern part of the country 
and that purchases from such suppliers resulted in delayed deliveries and extra 
transportation expense. They would prefer to have contractors located closer 
to the agency’s ordering offices. 

The officials also mentioned the fact that many eastern suppliers on the sched- 
ules had west coast distribution outlets, but the use of such outlets was not 
provided for under the schedules. These officials thought that, where the sched- 
ules do not provide local sources of supply, the small requirements exemption 
should be raised in amount in order to allow them greater flexibility in placing 
orders locally where the disadvantage of long delivery time and extra transporta- 
tion cost outweigh the advantage of price saving under the schedules. 

The above views of the Government procurement officials were reported to the 
Administrator in March 1956 together with our belief that the problem war- 
ranted further study and consideration by the Federal Supply Service to deter- 
mine whether any change in procurement practices would be justified. The 
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agency advised us in June 1956 that the recommended study would be made in 
connection with the issuance of future schedules. 


STOCKPILING ACTIVITIES 


Storage and physical inventories 


We reported to the Administrator, in August 1956, various deficiencies noted 
and observations made during our review of GSA procedures and practices fol- 
lowed in the storage and custody of metals, minerals, and other materials ac- 
quired under the stockpiling and Defense Production Act expansion programs. 
Of principal importance are the facts that the inventories of strategic and 
critical materials have not been subject to periodic physical verification and 
that many materials at the locations we visited have been stored in such a 
manner as to preclude the taking of accurate physical inventories without costly 
rehandling and restorage. We recommended that prompt action be taken to 
implement a satisfactory physical-inventory plan and to provide for storage of 
materials in a manner which would permit inventory verification when neces- 
sary. We were advised in September 1956 that the agency was undertaking 
a physical inventory of the national stockpile and that, because of the size 
and complexity of the task, it planned to conduct two pilot operations at Buffalo, 
N. Y., and Point Pleasant, W. Va., for the purpose of developing the best methods 
and procedures to be used in the overall project. 


Use of appropriated funds for permanent improvement of privately owned 
property 

In our December 1955 report on significant findings to the House Committee 
on Appropriations, we stated that we were studying the question of GSA’s au- 
thority to construct permanent-type warehouses and tank-storage facilities for 
closed storage of stockpile materials on leased land at three different locations, 
in view of the general rule that appropriated funds may not be used for perma- 
nent improvement of privately owned property by an agency of the United 
States unless specifically authorized by law. 

The total cost of the storage facilities was in excess of $11 million and was 
charged. to the “Strategic and critical materials” appropriation. The life ex- 
pectancy of the buildings is considerably beyond the period for which the Gov- 
ernment has control of the land. In connection with this construction, we were 
informed that GSA had advised the Appropriations Committees of the Congress 
that such construction would result in considerable savings. However, it does 
not appear that the Congress was informed that the warehouses would be con- 
structed on privately owned, leased property. 

On June 27, 1956, we informed the Administrator of General Services that, 
since these transactions were not specifically authorized by law, the general 
rule that appropriated funds may not be used for permanent improvements to 
private property is applicable. The agency has stated that it intends to request 
such congressional action as may be necessary to permit the purchase of the 
leased properties if such purchases are determined to be in the best interests 
of the Government. 


Retention of gem-quality stones 


The present stockpile inventory of industrial diamonds contains quantities of 
cut and polished gems and cuttable diamonds which do not meet current stock- 
pile specifications. The cut and polished gems were originally seized by the 
Bureau of Customs and transferred by that agency to GSA. Most of these gems 
were transferred to GSA in 1951 and 1952. The remaining stones were originally 
transferred as surplus by other Government agencies to the Bureau of Federal 
Supply, Treasury Department, prior to establishment of GSA in 1949. Although 
these diamonds could conceivably be used for industrial purposes, they are of 
much greater value as gems. Proceeds from disposition of these stones would 
probably result in recoveries to the Treasury of more than a million dollars. 
GSA has valued its cut and polished gem stones at about $1 million, and its much 
greater inventory of cuttable diamonds originally had a declared surplus value 
of about $1.3 million. 

We were informed by GSA officials that action to dispose of these diamonds 
has been under consideration for some time and that the Office of Defense Mobi- 
lization has recently advised GSA informally that, since these diamonds are 


not considered obsolete, congressional approval of their disposition must be 
obtained. 
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In order to make available promptly to the Treasury receipts from sale of 
these stones, which do not meet current stockpile specifications, we recom- 
mended to the Administrator in October 1956 that action necessary to bring 
about their disposition be aggressively pursued. 


Retention of diamond tools 


GSA is also storing a large number of diamond tools acquired as surplus from 
other Government agencies. These tools had a declared surplus value of $1,255,- 
000 and are not applicable to stockpile objectives. We have been informed that 
they have been retained in the stockpile in accordance with a decision of the 
former Munitions Board. 

We noted that in July 1955 a deputy director of one of the GSA regional offices 
suggested to officials in the central office that consideration be given to disposal 
of these tools in view of the observed deterioration of many of them. He also 
questioned whether in years to come the tools could serve the purpose for which 
they are intended because of obsolescence or deterioration. We recommended 
to the Administrator in October 1956 that a current review be made to determine 
the condition of the diamond-tool inventory, its usefulness in meeting present 
strategic objectives, and the need for retention of diamond tools in the national 
stockpile. In an earlier discussion of our audit findings, we were informed that 
GSA proposed to undertake a complete survey of the diamond-tool inventory. 


Lack of written contracting procedures 

In September 1954, we reported to the Administrator that there were no 
written policies, procedures, and criteria governing the contracting practices 
of the former Emergency Procurement Service, now Defense Materials Service, 
to serve as a framework within which the contracting officers were required to 
operate. We recommended in the report that GSA prepare a written manual of 
operating procedures that would clearly set forth the authority and responsibility 
of the contracting officers and establish standards for guidance of contracting 
personnel in the negotiation, execution, and administration of contracts. We 
were advised in February 1955 that the necessary implementing order had been 
drafted and was expected to be issued in the near future. In February 1956, 
the agency issued written procedures covering the execution and administration 
of service contracts such as storage and handling, repackaging, and site prepara- 
tion. It has not to date taken similar steps with respect to the main operating 
programs of the Defense Materials Service. 


Insurance on Government-owned machinery and equipment 


During our review of contracts executed under the Defense Production Act of 
1950, as amended, we observed contractual requirements that Government-owned 
machinery and equipment installed in the plants of private contractors be covered 
by fire and extended-coverage insurance. In these cases insurance was taken 
out by the contractors for the benefit of the Government and the premium costs 
were reimbursed either directly or indirectly by the Government. In one case, 
GSA’s estimate of the cost of the insurance premiums amounted to approximately 
$75,000 over the life of the contract. In 3 other cases, the total estimated cost 
to the Government was approximately $13,500 a year. We have questioned the 
need for continuing such insurance coverage in view of the general policy of the 
Government to assume its own risks of loss on the property and equipment which 
itowns. Weare awaiting the agency’s reply. 


REPORT ON REAL-PROPERTY ACTIVITIES 


Mr. Tuomas. On real-property activities the General Accountin 
Office makes a point of nonessential items in the national industria 
reserve inventory. They point out that ‘it costs a little too much and 
should be taken out. There is reference also to periodic inspection of 
Jeased national industrial reserve equipment. That is equipment un- 
der lease, is it not? 

Mr. Meptry. Yes, sir. 

Mr. Tuomas. You are familiar with that criticism ? 

Mr. Meptery. Yes, sir. 

Mr. Tuomas. What about it? 
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Mr. Frorrr. We have recently completed arrangements with the 
‘Department of Defense so that the inspection of the plants will be 
carried forward systematically on a joint basis. 

Mr. Tuomas. I think you stated that in your justification. 

Mr, Fuoere, Yes, sir. 


REPORT ON PERSONAL PROPERTY ACTIVITIES 


Mr, Tuomas. There is also reference to personal-property activity 
and the consolidation of supply depots. As well as 1 remember, there 
is reference to the fact that the one in Chicago should absorb the 
Cleveland operation; is that correct? 

I believe you say now that you disagree with that? 

Mr. Meptey. It has been largely absorbed, Mr. Chairman. We have 
adopted almost all of the recommendations that GAO made with the 
exception of closing down the warehouse itself, and that is because of 
lack of space in Chicago. 

Mr. Tuomas. Well, the minute you close down the one in Cleveland 
and go to Chicago, you have a $200,000 rent bill staring you right in 
the face. Yet you have 5 or 6 districts which do a larger combined 
business than Chicago or Cleveland under 1 roof? 

Mr. Mep.ey. Yes, sir. 

Mr. Tuomas. It looks as if you ought to consider further the ques- 
tion of consolidation. Is there a Government building in Chicago? 

Mr. Mepteyr. No, sir. 

Mr. Tuomas. You are not going out of business any time soon, are 

ou? 

" Mr. Meptry. No, sir. Such activities as purchasing, inventory 
control and inspections have been transferred to Chicago and the first 
of March we are also putting the inventory records on punchcards 
for Cleveland and we will service them in the same way that we service 
those at Los Angeles from San Francisco. 

Mr. Tuomas. What about the retention of the warehouse in Cleve- 
land? Would you have facilities which would be available at a 
reasonable cost for such warehousing in Chicago, or would there be a 
conflict there? 

Mr. Froers. Yes, sir; no doubt, because they cross lines. 

Mr. Tuomas. That raises another point here, and that is the possi- 
bility of obtaining more advantageous purchase prices. 

Mr. Bean gave us a good statement on that. I thought he was get- 
ting his best price. Here is what it says: 

In our review the Federal supply schedules for supplying fuel oil, kerosene, 
and solvents to Government agencies, we learned from oil company representa- 
tives that during the summer months the consumption of fuel oil and kerosene 
does not keep pace with increased consumption generally. 

He is saying that we can buy it during the slack months and we 
have not done that. 

Mr. Fuioere. We have already initiated that policy and we are not 
doing it the old way any more. 

Mr. Tuomas. They also raise the point that you have too many 
tricky items in there where the volume of business is under $1,000. 

Mr. Froere. Yes, sir. 
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Mr. Tuomas. Out of the schedule 15 or 20 percent of your entire, 
schedule is under $1,000. The volume of business is just simply not 
enough. We cannot make any money out of it; is that right? 

Mr. F.orre. Sure. 

Mr. Tuomas. What are we going to do about it? 

Mr. Mepiey. We replied in detail to the GAO on that question, Mr. 
Chairman. 

Mr. Tuomas. Do you agree or disagree? 

Mr. Mepiey. We generally agree. 

Mr. Froere. I find that is very helpful, and I read every one of 
them very carefully. 

Mr. Tuomas, Well, you are a good administrator and you are doing 
a fine job. 

Mr. Jonas. If he has a reply in writing, do you not think he ought 
to submit it to the committee? We might want to put it in the 
record. 

Mr. Tuomas. Yes; it would be well to follow this with your reply 
in writing. 

(The reply referred to follows :) 


Following is an excerpt from a letter dated November 2, 1956, from Max 
Medley, Comptroller, GSA, to Mr. E. H. Morse, Jr., Director, Civil Accounting 
and Auditing Division, GAO, re: GAO report of September 7, 1856, on adminis- 
tration of Federal Supply Service schedules and service contracts, region 2, 
New York, for fiscal year 1955. 


“EXCESSIVE NUMBER OF ITEMS INCLUDED IN FEDERAL SUPPLY SCHEDULES 


“The GS 5-1 Manual, section 1502.02e provides that items of less than $1,000 
be deleted except for the following : 

“(1) Parts or accessories incidental to the basic item ; 

“(2) Components of unit assemblies ; 

“(3) Where there is a demonstrated need for a range of color, size, or other 
characteristic ; or 

“(4) To service contracts. 

“The report recognizes that substantial progress has been made in eliminating 
inactive and low-demand items from Federal supply schedules. Since the 
end of fiscal year 1955 much additional progress has been made in this direc- 
tion. In so doing, of course, it is necessary to give careful attention to the 
exceptions where items having an annual volume of less than $1,000 should 
be retained as outlined above. An additional factor to be considered is the 
current trend in the military departments to authorize local purchase of items 
included in the Federal supply schedule. As this is accomplished many orders 
flow to Federal supply schedule contractors for items previously supplied 
through military depot systems. If we do not proceed carefully with elimina- 
tion of items from the Federal supply schedules, which are either inactive 
or reflect low demand, local ordering installations may be without a source 
for needed items which may not be available locally and would prove adminis- 
tratively costly to procure. A related factor is the quality control possible 
through Federal supply schedule contracts which could not be exercised to the 
same degree in making local purchases. Further, there is substantial price 
advantage under the schedule system as compared to local purchase prices. 

“A further consideration is the constant addition of items to Federal supply 
schedule contracts without the ability to develop specific knowledge as to poten- 
tial overall demand by Government agencies. Experience under the schedule 
system based on reports of contractors is the only indication of volume that is 
feasible of development. Often the full potential as to volume does not develop 
during the first contract period because the product is new to using agencies 
or because, in the absence of a schedule in the past, stocks have been main- 
tained and are accordingly exhausted before ordering under the Federal supply 
schedule contract. These points clearly illustrate the need for judgment on 
the part of the contracting officer in determining which items should be deleted. 

“We do agree, however, that this matter is one which must be carefully and 
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continually examined to hold the listing of items which may prove to be inactive 
or of low demand in Federal supply schedule contracts to a practicable mini- 
mum. Each buying office is being instructed to reexamine this matter to assure 
full compliance.” 

Mr. Tomas. Next they take up the question of the insufficient west 
coast sources of supply, and refer to the shipping of things across the 
country. ae you could get your supply close at home. Then 
they take up stockpiling and storage of physical inventories. 


PHYSICAL INVENTORY OF THE STOCKPILE 


Mr. Meptey. Again, Mr. Chairman, the recommendation they have 
made we are taking care of in our physical inventory program. 

Mr. Tuomas. In other words, they are just touching you up and 
urging you to get started on your inventory which question we have 
raised 3 or 4 times with you. 

We are glad to see you going forward, but I hope you do not spend 
$15 million on it. It is going to take you 3 years to do it. 

Mr. Mepiey. That is $11 million less than we estimated last year. 

Mr. Frioere. Our last year’s estimate was $26 million. 

Mr. Tuomas. Well, we will get it down to $9 million next year. 


IMPROVEMENTS ON PRIVATELY OWNED LAND 


Next is the item with reference to the expenditure of appropriated 
funds for permanent improvements on privately owned land. 

We went into that yesterday, and I think you are doing a wise thing 
in buying that piece of land in Louisiana. 

I hope that no one in this Government ever again goes out and under 
the guise of expediency or hurry spends money for permanent im- 
provements on the land of someone else and then finds that there is 
going to be a time when the lease is over and they are going to say 
‘Pay mesomuch. This building has ruined my land.” 

Mr. Friorere. We got out an order when I was in the Department 
of Defense prohibiting that. So, it will hardly happen there any more. 


CUT DIAMONDS 


Mr. Tuomas. You have some stones here which were turned over 

to you by the Treasury Department—some diamonds, and so forth. 
e ought not to be in the diamond business. Let us get rid of them. 

What are you going to do with them? 

Mr. Fioetre. Well, we are inventorying them, and restoring them. 

Mr. Tuomas. What do you want to restore them for? 

Mr. Yares. Are these industrial diamonds? 

Mr. Tuomas. Some of them are, and some were seized by the Cus- 
toms Office from people bringing them into the country illegally. 

Mr. Fuioere. We are going to get rid of the cut stones. 

Mr. Yates. How do you get rid of them? 

Mr. Fiorre. We sell them. 

Mr. Yates. How do you sell them? Do you sell them by competi- 
tive bidding ? 

Mr. Fioere. Yes, sir. 
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PHYSICAL INVENTORY OF THE STOCKPILE 


Mr. Yates. What does your inventory show insofar as your stock- 
piling is concerned ? 

Mr. Mepiey. We have completed one location under the current 
program. Previously, we completed 41 commercial locations, or a 
total of 42. 

Mr. Yares. How many locations do you have? 

Mr. Tuomas. They have 242. 

Mr. Meptey. On June 30, due to some consolidation, that number 
has been reduced by 15 to 20. 

Mr. THomas. What has been reduced ? 

Mr. Mepiry. The number of locations to examine as of now is about 
296, as I recall. 

Mr. Tuomas. So far you have consolidated one location ? 

Mr. Meptry. We have completed 1 under the current program plus 
41 previously. We have several others underway. 

Mr. Tuomas. Which one did you complete ? 

Mr. Meptey. The one at New Bedford, Mass. The inventory result 
was only a fraction of 1 percent difference. I think it was one one- 
hundredths of 1 percent difference between the book inventory and the 
actual physical inventory. 

Mr. Yares. What about the location of items themselves? Are 
they in a position so you know what you have? Are they readily 
available? 

Mr. Meptey. That is part of the work, and that is part of the cost, 
Mr. Yates. That is a question of restoring and rearranging. There- 
after they will be stored and stacked in such a way that anyone can 
go in and take a physical surprise count at any time. That situation 
does not prevail in all cases now. We will be glad to supply for the 
record a short statement as to the current status of the physical 
inventory program. 

(The following information was supplied for the record :) 


Stratus oF PHYSICAL INVENTORY TAKING AT NATIONAL STOCKPILE LOCATIONS AS 
oF FEBRUARY 14, 1957 

GSA-operated depots 

Of the 15 GSA-operated depots, the physical inventories have been completed at 
two locations. The inventories are substantially completed at 2 other locations 
and steps have been taken to start the inventories at all the remaining 11 GSA 
facilities during the current fiscal year. Of the total quantities in the stockpile, 
GSA locations represent about 30 percent. 


Commercial locations 


As of this date there are 89 commercial locations where 8S. and C. M. material 
is stored. Physical inventories have been taken at the 4 locations where oil is 
stored and at 37 of the 46 locations where cotton is stored. The Department of 
Agriculture has inventoried semiannually 25 of these cotton locations and fur- 
nished certificates to that effect to GSA. No physical inventories will be taken 
at any commercial location where it is known that all material in storage will 
be evacuated during the current inventory cycle. Plans have been made to 
start the physical inventories at all of the remaining commercial locations dur- 
ing the current fiscal year. 


Military depots 
No physical inventories have been taken at any of the 65 military depots dur- 
ing the current inventory cycle. However, negotiations are under way between 


GSA and the Department of Defense to develop plans for the taking of physical 
inventories at these locations as soon as practicable. 
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All other types of storage facilities 

Facilities in this category consist of 7 other Government-owned sites, 37 plant 
sites, 10 leased sites, and 3 port storage sites. Starting dates for physical in- 
ventories at these locations have not yet been determined. 

Mr. Yates. What about deterioration? Did you find any at all 
at New Bedford ? 

Mr. Meptey. No; none at New Bedford. We do know that there 
are areas where there has been deterioration particularly with reference 
to deficiencies in packing, and in that area we are repacking. 


GSA AN AGENT FOR ODM 


Mr. Frorre. Mr. Chairman, I want to say in defense of Defense 
Materials, although I know you do not like to have us alibi and hide 
behind the fact that ODM gives the orders, but actually it is true. We 
are an agent, and they tell us what they want, and how much they want, 
and what to do about it. 

Mr. Tuomas. We know that. 

Mr. Frorere. We really are just an agent to perform its work. 

Mr. Tuomas. Well, we know that migaty well. 

Mr, Fiorrs. I was not very happy about the situation, I assure you, 
yesterday. 

Mr. Tuomas. There was nothing wrong with yesterday. You can- 
not expect a man to carry all these figures in his head. 

Just because I read them the night before is no sign that they read 
them. 

Mr. Fiorre. We do not have anything to do with the policy and that 
is certainly true. 

Mr. Yates. But yours is the responsibility of storing these products 
once they are purchased, and my questions which were addressed to 
Mr. Medley relate solely to the inventorying of these products. 

That is exclusively the responsibility of GSA; is it not? 

Mr. Fuioerz. Yes, sir. 

We are very active on it, and although we have only completed one, 
we have all the plans. We have got 2 other very major ones, 1 down in 
Georgia, and 1 in Buffalo, N. Y., where they have all types of mate- 
rials stored, and we now know exactly how to go about every one of 
these. 

We did not have any experience in regard to this because no one had 
thought about doing it. Now, we are very active on it, and over a 
3-year period, and at a cost of $15 million, we will get the job done. 

Mr. Tuomas. I think that this committee ought to get on the train 
one night, or on a plane, and have them meet us at New York and carry 
us over to that big New Jersey warehouse and take a look at that, and 
also take a look at the Veterans’ Administration warehouse operation. 

They have everything from soup to nuts inthem. It will be a very 
busy day for you but it will be worth your time. Perhaps we might 
talk the Administrator into going along with us. 

Mr. Frorre. I think it would be interesting to go down to one of 
these that we have completed, and then visit one that is not completed, 
and you will see the difference. 

Mr. Evins. The Franconia operation is one of your favorites; is 
it, not? 

Mr. Forte. That is not strategic materials there. 
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NICARO NICKEL PLANT 


Mr. Yates. What is happening with regard to the Nicaro plant? 
How is your expansion program proceeding ¢ 

Mr. Fioerr. Proceeding very rapidly, and we actually hope to have 
it all done this month. We had a target date of December 31, and 
worked hard on it, but we did not make it. However, the number of 
employees and expenditures are very, very much reduced there, and 
we really expect to get it all through this month. 

Mr. Yares. Is the capacity of that plant a classified figure? 

Mr. Fiorre. No, sir. 

Mr. Yates. What is the present capacity of that plant? 

Mr. Fuiorre. This past year it operated on the basis of 31.5 million 
pounds. It is anticipated that when it gets into full production it 
will be 50 million or a little bit over that. 

Mr. Yates. Does its entire production go into the stockpile? 

Mr. Fiorre. Except as it is diverted through ODM to industry. 

Mr. Yares. Is the amount that goes to that stockpile classified ? 

Mr. Forte. Well, there is not a percentage basis. They merely 
tell us for a certain period of time to divert. 

Mr. Yares. I wondered what had been done last year, for example. 
Nickel is still in tight supply; is it not? 

Mr. Fiorre. Very tight supply. The plant is presently operating 
at a substantial profit. 

Mr. Mepiey. We would be glad to insert that information in the 
record, Mr. Yates. Last year a small proportion of the production 
did go to the stockpile. Most of it went to industry. 


COST OF NICARO PLANT BELOW THE ESTIMATE 


Mr. Jonas. Yesterday, Mr. Floete testified about the cost of that 
plant and my recollection is—and this impressed me considerably be- 
cause it is quite In contrast with the usual situation—he said the total 
cost now looks as if it will be several millions of dollars under the 
estimates, 

Did you not say that? 

Mr. Frorte. That is correct. 

Mr. Yates. As I remember the estimated cost was $43 million. 

Mr. Fvoerr. It was, and we think we are going to get it down to 
between $39 million and $40 million. 

Mr. Yates. Is this the result of the activity by the Brooks com- 
mittee ? 

Mr. Forte. I do not know. However, everyone got spurred on. 
He did what he could to help. 

Mr. Tuomas. Mr. Evins? 

Mr. Evins. Mr. Chairman, you leave little, if anything, for the rest 
of ustoask. Ihave no further questions. 


PURCHASES OF TUNGSTEN 


Mr. Botanp. On the question of tungsten, did you know that the 
urgent deficiency bill provided for $30 million for the purchase of 4 
critical materials, the largest of them being tungsten ? 
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That was knocked out by the Interior Subcommittee of the Appro- 
priations Committee, and it was put back in the Senate. 

Now, of course, you do not make the decision on what the critcal 
material is going to be. I realize that the ODM makes it, and passes 
it on to Defense Materials Service, but what is your thought in re- 
gard thereto? Last year we appropriated $21 million for the pur- 
chase of tungsten and other critical materials under a specific law, and 
apparently GSA entered into contract with one tungsten producer 
and the contract runs until 1959, I believe. 

Mr. Fioerte. I am sorry, sir, but I cannot answer that. No one is 
here from Defense Materials Service. That is a detail that I cannot 
tell you. 

Mr. Botanp. We cannot get this information, then, from GSA on 
the question of these critical materials? I did not realize that. 

Mr. Fiorre. We can touch upon your question as to how much was 
spent. 

Pur. Botanv. Well, last year did we spend $21 million on those 4 
strategic materials which included tungsten ? 

Mr. Meprxy. That money was allocated to GSA by the Department 
of the Interior. As of December 31, 1956, the costs were $15,464,000, 
of which $14,928,940.90 was for tungsten, for 271,315 short ton units. 

Mr. Bouanp. I think the record will show that this requested $30 
million for the urgent deficiency appropriation bill is not justified 
because the stockpiling of tungsten is absolutely complete and the 
stockpiling of the other 3 materials is nearly complete. 

Mr. Tomas. It is running out of everyone’s ears; is it not? 

Mr. Botanp. Yes, sir. However, you cannot give us an opinion as 
to whether or not you will need any more tungsten? Is it a material 
that we absolutely have to have in the next couple of years or is 
it a particular metal in which this Government should show some 
concern relative to mining ? 

Should we appropriate this money for the purpose of keeping 
these tungsten mines going so that if we bump into an emergency sit- 
uation we will have the mines operating, and we will need tungsten 
which, of course, we all recognize is a very valuable material ? 

Mr. Fiorrr. We have achieved the short-term or the minimum objec- 
tive and the long-term objective, and I think when you go beyond that 
it is a matter of policy for Congress. 


NICARO OPERATING CONTRACT 


Mr. Yates. I have one more question with regard to Nicaro. There 
was some negotiation for a long-term operators’ lease at Nicaro. Who 
is presently operating your plant there? 

Mr. Fiorre. The Nickel Processing Corp., which is a corporation 
74 percent owned by National Lead and 26 percent owned by Cuban 
interests. 

Mr. Yates. And for how long is its contract ? 

Mr. Froere. To the 15th of this July. 

Mr. Yates. Are negotiations going on now for renewal of the con- 
tract, or for the hiring of an operator, or do you have a new operator ! 

Mr. Fioere. No, sir; the whole matter has been lL aemal within 
the last 10 days. 
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Mr. Yates. With whom ? 

Mr. Fioere. With the ODM, the Bureau of the Budget, the Depart- 
ment of Commerce, the Department of the Interior, the Department 
of Defense, the Department of State, and the Department of Justice. 
At a meeting about 10 days ago this matter was discussed, and the 
whole matter is now being discussed. 

You see, in any action under the National Industrial Reserve Act— 
and this plant is still in the industrial reserve—GSA again gets its 
directions from the Department of Defense. So we are contemplat- 
ing; and under the usual governing procedure I have been trying to 
get it coordinated with all these people for 2 weeks and have addressed 
a letter to the Department of Defense to get a directive as to what 
next to do. 

Mr. Yates. That is where it stands now ? 

Mr. Froere. I was told last night that everyone replied but the 
Department of Defense, to whom we are going to address the letter. 

Mr. Yates. As to what your direction should be? You have the 
authority to select the operator, or will this be done by the Depart- 
ment of Defense ? 

Mr. Foere. No; the law is a little bit vague on it. If they should 
tell us to lease it, I do not know what the situation would be. I can- 
not remember the exact wording, but there was a slight difference in 
phraseology. 

Mr. Mepiey. In case of a lease, they authorize GSA to do it, I 
believe. 

Mr. Yarrs. You mean the Department of Defense directs you to 
enter into a contract? 

Mr. Meptry, Defense authorizes us to enter into a lease of a plant 
in the industrial reserve. 

Mr. Yates. Pursuant to what law? Does that have reference to 
any plant i in the industrial reserve ? 

Mr. Tuomas. They do not tell you with whom you must do busi- 
ness; do they ? 

Mr. Yares. They tell you to lease it, and after that you have to 
enter into a lease with a person that you consider to be the best op- 
erator; is that correct? 

Mr. Fiorre. Normally. 

Mr. Yates. Did the Department of Defense select the National 
Lead Co. to operate it? 

Mr. Frioere. No, sir. 

Mr. Yares. If your interpretation of the law is correct, then they 
would have had to select the National Lead Co, to operate it; is not 
that correct ? 

Mr. Meptey. Yes, sir. 

Mr. Yates. You understand my question; do you not? 

Mr. Meptery. Yes, sir; that is correct. 

Mr. Yares. If I understand the history of the previous testimony 
before this committee, and before the Brooks committee, I do not re- 
member that the Department of Defense ever directed the Adminis- 
trator of GSA to enter into a leasing contract with any of the 
operators. 

Mr. Meptey. It was an operating contract, Mr. Yates. I think that 
is the difference. It was not a lease. Nickel Processing Corp. is 
currently operating the plant as an agent of GSA. 
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Mr. Yares. Perhaps you and I are not talking about the same 
thing. I assumed you had a lease at the present time. 

Under such an operation arrangement is GSA permitted to select 
the operator ? 

Mr. Fiorrr. Well, that is a moot question which I think has been 
thought over for a long time. 

Mr. Yates. I would say it was not a moot question. I would say it 
was a very active question. 

Mr. Frorre. I was not here, but I know that there has been a ques- 
tion as to whether GSA had authority to enter into an operating 
contract. 

Mr. Yates. As a matter of fact, is there not a very active fight 
going on now for leasing that company or buying it, or controlling it 
as an operator ? 

Mr. Fiorre. I think there is a very definite interest. 

Mr. Yatrs. That is among several large companies? 

Mr. Frorrr. Yes, sir; we know there is. 

Mr. Yates. And you do not know yet what you propose to do? 

Mr. Froeter. No, sir. 

Mr. Yares. You are waiting to hear from the Department of De- 
fense as to whether or not it wants you to enter into a lease? 

Mr. Frorre. Or sale. 

Mr. Yates. Or sale; that is correct. Will the Department of De- 
fense direct you as to a sale or authorize you as to a sale? 

Mr. Fiorre. Well, you have caught me where I cannot answer you 
concisely. Iam not hedging on it, but when the letter goes from us to 
the Department of Defense, it will probably recommend one or the 
other. I do not know because I have to wait to get this coordinated 
approach. 

Mr. Yates. By what date must you receive the Department of De- 
fense reply, or when does this present contract expire? 

Mr. _ Speen July 15. 
Mr. Yares. It is important that the Department of Defense act 
promptly, then, is it not? 

Mr. Frorre. That is right. I talked to them last night and again 
this morning. 

Mr. Yates. Is there any renewal clause in the current operating 
agreement ? 

Mr. Fioete. No, sir. 

Mr. Yates. And you do not know when—well, these are assumptions 
which you cannot make—but the thing that gives me concern is what 
the procedure will be in terms of turning the plant over to the next 
operator and as to whether or not there will be competitive bidding. 

Mr. Frorre. There will be competitive bidding. 

Mr. Yates. There will be competitive bidding? 

Mr. Fuioere. Yes, sir. 

Mr. Yates. By qualified operators ? 

Mr. Froere. Yes, sir. 

Mr. Botanp. Is it possible to get the figure on what we have spent 
for stockpiling tungsten, or would that be a classified figure which 
should not be made public? 

Mr. Meptry. It is classified. 

Mr. Tuomas. Well, we will look into it later and decide. 








1185 


Mr. Boutanp. I would also like to know how much more tungsten 
would be supplied under the $30 million that was requested by the 
Department of the Interior. Could you tell us that? 

(The following was supplied for the record.) 


The supplemental estimate of $30 million for 1957 submitted by the Depart- 
ment of the Interior provided for 432,000 short-ton units of tungsten. 


Mr. Bouanp. I want to commend this Administration for its testi- 
mony here. 
STOCKPIE ESTTIMATE FOR 1958 


Mr. Vursetxt. Mr. Floete, I believe you have requested spending 
authority of about $444,598,000 in this budget. 

Mr. Fioerr. Yes, sir. 

Mr. Vourseit. Of that amount you will be permitted around $130 
million for strategic materials, and so forth ? 

Mr. Fuiorre. Yes, sir. 

Mr. Vorsetui. We had considerable discussion yesterday with refer- 
ence to how far we should go on certain categories of strategic ma- 
terials. In those categories where you have reached a net minimum, 
would it be the policy to continue to buy in some categories after you 
had: met simply the minimum? 

Mr. Fiorre. Yes; that does go on. I hate to say it again, but it 
is subject to ODM direction. 

Mr. Vursetu. I presume, then, it will be your policy to continue to 
spend out of that $130 million what you think is necessary for the 
coming year if that amount is appropriated ¢ 

Mr. Fiorre. Yes, sir. 

Mr. Vursetu. In other words, you do not visualize a policy for the 
many categories where you have nearly met the minimum but have not 
met the maximum of slowing down at the present time? 

Mr. Fioerr. We don’t make the policy decisions. I cannot answer 
that. 

Mr. Vursetu. I understand. You are somewhat inhibited by being 
simply an agent in the matter. 

That is about the only question I have, Mr. Chairman. 

I would like to say that I am impressed with the line of command 
running from the top down and with the very splendid organization 
and efficient organization that you have apparently set up. 

I would like particularly to commend the gentleman from Mont- 
gomery Ward, Mr. Bean, for the splendid account he gave of reducing 
surplus property, and those in various other categories I think have 
given an excellent account of the various departments and are making 
fine progress. 

I would like to close by saying that I think Mr. Floete has brought 
a very great contribution to efficient operation in the Government and 
has done a splendid job since he took over. 

I don’t recall with my small amount of contact with this committee 
over the past years where you have been able to make the progress 
and have developed the cleancut program of efficiency which has been 
developed since Mr. Floete came here. 

I think that is all T have. 
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Mr. Jonas. Two brief points about which I would like to inquire. 
Are you making definite efforts to terminate these contracts as you 
approach maximum requirements in the stockpiling operation ? 

r. Frorre. Yes, except when there are some contracts of a con- 
tinuing nature. 

Mr. Jonas. The reason I ask that is that the Interior Subcommittee 
in its discussion of tungsten made the point that outstanding contracts 
would run until 1958 or 1959, I believe; yet you people tell us we have 
‘already reached the maximum requirements for tungsten. That 
contract should have been terminated. 

Mr. Fiorre. The full appropriation for those particular programs 
was not made. We got only a portion of the money. 

Mr. Meptey. That is right. I believe Interior asked for something 
like $90 million last year for those programs. 

Mr. Jonas. You are keeping a close watch on that and terminating 
these contracts so we do not become involved in having to pay off 
somebody under a contract when we no longer need the material 

Mr. Fioete. Yes, sir. 

Mr. Jonas. And I got the impression we were in that fix with respect 
to the tungsten contracts. 

Mr. Boxtanp. I got the same impression. I would like to know 
whether or not, if we appropriate no money now, we are liable on 
any existing contracts with any of the companies with which GSA has 
contracted ? 

Mr. Meotry. I am not a lawyer, but one of the laws is the Domestic 
Minerals Act. We are obligated only to the extent there are appro- 
priations. 

Mr. Jonas. I suppose there is a saving clause that the liability of 
the Government is dependent upon appropriations. That is in all 
procurement contracts, is it not ? 

Mr. Tuomas. There is an escalator clause of some type. 


CROSSSHIPPING OF COMMODITIES 


Mr. Jonas. The other point I had refers to page 94 of the General 
Accounting report. 

I served on a committee last year, Subcommittee of Government 
Operations, which considered the report of the Hoover Commission 
on procurement problems. I was impressed by the fact that a few 
years ago the Navy, for example, was buying canned tomatoes in 
California and shipping them to New York for use in the New York 
area, and at the same time the Army was buying canned tomatoes in 
New York and shipping them to California for use in California. 

I notice on this page of the report the following sentence: 

In San Francisco the officials interviewed stated that the suppliers on many 
schedules were located in the eastern part of the country and that purchases 
from such suppliers resulted in delayed deliveries and extra transportation 
expense. 

I, too, have a lot of confidence in Mr. Bean. I doubt if he would get 
caught in that kind of a predicament, but I would hate very much 
a few years hence for another Hoover Commission report to come 
along and disclose the fact that GSA is buying goods in New York 
for shipment to California when they could be procured locally. 
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Mr. Frorre. We try and run those stores on a profit-and-loss basis. 
We don’t make any profit but we try not to have a loss.” We do not 
overall. I think we returned about a million and a half dollars to the 
Treasury in profits last year. 

We made this analysis this fall and we found that San Francisco 
was the only one of our stores that was not operating on a break-even 
basis. They make a little or lose a very little, but it was losing. 

We went into that thoroughly as a result of that and we are cor- 
recting it because it was the freight situation which created it. 

Mr. Jonas. I have no criticism. I just call attention to that com- 
ment by GAO and the comment of the Hoover Commission-report with 
reference to the Army and Navy. 

That is all. 

Mr. Tuomas. Thank you, gentlemen. 

Have you anything further, Mr. Medley ? 


ACCRUED COST BUDGET FOR 1959 


Mr. Mepiey. Just a couple minutes on one subject. 

The Bureau of the Budget asked us if we would discuss with the 
committee the possibility or advisability of GSA submitting its 1959 
budget on the basis of accrued costs as distinguished from obligations. 

As a matter of fact, last summer they approached us on the possi- 
bility of doing it for 1958. 

We demurred on the basis of two reasons—first, we had not had an 
opportunity to discuss it with the committee, as to whether or not it 
would meet with the committee’s approval; and, second, we installed 
last July 1, and we have in operation in the GSA now, an internal 
budget system based on the accrued-cost method. We wanted at 
least a year’s experience in operating under that method before we 
made any changes in our method for submitting official estimates to 
the committee. 

If carried out this would, of course, take the form suggested in 
several bills which have been introduced, one of which is H. R. 4500, 
I believe, introduced by Mr. Boland. We felt we should discuss it 
with the committee, and the Budget Bureau asked us to obtain the 
committee’s reaction to that particular problem if possible. 

Mr. Tuomas. Let us digest what we have before us now and we 
will not talk about next year yet. Let us finish this year first. 

Thank you, gentlemen. It is good to see all of you. 
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SALARIES AND I-XPENSES 


Program and financing 








1956 actual | 1957 estimate| 1958 estimate 
Program by activities: 
1, Applied technical research and pemney y allocation. - $457, 811 $510, 532 $660, 859 
2. Broadcast__ 1, 473, 110 1, 654, 860 1, 760, 742 
3. Safety and spec ial radio services... __- 811, 391 873, 001 1, 088, 528 
4. Field engineering and spear ing aan 2, 422, 555 2, 466, 093 2, 834, 255 
5. Common carrier 817, 909 901, 475 1, 016, 906 
6. Executive, staff, and service. 1, 337, 349 1, 422, 039 1, 638, 710 
PE wete Gee. Bei ei 320, 125 7, 828, 000 8, 950, 000 
Financing: 
Unobligated balance no longer available. ___-_- SB O08 Yekcnnuennde 
Appropriation. .................--- . 7,323,000 | 7, 828, 000 8, 950, 000 
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Obligations by objects 
















| | 
1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions. -.-__.........-.----.-- 1, 137 1, 188 | 1,275 
Full-time Sauivatont of all other positions a ie 14 6 ji eae. 
Average number of all employees. - - dip ddne sh gabe anteecnee 1,055 1,105 | 1, 189 
Number of employees at end of year_.___.-_-__----.. : ‘ 1, 058 1, 130 | 1, 202 
———=— = — — — (= 
Average salaries and grades: 
General schedule grades: | 
Average salary -- . << usta tiie $6, 143 | $6, 166 | $6, 262 
Average grade Cae GS-8.2 | GS-8.1 | GS-8.2 
Ungraded positions: Average salary_..............-...- $3, 909 | $3, 926. | $3, 900 
01 Personal services: 
Permanent positions. = | $6,463,238 | $6, 864, 130 | $7, 351, 989 
Positions other than permanent-. 75, 611 | 119, 000 oa 
Regular pay above 52-week base 25, 100 | 28, 291 
Payment above basic rates_.. —— 62, 050 | 63, 340 | 66, 190 
Total personal services_____. eh dn napene } 6, 625, 999 | 7,046, 470 7, 446, 470 
02 Travel. ai 76, 871 111, 950 | 112, 900 
03 ‘Transportation of things__-. eabsia 14, 444 | 17, 850 15, 700 
04 Communication services . ‘ a 183, 050 | 189, 000 | 194, 180 
05 Rents and utility services. | 55, 185 | 55, 320 | 62, 250 
06 Printing and reproduction onm< woe 26, 649 46, 000 | 78, 700 
07 Other contractual services 81,88! | 80, 700 | 107, 660 
Services performed by other agencies- .. j | 37, 211 55, 500 | 62, 250 
08 Supplies and materials-. 114, 567 15, 200 128, 500 
09 E,uipment. _- eiivaliitls tlie J 87,355 | 6, 710 214, 590 
10 Lands and structures..-- : ; 11, 466 18, 300 | 68, 200 
11 Grants, subsidies, and contributions: | | | 
Contribution to retirement fund = pi 455, 000 
13 Refunds, awards, and indemnities - : va 1,419 500 1, 600 
15 Taxes and assessments... .- is 4,028 | 4, 500 2, 000 
Total obligations.....____-. : | 7, 320, 125 | 7, 828, 000 | 8, 950, 000 





| | 
| 1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation -- , $7, 323,000 | $7, 828, 000 $8, 950, 000 
Obligated balance brought forward | 620, 478 | 344, 356 366, 753 
Total budget authorizations available 7, 948, 478 8, 172, 356 9, 316, 753 
EXPENDITURES AND BALANCES 
Expenditures— | 
Out of current authorizations. - 6, 982, 384 | 7, 476, 572 | 8, 462, 772 
Out of prior authorizations 581, 518 329, 031 | 353, 000 
Total expenditures : i | 7, 563, 902 | 7, 805, 603 8, 815, 772 
Balance no longer available: | | 
Unobligated (expiring for obligation) : de | 2, 875 
Other pings! be 32, 345 | } . 
Obligated balance carried forward - iia 344, 356 366, 753 500, 981 
Total expenditures and balances_-_-__--_.-- shila 7, 943, 478 8, 172, 356 9, 316, 753 


Mr. Tuomas. Gentlemen, will the committee come to order. 

We have a little conflict. We have a full committee meeting at 10 
o’clock, and may I suggest that the members slip out as they see fit 
and if it becomes desirable that our subcommittee should recess for 
5 or 10 minutes I hope you gentlemen will bear with us. 

We have with us this morning the Federal Communications Com- 
mission. It is certainly nice to see so many of our old and distin- 
guished friends here. It is good to see the Chairman back. He is 
getting younger and better looking every day. 
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I see at the table Commissioner Hyde, Commissioner Craven, Com- 
missioner Bartley, Commissioner Mack, Commissioner Doerfer, and 
Commissioner Lee. 

We supplied two of these Commissioners. We have a pretty good 
reason to feel pretty close to this crowd. I see Mr. Allen, the chief 
engineer, back there. I also see Mr. Baker. Good to see you. I see 
Mr. Kenehan and Mr. Plummer. Where is Mr. Cowgill? Oh, there 
you are. And there is Mr. Turner. How are you feeling? 

Mr. Turner. Very good, sir. 

Mr. Tuomas. Have you any headaches? 

Mr. Turner. Not yet. 

Mr. Tuomas. Where is Mr. Cox? 

Mr. Cox. Over here. 

Mr. Txomas. We are also delighted to have Miss Morris. There 1s 
nothing we like better than to have these very attractive ladies here. 
I see Mr. L’Heureux, the administrative assistant to the Chairman. 
Where is Mr. Cunningham ? 

Mr. Cunnincuam. Right here, sir. 

Mr. Tromas. It is good to see you, Judge. How is everything with 
you? Are you keeping these Commissioners in line ? 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Tuomas. If they get out of line, tap them. 

Mr. CunnrncHAM. You mean the Commissioners, Mr. Chairman ? 

Mr. Tomas. All of them. 

I see Mr. FitzGerald. You have your hands full, haven’t you? 

Mr. FrrzGerarp. Yes, sir. 

Mr. THomas. Well, Mr. Chairman, you and the Commissioners sit 
down and tell us what your headaches are. You have some wonder- 
ful tables in the justification. You have enough information in there 
to satisfy everybody. What we are particularly interested in is the 
big bureaus—the operating bureaus broadcast, and special services. 
You have enough tables of all kinds as to the cases filed and disposed 
of. Will you pull them together in a few words or in one table and 
show us what your workload is in those bureaus ¢ 

Your general statement in the justification is a good one and is quite 
impressive. Your burdens are going up and the number of employees 
is going down. 

I hear that the network chains are taking a lot of that detail off your 
hands. They are running the television and radio world now. 

What about your enforcement and research program among the 
common carriers ? 


GENERAL STATEMENT 


Mr. McConnaveuey. I will make a brief statement and turn it 
over to our different department heads, if I may. 

Mr. Tuomas. Tell us, first, about the Commissioners themselves. I 
have always had the idea that you folks try to do too much detail work 
over there. 

Mr. McConnaveuey. Yes, sir. I think the Commissioners do a 
pretty good job as far as working is concerned. They have legal and 
engineering assistants who are of great help to them. 

Mr. Tuomas. You have had that last year and the year before last. 
You have had it 2 years, haven’t you? 
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Mr. McConnavouey. Yes, sir. 
Mr. THomas. Do you have enough help? 
Mr. McConnaveuey. For the Commissioners themselves, I think 
so. I think we have enough. The Commissioners have to do a good . 
deal of work individually, but they are all pretty hard-working peo- 
ple, and I think they have enough help. 
Now with reference to our 1958 request for $8,950,000, which is a 
$1,122,000 increase over 1957, that is an increase to 1,188.7 in average i 
employment over 1,120 in 1957, or 6.8 percent. 













SUMMARY OF JUSTIFICATIONS FOR 1958 BUDGET ESTIMATES 






At this point, I would like to insert in the record the summary of 
the justification for the 1958 budget estimate, with tables A and B, | 
pages 1 to 19 exclusive. 

Mr. THomas. That will be made a part of the record at this point. 
(Pages 1 through 19, inclusive, are as follows:) 









SUMMARY OF JUSTIFICATIONS FoR 1958 BupGet ESTIMATE 









For fiscal year 1958, the Federal Communications Commission budget, sub- 
mitted herewith, estimates a requirement of $8,950,000. 

This is the minimum figure arrived at after striving for utmost economies in 
accordance with the budget policies and directives of the President and Bureau 
of the Budget. It provides only for those activities which are required by law 
and which we believe are essential to the public interest. They vitally affect 
industry, general business, and the protection of life and property. 

The Commission has for years been faced with the task of trying to regulate 
radio’s booming expansion with little change in annual appropriations or size 
of staff since World War II. In the last half-dozen years, its administrative 
burden has more than doubled and has become rapidly more complex. 

In the radio field alone, the Commission has well over 1,600,000 authoriza- 
tions on its books, reflecting the use of more than 1,200,000 transmitters on land, 
on sea, and in the air. Wire and cable telephone and telegraph facilities are 
undergoing rapid change, and pose their own special problems. 

As a result, the Commission is experiencing increasing difficulty in keeping 
up with its mounting workload and lacks the manpower to deal with many impor- 
tant matters which need policy determination. Any projects which demand 
immediate consideration necessitate taking staff members off processing and 
other day-by-day work—and backlogs develop. These backlogs are hard to catch 
up with, create more work because of the delay, and are detrimental to both 
industry and Government. 

The additional funds requested are needed primarily for personnel to handle q 
with more reasonable promptness the applications of new or expanding electrical 
communication mediums, as well as the involved and protracted legal issues 
raised by competitors for facilities, and, basically, to police and protect the 
Nation’s electrical communications systems. 

The expanding use of radio causes serious “traffic jams” in portions of the 
radio spectrum and the allocation and assignment of radio frequencies is com- B 
plicated by international treaty obligations as well as domestic considerations, ' 
requiring exacting engineering study and close industry-Government cooperation. 
New means of radio transmission have also created additional frequency require- 
ments which must be carefully weighed. 

Of special importance are the workloads created by the forthcoming Interna- 
tional Radio Conference now scheduled for 1959. This Conference will consider 
the revision of international frequency allocations as well as other technical 
regulations which will have serious impact on this country. The United States 
preparatory work must be completed by the end of 1958 in order that the United 
States position may be well organized in advance of the Conference. 

The rapidly increasing number of radio stations give and are subject to inter- 
ference. This interference problem is aggravated by the production of many 
new electronic devices which, though not used for communication, release waste 
energy which can play hob with radio transmission and reception. Projected 
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mew equipment must be studied and some of-it approved as meeting. radiation 
limits before being manufactured and put into use. 

The Commission’s technical knowledge must be expanded by means of applied 
research to keep pace with contemporary advances in basic scientific research. 
In its applied research activities, the Commission collects and utilizes currently 
available scientific data pertinent to its problems in electronics and radio wave 
propagation. From these data and from theoretical considerations, the Com- 
mission develops an engineering basis for the regulation of the many uses of 
the radio frequency spectrum. 

The encouragement of improved communication systems and more efficient 
spectrum utilization is a vital long range activity which leads to improved 
public benefits. Such improvements are generally made available by technologi- 
cal developments which the Commission evaluates to determine how they may 
best be used in the public interest. Past examples of such developments include 
color television, FM broadcasting, and FM communications. Currently under 
consideration are developments such as subscription television, “forward scat- 
ter” communications systems, and single sideband communications systems. 
Future developments cannot be anticipated in advance but it is necessary to 
be able to recognize and evaluate them as they occur. 

In the nonbroadcast radio field, rules must be recast frequently to keep up 
with new developments—such as, currently, the growing use of microwaves, 
the expansion of mobile operations, new industrial uses, split channel and 
other techniques to obtain greater use of available channels. 

As for common carrier regulation, that industry is becoming larger and more 
complex, and its rates and services require constant and continuing attention. 
Its increasing use of radio, extending into mobile operation and TV program 
relay, involve many considerations. 

Broadcasting is teeming with problems. TV has a critical situation in UHF, 
subscription TV has been proposed amid much debate, and questions must be 
resolved about private intercity TV relay links, TV translators, and other mat- 
ters, to say nothing of the overall television problem. In standard broadcasting 
the clear channel problem, the related daytime skywave interference hearing, 
and the problems surrounding our attempts to consummate an international agree- 
ment with adjoining countries are sufficient to require extensive time and effort. 
This is entirely apart from the standard broadcasting application processing 
in which extensive backlogs continue. FM still suffers financial difficulties, 
causing certain other services to eye unused frequencies in the PM band and 
elsewhere as possible avenues for expansion. Hearing processes on competitive 
applications require much time and effort of staff. 

Furthermore, amendments to the Communications Act have burdened the 
Commission with additional procedural requirements, inc!uding extension of 
hearing rights to parties in interest, however remote, and denying consultation 
by the Commission with its own keymen on adjudicatory cases in which the 
latter have not participating connection. 

The economic straitjacket in which the Commission must operate has hit 
its field activities especially hard. Some field engineering work has had to be 
curtailed drastically. While monitoring stations continue to police the spectrum, 
only a sampling job can be done in inspecting radio installations, and inter- 
ference investigation is limited to the more serious cases. By the same token, 
data collected on certain long-range technical studies have had to be put aside 
for more pressing current work. 

It is a paradox that while problems and workloads have been increasing 
rapidly, the staff available to the Commission over the years to discharge its 
responsibilities has been steadily reduced. In 1948 the Commission had an 
average employment of 1,349. In 1950 the average staff was 1,325. By 1953 
it had been cut to 1,043. In 1954, even with increased appropriation to get TV 
and safety and special backlogs under control, only 1,075 persons were avail- 
able. In 1955 the Commission staff was down to its lowest postwar point, 
1,039. In 1956 it was back to 1,046.5. In 1957 it will be able to finance 1,120. 

As an indication of the disparity between the Commission’s increasing work- 
load and its decreasing staff, the following chart depicts the situation with 
respect to three of its basic operations—common carrier, broadcast, and safety 
and special—since 1951: 
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CHART COMPARING TRENDS IN BASIC PROGRAMS AND STAEF SIZE 
FEDERAL COMMUNICATIONS COMMISSION FOR FISCAL YEARS 1951-1956 


1954 1955 1956 1957est 1956est 


The following table shows the average employment and amount of money 
utilized in 1956, estimated for 1957 from available funds, and estimated for 1958. 


1956 actual | 1957 estimate 1958 estimate 


| | } | } 
Average | Amount | Average | Amount | Average 
employees employees employees} 


Amount 


. Personal services: 
I. Applied technical research and 

frequency allocation... 58. $413, 954 | 18.0 | $465, 54: 9.5 | $547, 342 
II. Broadcast. os ' 1, 400, 565 3 |1, 561, 946 255. 1, 571, 745 
III, Safety and special radio services 748, 530 ¢ 805, 666 | 5. 894, 466 
IV. Field engineering and monitoring 2, 035, 227 ‘ 2 |2, 057, 833 | 358. 2, 156, 633 
V. Common carrier-_._- j 791, 256 | 7, | 129. 909, 250 
VI. Executive, staff, and service... - 1, 236, 467 2 |1, 288, 219.6 | 1, 367, 034 


Total, personal services_ - - 6, 625, 999 } 7 | 
. Other objects... ..........- 694, 126 | .. » Oe 1, 503, 530 


Total, obligations. __.__.- 7, 320, 125 | 17, 828, 8, 950, 000 
Unobligated balance__._-_-.--- st | S! ; 





Appropriation or estimate -_- ..|7, 323, 000 | 8, 950, 000 
| 








The following paragraphs outline briefly the increases requested and the justi- 
fications therefor : 
A. PERSONAL SERVICES 


I. Applied technical research and frequency allocation 


The Commission’s duties in this area are clearly stated in the Communications 
Act of 1934 as amended. The act requires, among other things, that * * * “the 
Commission shall: 

“(c) Assign bands of frequencies to the various classes of stations, and 
assign frequencies for each individual station and determine the power which 
each station shall use and the time during which it may operate; 

“(e) Regulate the kind of apparatus to be used with respect to its exter- 
nal effects and the purity and sharpness of the emissions from each station 
and from the apparatus therein: 

“(g) Study new uses for radio, previde for experimental uses of fre- 
quencies, and generally encourage the larger and more effective use of 
radio in the public interest.” 

To assist in these duties the Commission employs a Chief Engineer and a com- 
paratively small staff of engineers. 

In the technical research field, increases are requested to provide funds for the 
continuation of propagation work financed in the past through advances from 
other agencies. This is a primary responsibility of the Commission and must be 
financed by the Commission’s appropriation. 
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Additional manpower is also required for the type acceptance program. In or- 
der to prevent puor equipment from being automatically type approved the 
Commission must review and take action on an application within the 30-day 
limitation rule. It is vital that adequate funds be applied to this activity to 
guard against the use of inferior communication equipment. 

Increased activity is also anticipated for the many committees over the country 
concerned with interference and the reduction of spurious emissions. 

In order to cope with the pressing demands upon the Laboratory for calibra- 
tion, modification, development, and design of new equipment for use by our 
Field Engineering and Monitoring Bureau, a small increase in manpower is pro- 
posed for 1958. 

The continued rapidly expanding uses of radio, together with the development 
of new techniques, requires that more time and consideration be given in 1958 to 
the Commission’s many frequency allocation and treaty problems. This re- 
quires increased efforts in the field of frequency management, allocation reviews, 
frequency utilization studies and in the elimination of harmful interference. 
Harmful interference naturally tends to increase with the number of assign- 
ments throughout the spectrum and, in 1958, it is further augmented by undesired 
long distance propagation caused by very high sunspot activity. 

It is required that some increase in manpower be provided for 1958 in view 
of the large amount of preparatory work necessary for the forthcoming world 
Radio Conference now scheduled for 1959, the first such major international 
conference in 12 years. This preparatory work is essential to the formation of 
a strong United States position on the many vital issues to be considered at 
this conference, including the revision of the International Table of Frequency 
Allocations which forms the framework of all United States frequency assign- 
ments and allocations. 

A small increase in manpower is requested for the purpose of instituting a 
new machine record of essential technical data on all ship stations licensed by 
the Commission. Such a record would permit the forwarding of data to the 
International Telecommunications Union (ITU), in compliance with interna- 
tional agreement, for inclusion in the ITU service document entitled, “List of 
Coast and Ship Stations,” the United States section of which contains almost 
no data on the thousands of United States ships licensed since 1950. The new 
machine record would also serve many important domestic needs such as making 
readily available important factual information on the radio facilities aboard 
United States ships, thereby fostering safety of life and property at sea. Atten- 
tion must likewise be given to the problem of notifying the ITU of current data 
on United States assignments to other classes of stations in order that the 
United States portion of other ITU service documents may also be made current. 

In 1956, we devoted an average employment of 58.9 to the applied technical 
research and frequency allocation activities. Funds for 1957 will finance only 
68. In view of the growing backlogs, and the Commission’s responsibility for 
promoting better usage of the radio spectrum, an increase of 11.5 in average 
employment for 1958 is urgently needed. 


II. Broadcast activities 

As the administrative agency charged with the responsibility of regulating 
the broadcast industry, the Commission is required to provide a basic regulatory 
framework through the adoption of rules, engineering standards, and general 
policies in the light of which individual applications may be filed and considered. 

It is also required to receive applications requesting the use of particular 
channels for broadcasting purposes and to dispose of these applications in the 
light of applicable law, rules, and general policies. 

Included in this is the responsibility for selection of the applicant best qualified 
to serve the public interest in those cases in which two or more applicants may 
seek mutually exclusive facilities. 

Broadcast matters are handled by the Commission with the following staff 
organizations: Broadcast Bureau, Office of Hearing Examiners, Office of Opinions 
and Review, and the Dockets Division of the Office of the Secretary. 

It is the clear concept of the Communications Act that broadcasting should 
develop on a competitive basis, recognizing certain important public interest 
obligations. To insure proper consideration of these obligations, and because 
of the highly technical engineering factors involved, definitive regulations and 
consistent and carefully considered policies are imperative. 
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Equally important to the growth and advancement of broadcasting as an 
industry is the requirement that regulatory authorities be in a position to act 
with sufficient dispatch to avoid becoming a roadblock to the introduction of 
competition and new interests into the field. 

In the field of television we have witnessed the phenomenally rapid and sub- 
stantial growth of television. 

There is little doubt that this new medium is well established and effective 
in most areas of the Nation, and encouraging progress is being made in con- 
version to color as receivers are made available at moderate prices. 

The necessary development of TV into a fully competitive system, however, 
is fraught with problems. Holders of UHF authorizations are encountering 
serious economic difliculties in competing with VHF stations in certain areas. 

We must consider a constant parade of proposals by segments of the industry 
seeking relief in a variety of fashions. 

Final resolution of the problems will require complete reexamination of the 
basic TV allocation structure and a host of corollary matters. 

It is quite possible that the proceedings now underway will result in additional 
applications for facilities presently unused. 

We propose during 1957 and 1958 to keep virtually current in processing these 
newly filed applications for TV facilities, to conclude proceedings on those older 
ones which have been the subject of a hearing and take prompt action as may be 
directed by the courts in litigated cases. 

In the field of standard (AM) broadcasting the increase requested in this 
budget will permit us to place increased emphasis on the processing of applica- 
tions. During 1956 the receipt of applications for new AM stations and for major 
changes in such stages increased substantially over the number received in 
1955 and we expect even more applications in 1957 and 1958 than we received in 
1956. Backlogs are growing despite our increased efforts to prevent their 
growth. Even with improved efficiency and utilization of additional manpower 
provided by the extra funds appropriated by Congress, we will not be able to 
handle the heavy AM load already piling up. 

With the increased manpower available for processing AM applications in 
1958, we will be closer to reaching our objective of processing those applications 
which do not have to be designated for hearing within a period of 3 months after 
filing, as contemplated by Congress in the Communications Act. 

The large number of new applications naturally increases the hearing work- 
load. During 1958 we anticipate a hearing workload of 360 AM applications for 
new stations and major changes in existing stations. The funds requested will 
enable us to dispose of 127 of these applications, leaving a backlog of 169 applica- 
tions still on hand at the end of 1958. The rate at which these are handled 
decreases sharply as the number of interlocutory pleadings increases. 

In the field of frequency modulation (FM) broadcasting during 1956 applica- 
tions for new FM stations increased slightly over 1955 and we expect this rate 
of filing to continue in 1956 and 1957. We propose to keep reasonably current 
in the processing of FM applications filed during 1957 and 1958. 

In all of these fields, we will also be faced with the necessity for handling 
applications for renewal of outstanding authorizations, for transfer and assign- 
ment of such authorizations, for numerous minor changes, for experimental 
operation, ete. Our basic program for 1957 and 1958 is to remain reasonably 
current in the handling of such applications. 

This is a very conservative request for funds to carry out the Commission’s 
responsibilities imposed by law and is based on realistic consideration of the 
general level of activity expected. We cannot, however, overemphasize the 
precarious situation developing in AM backlogs. 

The following tabulation shows the average employment devoted to broadcast 
activities during 1956 and our estimated requirements for 1957 and 1958. 


Average employment 


1956 actual | 1957 estimate 1958 estimate 


Broadcast activities._...._..__. , a are 218.0 | 
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Net work study—For 1956 and 1957 special funds were appropriated by the 
Congress to finance a special study of network broadcasting. This study is to 
be completed by June 1957 and no funds are budgeted for it in 1958. 


IIT. Safety and special radio services activities 


The safety and special radio services encompass the activities necessary for 
the discharge of the Commission’s responsibility with respect to the licensing 
of stations for purposes other than broadcasting or common carrier. The estab- 
lishment and regulation of these services flow from the provisions of the Com- 
munications Act which require the Commission to study new uses for, and 
generally encourage the larger and more effective use of radio in the public 
interest. 

Twenty years ago such uses were largely confined to the safety of life and 
property in the air and on the sea. Today they encompass every walk of life 
and while the use of radio for safety purposes continues to be of great importance, 
its use as a tool by industrial America has become no less important. Virtually 
every industrial and transportation activity have so geared radio communi- 
eations to their operations that any curtailment thereof would have serious 
effects not only on the entire economy but in the national defense and social 
welfare. 

The degree to which the Commission may successfully discharge this obliga- 
tion to industry is of course largely dependent upon the availability of adequate 
funds. The detailed estimate set forth in later pages explains the necessity for 
going forward in this important work. 

It is our considered judgment that the speed of application processing should 
be sufficient to prevent our licensing processes from becoming a stumbling block 
to the effective protection of life and property or the prompt establishment of 
more effective industrial operations dependent upon radio as a tool for industrial 
efficiency. 

Application receipts during 1956 were 12.6 percent heavier than in 1955. It 
is expected that an increase in applications will continue in 1957 and 1958. The 
average delay before applications can be reached for consideration is expected to 
be 11.8 weeks by the end of fiscal year 1957. The increase requested in this ae 
will permit us to hold the backlog to approximately 12 weeks by the end of 1958 

The following tabulation shows the average employment used in 1956 and our 
estimated requirements for 1957 and 1958 for the safety and special radio services 
activities : 


Average ere 


t 


1956 actual nt | 10857 estimate | 1958 estimate 


| 
| 
| 
j 


Safety and special radio services activities_................-... 


118 | o| 145.5 


IV. Field engineering and monitoring activities 


These activities are the primary responsibility of the Field Engineering and 
Monitoring Bureau. Enforcement of the Communications Act, international 
radio treaties, and the Commission’s regulations is accomplished by inspecting, 
monitoring, and investigating radio stations, both licensed and unlicensed. By 
means of its monitoring network linked by a rapid communication system and 
using specialized equipment, it renders emergency service to the public and to 
other Government agencies. An accurate survey is made of each new antenna 
location, marking, lighting, and height to insure safety to air navigation. 
Administrative work in the issuance of certain radio station licenses to the 
public is a function of the field offices. Military and security organizations are 
given assistance in radio problems not available from any other source. 

Three groups, (1) departmental, (2) monitoring, and (3) enforcement, share 
activity within the Bureau as follows: 

1. Departmental.—The review and control of field activities provides necessary 
guidance for the monitoring and enforcement groups. Control of expenditures, 
travel, personnel matters, workloads, and compilation of instruction manuals 
are included in the departmental functions. Planning for international confer- 
ences for radio regulation and the duties of the United States centralizing office 
for monitoring are also performed. 
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2. Monitoring.—Engineers at monitoring stations measure radio signals to 
check compliance with radio laws, regulations, and treaties. They determine 
whether operating procedures and technical signal characteristics comply with 
outstanding requirements of these laws and regulations and of the terms of 
station authorizations. By means of monitoring radio transmissions the Com- 
mission observers detect and locate clandestine or unlicensed radio stations and 
sources of radio interference to legitimate stations. Also, by the procedure of 
monitoring the radio spectrum, data are collected on the actual use of the radio 
frequencies by United States and foreign radio services as an aid to the United 
States in negotiations at international conferences and in allocating frequencies 
to domestic users of radio, both Government and non-Government. 

8. Enforcement.—The active component of the Commission that performs the 
day-by-day task of inspections, examinations, and investigations, is provided 
by the district offices. The hundreds of thousands of aircraft, ship, land, broad- 
east, and amateur radio stations are subject to inspection and require constant 
surveillance to insure legal compliance. Examinations and issuance of radio 
operator licenses and certain station licenses are a function of the field offices. 
The problem of radio interference between licensees and those of radio and TV 
owners is a major item in the enforcement group. 

The overall increase requested for 1958 is very small. For the Departmental 
Engineering Division, an increase of 2.0 average employment is required to 
handle the great increase for special radio services applications. We are run- 
ning behind now about 4 weeks in our application processing. To prepare for 
the 1959 International Radio Conference, data must be compiled and records 
studied at the management level, requiring assistance for the Chief, Field 
Engineering and Monitoring Bureau. There continues to be a major problem 
in small-boat radio station enforcement due to the widespread disregard for 
law and order. Added to this continuing activity is another workload, caused 
by the recently enacted legislation requiring radio communication equipment 
aboard small craft (Public Law 985) which creates a 3,000 vessel workload for 
our inspectors. An average employment of 10.7 in addition to the 1957 staff 
will be required even though a once-per-18-month schedule of inspection is 
established. In 1956, the manpower used on field engineering and monitoring 
activities was 338.3. An increase is authorized for 1957 to 344.0. The proposed 
increase in activity brings the 1958 estimate to 358.9. 

V. Common carrier activities. 

The Commission’s common Carrier activities consist of the regulation of over 
5,000 public utility companies (common carriers) that furnish interstate and 
foreign telephone and telegraph services by wire, cable, and radio, as well as 
the licensing for use of radio in any common-carrier communication service. 

The purpose of these activities, as expressed in section 1 of the Communica- 
tions Act, is “ * * * to make available, so far as possible, to all the people 
of the United States a rapid, efficient, nationwide and worldwide wire and radio 
communication service with adequate facilities at reasonable charges * * *” 

The Commission’s responsibilities in guarding the public interest in com- 
munication services are immeasurable. The national defense as well as the 
economic and social life of the United States, and to a great extent of the world, 
are importantly dependent upon the rapid and efficient telephone and telegraph 
services of American carriers. The publie is paying over $5 billion a year for 
communication services to the companies that are subject to regulation by this 
Commission. 

Common carrier workloads have been steadily increasing over the past 10 
years, in contrast to reductions in staff, with the result that many important 
regulatory matters have been deferred. For the current, year the appropriation 
will finance a modest increase over the low point of 1956; this will help on 
our most urgent needs. 

The degree of successful fulfillment of our regulatory responsibility depends 
upon our ability to conduct necessary investigations expeditiously and effec- 
tively. The amount of funds available for staff and related expenditures 
necessarily limits the scope, quality, and dispatch of this work. 

The modest increase in Common Carrier Bureau staff included in this 1958 
appropriation estimate will permit some further strengthening of soft spots 
in the organization, at least to a degree preventing further retrogression in 
necessary activities. It will permit some improvement in the areas where 
greatest deficiencies exist in our regulation. These areas include telephone 
depreciation prescription, radio application processing, telephone and telegraph 
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rates, field examinations, telegraph service problems, and the backlog of inter- 
national hearing cases. 


VI. Executive, staff, and service activities 


This section includes the adjudicatory, top policy-making, and decision-making 
functions for the activities presented in section I-V. It also includes the 
professional staff advisory groups and the central administrative activities 
of the Commission—budget, organization and methods, personnel, and service. 

1. Office of Commissioners.—This budget provides for each Commissioner the 
attorney, engineer, and confidential assistant legislated by the 1952 amend- 
ments to the Communications Act, plus the clerical personnel required to perform 
the large volume of work carried on in these offices. The professional staff 
is required to provide each Commissioner with high-level advice and assistance 
on rulemaking, authorizations, hearing cases, and other matters coming before 
the Commission. The slight increase in average employment will result from 
shorter delays in filling positions as they become vacant. 

2. Office of Reports and Information.—This office prepares releases for public 
announcements of official Commission actions, acts as central information contact 
point for industry and the public; releases formal orders, decisions, opinions, 
and rules. No increase in this minimum staff is requested for 1958. 

3. Office of Administration.—The four divisions of this office report to the 
executive officer who in turn serves as staff to the Chairman on various ad- 
ministrative matters. These activities, which are common to all Federal agen- 
cies, include budget and finance, organization and methods, personnel, and 
administrative services. 

Every effort has been devoted in recent years to increasing the efficiency 
and decreasing the staff of these units. The average employment for the Office 
of Administration was reduced from 83.3 in 1954 to 80.1 in 1957, but is estimated 
at 81.8 for 1958. The overall increase in Commission personnel called for 
in this budget makes it necessary to request a small increase in the service 
units making up this office. 

4. Office of Chief Engineer.—Most of the activity and manpower of this unit 
are covered in part I, Applied Technical Research and Frequency Allocation. 
The Chief Engineer’s Office provides solutions to engineering problems on which 
the Commission can base its highest level policies and most important decisions. 
A slight increase in personnel is requested because of an anticipated increased 
workload resulting from the 1959 International Radio Conference. 

5. Office of General Counsel.—This Office is responsible for litigation, draft- 
ing, and commenting on proposed legislation, promulgation of general and pro- 
cedural rules, and serves as chief legal adviser to the Commissioner and its various 
organizational units. As a result of the Commission’s increasingly heavy hear- 
ing loads over the past 2 years or so, and because of changes in legislation in 
1952, the litigation load has increased rapidly and is expected to increase a great 
deal more in 1958. A substantial increase in staff is necessary to handle these 
loads. 

6. Office of the Secretary.—The Secretary of the Commission is the custodian 
of official Commission records; prepares official records of actions taken by the 
Commission; signs all orders, permits, licenses, or other instruments of author- 
ization made, issued, or granted by the Commission; and is responsible for the 
following divisions: Library, Dockets, Minutes, International Telecommunica- 
tions Settlements, Mail and Files, Messenger, and Technical Assistance (Point 
IV). The increase in workloads and staff estimated for 1958 will increase the 
work of most units of the Office of the Secretary. Consequently, it is necessary 
to budget small increases in staff for these units. 


VII. “Other obligations” 


The items in this section cover all requirements of the Commission for other 
than personal services. Increases have been requested in practically all object 
classifications. The largest single increase is $455,000, to cover the Commission’s 
contribution to the employees’ retirement fund. This cost, which results from a 
recent amendment to the Retirement Act, commences in 1958. Other increases 
are explained below, and again, in more detail, in section VII of this budget 
document. 

The following schedules set forth the actual distribution of non-personal-services 
obligations for 1956 and estimates for 1957 and 1958 by object class and major 
activities. 


| 
' 
' 
' 





| 
1956 actual | 1957 estimate | 1958 estimate 


i EEE emg | ee eee | 


By ehiest class: 
Travel $76, 871 $111, 950 | $112, 900 
Transportation of things ; 14, 444 17, 850 15, 700 
Communications services otirenestatelens an 183, 050 189, 000 194, 180 
Rents and utilities ___ Jan ewetetiee seats San 55, 185 55, 320 62, 250 
Printing and reproduction___..._...___.-._-.-.-- 26, 649 46, 000 78, 700 
Other contractual services sistas re 119, 092 136, 200 169, 910 
Supplies and materials_-____---- eecaee 114, 567 115, 200 
Equipment 87, 355 86, 710 
Land and structures. __-. 11, 466 
Grants, subsidies, and contributions. ._...............|-.-.----.-~- 
Refunds, awards, and indemunities : 1, 419 
Taxes and assessments 4, 028 


Eo a Rannhnencth olekeown Quintin: saeciamninen 694, 126 81, 530 | 1, 503, 530 








113, 710 
188, 997 
144, 062 
677, 622 


1. Applied technical research and fre een y allocation__ 43, 857 
II. Broadecast__ . — 55, 917 
Ill. Safety and spec vial radio services 7 62, 861 
IV. Field engineering and monitoring. ........-.-.--.--.. 387, 328 408, 260 
V. Common carrier 26, 653 34, 025 107, 656 
VI, Executive, staff, and service...............-.....-.--. 100, 882 134, 005 271, 676 
Network study 16, 628 py RE Lo 


781, 530 1, 503, 530 


By activity: | 
| 








02 Travel—An increase is requested from $111,950 to $112,900. ‘Travel is 
essential to the daily operations of both our field and departmental operations. 

In the field, the inspection of radio equipment aboard ships, small boats, broad- 
cast stations, etc., requires considerable travel. Investigations of interference 
complaints and trips throughout the country to give operator examinations also 
require travel. Without funds for this purpose the Field Hngineering and 
Monitoring Bureau could not operate. 

Travel is also vital to operations of our Washington staff. Hearings must be 
held, investigations must be made of financial and service matters in the broad- 
cast and common carrier fields, conferences are necessary with manufacturers, 
industry associations, licensee groups, etc. 

New legislation places responsibility on the Commission for the inspection of 
3,000 additional ships. 

Rotation of employees stationed outside continental limits and home leave 
travel expenses for those employees and their families who elect to remain there 
for another tour of duty. 

It is estimated that $15,000 will be required to cover travel costs associated 
with civil defense drills. Our participation in these test exercises has been 
restricted because of limited travel funds. 

08 Transportation of things.—Slight decrease estimated. Elimination of one 
nonrecurring cost permits reduction. 

04 Communications services.—Higher costs for telephone service and penalty 
mail due primarily to increased staff requested requires that we increase our 
estimate for 1958. Some additional lines to relocation site also contribute to 
increase. 

05 Rents and utilities —Rather fixed costs. The increases requested are to 
cover the cost of 1 replacement International Business machine which rents 
at a higher price and 3 additional machines necessary for the preparation of ship 
station lists. 

06 Printing and reproduction.—Increase to $78,700 is requested. This increase 
is attributable to 2 factors: (1) Program for printing present year’s decisions 
and 2 old volumes each year, and (2) increased cost of printing at GPO because 
GPO must pay 6% percent into employees’ retirement fund. 

0? Other contractual services.—Increase in many items under this object class 
are necessary because of increased staff requested. 

Proposed change in location site of Chillicothe monitoring station will require 
expenditures chargeable to this object class. These items are spelled out in the 
detailed portion of this budget document. 

An increase is estimated in the number of security clearance that will be 
required. Additional staff must be cleared and trained to handle the commu- 
nications equipment at our relocation site on a 24-hour basis if necessary. 
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Our assessment for support of the Air Coordinating Committee has been in- 
creased to $23,205 for 1958. This Commission was made a member of that 
Committee after a study by the Bureau of the Budget and we must contribute 
to its support. 

Principally because of the increased staff requested for 1958 and the office 
moves that will be necessary to accommodate this staff, we have requested 
funds to cover the various costs generally associated with moves such as, 
painting, partitions, buzzer systems, and electrical outlets. 

Funds have also been included to cover the cost of our GSA contract to service 
typewriters and other office machines. 

08 Supplies and materials.—The most magnificent change is an increase in 
general office supplies. Our request amounts to $50 per employee annually. This 
is a conservative estimate because the cost of equipping the additional 84 em- 
ployees requested in this budget will run well above this $50 figure. 

09 Equipment.—We have requested a substantial inerease for equipment. 
We have fallen behind in the replacement of technical equipment, typewriters, 
and furniture. This budget calls for a step-up in our replacement programs. 

Furniture and fixtures must be provided for the additional staff we have 
requested. 

The large volume of licenses processed by the Commission makes it necessary 
that we continually expand our card records of licensees and frequency assign- 
ments. We have requested funds to purchase file units to house these records 
in a number of offices. 

On the recommendation of the Joint Committee on Printing of the Congress, 
we have requested $11,000 to cover the cost of an automatic collating machine 

Miscellaneous office and lahor-saving machines need to be replaced such as 
a mimeograph machine, a bookkeeping machine, and typewriters. 

In order to provide satisfactory lighting in many of the rooms in the New 
Post Office Building which are occupied by employees of this Commission, we 
have included $15,000 for adequate fiuorescent lights. 

10 Land and structures.—We have requested $68,200 for the construction 
of buildings at the new location of our Chillicothe monitoring station, construc- 
tion of a building at our relocation center, purchase of land and buildings in 
Fairbanks, and the construction of a garage and powerplant shelter at Fort 
Lauderdale, Fla., and Anchorage, Alaska. Prefabricated or other inexpensive 
construction will be used in every case. 

11 Grants, subsidies, and contributions.—This is a new expense which we 
did not have in 1957. A recent amendment to the Civil Service Retirement Act 
requires that we pay into the retirement fund an amount equal to 64%, percent of 
the employees’ sa'aries. We estimate our cost to be $455,000. 

13° Refunds, awards and indemnities.—We estimate that $1,600 will cover the 
cost of awards made for suggestions submitted by employees. 

15 Tages and assessments.—The Commission must pay the employer’s share 
of the social security tax. Our estimate for 1958 is $2,000. 
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activity 
4 : eee Ses — eet 
1956 actual 1957 estimate | 1958 estimate 
Activity i. ll as oe Pp.) UL er 
Average Average A verage 
employ- Amount employ- Amount | enploy- Amount 
ment | ment ment 
SER aerate are a aah nto pa aS 
1. APPLIED TECHNICAL RE- | 
SEARCH AND FREQUENCY | 
ALLOCATION 
A, Personal services: 
1. Technical research 17.3 | $136, 557 22.0 $167, 465 28. 5 $213, 176 
2. Frequency alloca- 
tion and treaty - _- 28.5 184, 492 31.3 197, 780 | 35. 2 220, 456 
3. Laboratory._....._.| 13.1 | 92, 905 14.7 100, 297 | 15.8 113, 710 
; | 58.9 | 413,954 68.0 465, 542 | 79.5 547, 342 
B. “Other objects’’____. : 43, 857 }..--- 44, 990 | 113, 517 
Total, obligations a | 457,811 | 510, 532 | 660, 859 
oo = = —_—— —— ——4 -— —— EE 
II, BROADCAST | 
A. Personal services: 
1. Television: 
Broadcast Bu- | | 
reau Lcmeeadte 51.3 315, 787 54.7 331, 918 | 61.6 369, 262 
Hearing examin 
ers. . 3 11.5 93, 029 9.5 77, 603 10.7 82, 864 
Opinions and 
review _..--- 15.9 113, 502 17.2 | 112, 192 14.6 97, 897 
Dockets 5.8 23, 374 5.2 | 20, 886 | 6.0 | 24, 018 
Total, TV_.... 84.5 | 545, 692 | 86.6 | 542, 599 | 92.9 574, 041 
2. AM: ~ of OB 4 ee. ai ir 5 
Broadcast Bu- 
reau..... | 93.1 | 573, 096 103.1 | 625, 607 | 111.1 665, 990 
Hearing examin- 
ers. * 7.0 | 56, 626 | 11.5 | 93, 941 13.5 | 104, 549 
Opinions and 
review .....- . 4.2 | 29, 982 | 7.4 48, 269 | 13.4 | 89, 850 
Docekets_-._.-.-- 3.7 14, 911 5.5 | 22, 092 | 6.0 24, 018 
Total, AM....| 108. 0 | 674, 615 127. 5 | 789, 909 144.0 884, 407 
3. FM: a4 4 . Vn ay, a 
Broadcast Bu- | 
FOOR....4..- 10.2 | 62, 788 10.0 60, 680 10.1 | 60, 545 
Ssccagenileeeahen evsninnendlicaaninallinic el eteneieineiy einen ihn skate calles 
Total, FM | 10.2 | 62, 788 10. 0 60, 680 | 10.1 60, 545 
4. Auxiliary, experi- | 
mental, develop- | | 
mental, ete.: | | | 
Broadcast Bu- | 
nel .4... 6.8 | 41, 859 8.2 | 49, 757 | 8.8 | 52, 752 
Total, aux- 
iliary, ete- 6.8 41, 859 | 8.2 49, 757 8.8 | 52, 752 
5. Network study- -_-- 8.5 | 75,611 | 15.0 119, 000 | 
Total, personal | | 
services........-.| 218.0 | 1, 400, 565 | 247.3 | 1,561, 945 | 255. 8 | 1, 571, 745 
B. “Other objects’: eae c a, . i WHER 
Broadcast Bureau. .-.-- | -- ew 55, 917 | Reais 70, 885 |. Raid 188, 997 
Network study-.._...-- mnt 16, 628 |- 22, 030 
Total, obliga- } 
eS ein 1, 473, 110 | 1, 654, 860 | 1, 760, 742 
= = | — — — — rs 
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Activity 


Ill. SAFETY AND S' 


RADIO SERVICES 


CIAL 


A. Personal services: 
1. Amateur and dis- 
aster 
2. Aviation 
3. Industrial 
4. Land transporta- 
tion ‘ 
5. Marine 
6. Public safety 
7. Fnforcement 
8. Hearing examiners 
9. Opinions and re- 
view 4 
10. Dockets. - . 
Total, personal 
services 
B. “Other objects’’. 


Total, obligations 


IV, FIELD ENGINEERING 
MONITORING 


AND 


A. Personal services: 
1. Departmental . 
. Monitoring (field) 


. Hearing examiners 
. Opinions and re- 
view... .. ore 


Total, personal 
services 
B. “Other objects’. 


Cl mm Go bo 


Total, obligations 
Vv. COMMON CARRIER 


A. Personal services: 
1. Domestic telephone 
communications: 
(a) Rate regulation 
(5) Service reg- 
ulation 
2. Domestic telegraph 
communications: 
(a) Rate regula- 
tion 
(b) Service reg- 
ulation 


3. International com- | 


munications: 
(a) Rate regu- 
lation 
(b) Serivce reg- 
ulation. 
. Statistics 
. Hearing examiners 
Opinions and re- 
ee 
Ty sc dtlonae sn 


Qo 


Total, personal 
services__--- 


B. “Other objects’’...........|-- 


Total, obligations 


. Enforcement (field) _ | 












































activity— Continued 
1956 actual | 1957 estimate 1958 estimate 
se Rn ee ae me - Sa 
Average | Average Average | 
employ- Amount employ- Amount employ- Amount 
| ment ment ment | 
Presta pementerre ees nter t-te to 
| | | j 
| | | 
| | | 
| | } 
15. 1 $89, 461 | 16.3 $96, 381 | 17.8 $104, 066 
17.2} 116,961 7.8 119, 697 19. 6 | 125, 765 
27.6 | 157,013 | 33.4 | 191, 204 34. 2 | 199, 234 
| | 
16.0 | 110,337 | 16.7 | 112, 433 | 19.2 | 124, 756 
21.8 149, 290 | 24.2 160, 808 | 31.5 199, 535 
14.9 89. 699 14.8 | 88, 324 | 16.7 98, 975 
3.8 27, 075 | 3.8 | 2%, 523 4.0 27, 928 
0.4 | 3, 236 | 0.4 | 3, 268 0.4 | 3, 098 
| 0.2 1, 428 | 0.4 2, 610 1.0 | 6, 705 
| 1.0 4, 030 | 1.1 | 4,418 | ns | 4, 404 
|__| roa PR 
118.0} 748, 530 | 128. 9 805, 666 | 145.5 | 894, 466 
i. 62, 861 | 67, 335 | 144, 062 
811, 391 873, 001 |. | 1,038, 528 
} | | } 
| 
} | | 
| | 
53.6 331, 466 | 55.3 | 344,556 58.3 | 367, 455 
| 136. 0 798, 108 140. 0 827, 288 140.0 | 835, 984 
148. 7 896, 421 | 148.7 | 877,010 159. 4 | 944, 420 
0.7 5, 663 | 0.7 5, 718 | 0.7 | 5, 421 
0.5 3, 569 | 0.5 | 3, 261 0.5 | 3, 353 
339.5 | 2,035, 227 345.2 | 2, 057, 833 | 358.9 | 2, 156, 633 
oe 387, 328 | 408, 260 677, 622 
2, 422, 555 | 2, 466, 093 | 2, 834, 255 
| | 
| 
49.7 | 357,829 | 55.3 393, 757 | 58.1 410, 114 
11.5 | 2, 798 | 12.9} 91,853 | 13.7 96, 705 
| 
8.4 | 60, 478 | 9.3 | 66, 219 10.0 70, 588 
| 
9.9 71, 278 | 11.0 | 78, 324 11.7 | 82, 587 
} 
12.1 | 87, 117 | 13.5 96, 125 | 14.4 101, 646 
10.8 | 77, 758 12.0 | 85, 444 | 12.8 90, 352 
3.6 | 25, 920 4.0 | 28, 482 4.3 | 30, 353 
1.4 | 11, 325 | 1.4 | 11, 437 | 1.4 10, 842 
15 | 10, 708 | 1.5 | 9, 784 1.5 | 10, 058 
1.5 6, 045 1.5 | 6, 025 | 1.5 | 6, 005 
110. 4 791, 256 122.4 | 867, 450 | 129. 4 909, 250 
_ 26, 653 Sc aeol IN Toa cmiczesene 107, 656 
et ae | 1, 016, 906 


817, 909 
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activity— Continued 























: a 
1956 actual | 1957 etismate | 1958 estimate 
Activity Savor ass eo | Ser $< wa te 
A verage | A verage | Average 
employ- Amount | employ- Amount employ- Amount 
ment ment ment 
VI. EXECUTIVE, STAFF, AND | 
SERVICE | 
A. Personal services: | 
1. Offices of Commis- 
EE 8. sense! 45.9 $402, 736 47.0 | $448, 260 48.0 $459, 059 
2. Office of Reports | 
and information 4.1 | 27, 514 | 4.0 | 26, 895 4.0 27, 350 
3. Office of Adminis- | 
i a 78. 5 | 388, 138 | 80.1 | 390, 972 81.8 410, 515 
4. Office of Chief Engi- | | 
neer eae aes 5.0 47,185 | 5.5 46, 442 5.8 47, 278 
5. Office of General 
Counsel __...--- 21.6 | 150,889 24.4| 169,828 31.5 209, 870 
6. Office of Secretary- 45.1 | 202, 135 47.1 | 205, 637 18.5 212, 962 
7. Office of Chief Ac- | | | | 
ecountant__._..- | 1.5 17, 870 spelen Bit ice 
|—— ancl - : ak 
Total, personal | | | 
a, ee 201.7 | 1,236, 467 208.2 | 1,288,034 219.6 | 1, 367, 034 
B. ‘Other objects”. .....--- 100, 882 134, 005 ; 271, 676 
Total, obligations___|- 1, 422, 039 1, 638, 710 
Total, personal serv- | | | 
BE dete tonite i. 1,046.5 | 6,625,999 | 1,120.0 | 7,046,470 1,118.7 7, 466, 470 
Total, ‘“‘Other ob 
DE ae ca cecndb ae . ; Go keh Ae 781, 530 i 1, 503, 5380 
Total, direct obliga- | 
NOUN. - - ereacouhutels as anenaean A hf Sapermeeenernate 5 Oe OOO fos cai snake 8, 950, 000 
| 


CS RI 
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BROADCAST ACTIVITIES 


Mr. McConnavoney. Mr. Chairman, you said you would like for 
me to talk a little bit about our principal bureaus. You spoke of the 
Broadcast Bureau. We are asking for an increase of 8.5 employees. 
The network study is to be completed June 30 and it has 15 employees. 
So, actually, there will be 23.5 additional employees to be devoted to 
this work. 

As you probably know, we have had a great deal of work thrust upon 
us due to deintermixture, and that is not going to lessen. It will 
increase. 

Mr. Tuomas. What was that? 

Mr. McConnavucuey. Due to intermixture, We are in the process 
and we have many applications and many rulemaking procedures to 
deintermix certain markets and to make them all UHF instead of 
VHF and UHF mixed. 

That has taken an awful lot of time of our Broadcast Bureau and 
will take more time. 

AM RADIO 


In AM radio, as you commented last year, all of us have been sur- 
— that it has been increasing all the time. We don’t see any 
ikelihood of AM falling off. 

Mr. Tuomas. It is still on the increase? 

Mr. McConnaveuey, Still on the increase. 

Mr. Tuomas. Are they all in a pretty healthy financial condition? 

Mr. McConnavguey. I don’t say that you could say all of them 
are. It is surprising how well they do in so many of these places 
where there are so many facilities, and, particularly in small com- 
munities they seem to get along pretty well and do a pretty good job. 
It has been very gratifying to see that a truly competitive system, 
as called for in the Communications Act, has developed in AM broad- 
casting. We hope it will eventually be the same in television. 


SAFETY AND SPECIAL RADIO SERVICES 


Now, with reference to the safety and special radio services—— 

Mr. Tuomas. What is your backlog there? 

Mr, McConnaveury. What is the backlog at the present time, Mr. 
Plummer ? 

Mr. Tuomas. You set it out in the charts and tables. Generally, 
what is the condition of the Bureau? How far are you behind? 

_ Prummer. The backlog at the present time is about 5 weeks 
work. 

Mr. Tuomas. I notice you figure on getting up to 12 weeks next 
year. 

Mr. Piummer. Yes, sir. This backlog is based on ending the fiscal 
year with a 12-week backlog, and you understand we have a seasonal 


9 


problem. 
Mr. Tuomas. That is the general picture in the justification? You 
put some very good reading material in there. You have just about 


run out of numbers and more people want the service. What does 
the future hold generally in the way of special service? 

Mr. Prummer. This is an area that is growing and our rules are, 
let us say, not precisely up-to-date. It was recognized 2 or 3 years ago 
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that there was a problem, and we started a 3-year program to bring 
the safety and special services up-to-date. 

We put in last year’s budget for about 10 people to work on rules. 
We are 7 months in the 1957 fiscal year now and we have put out around 
22 or 23 rulemaking proposals, of which we have finalized 11. 

Mr. TxHomas. What is the net result accomplished from the change 
in the rules? 

Mr. Piummer. We are changing eligibilities. For instance, the 
Association of American Railroads petitioned that they wanted to be 
able to use the radios in the locomotive to throw switches ahead of 
them, the reason being that it cost money to start and stop a train 
when the brakeman had to get off and throw the switch. 

We have been working on some more rules changes this year which 
will further open the eligibility to groups that are either in or partly 
in now. For instance, the National Association of Manufacturers 
has a petition. They believe that they are not getting enough radio. 

The American Municipal Association has filed a petition saying 
that we do not allow the cities and towns of America to use radio as 
an economic tool in running the towns and that we confine it to the 
police and fire departments. 

Mr. THomas. What part, generally, does your research and engi- 
neering bureau play in this regard? You were wrestling with the 
problem of special industrial services. 

Mr. Ptummer. We have a rule in our special industrial service that 
excludes the special industrial uses in the 33 largest metropolitan 
areas. We have had a number of petitions to change this situation. 
We have made minor changes, but it is still not in accordance with 
the uses desired. We are working on a larger overall shift we be- 
lieve would eliminate that metropolitan-area problem. 


TECHNICAL RESEARCH 


Mr. THomas. What about your research department, Mr, Chair- 
man? What are you doing there and what are you working on? 

Mr. McConnavucuey. Mr. Allen could answer that. 

Mr. Auten. We have several areas in which we are making sub- 
stantial progress, I believe, Mr. Chairman. The biggest area of in- 
crease is In our propagation work, that is, the way radio waves travel. 
We are working in two general areas in which there is fairly critical 
need for additional information. 

One is in connection with the so-called ionospheric and tropospheric 
scatter. 

Mr. Tuomas. Seventy-five thousand feet and up? 

Mr. Auten. The ionosphere is up 50 miles or more. We have re- 
cently attended a classified symposium on these ionospheric scatter 
problems 

Mr. Tuomas. Who is working on that problem ? 

Mr. ALLEN. Practically all the military departments are working 
on the implementation of trying to get circuits in and all the people 
interested in radio, practically. 

_ Mr. Tuomas. What good private research laboratories do we have 
in this country on radio and television and related subject-matters? 

Mr. Auten. I can’t give you a complete roster of them. In this 
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particular field of scatter projects, the Collins Radio Co. is very active. 

Mr. Tuomas. Do all the radio-equipment manufacturers have a 
good, working research laboratory, as well as the telephone company ? 
I understand they are interested, too. 

Mr. Auten. Most of the radio manufacturers who manufacture va- 
rious kinds of radios, if they are interested in mobile broadcasting 
and other types of marine radio, generally have research facilities 
associated with them. Not all the television-set manufacturers do. A 
lot of them are assembly people. But, there is fairly good coordina- 
tion between the various laboratories. There are different committees 
at work in the country which coordinate these various activities and 
exchange information, and in the field of propagation, I believe the 

ople involved have a fairly good picture of what is going on in these 
aboratories. 

Mr. Tuomas. What is the nature of this research? Is it applied 
research ¢ 

Mr. Auten. It is principally applied research. It is hard to sepa- 
rate the two because sometimes you have to develop information that 
doesn’t exist. 

Mr. Tuomas. How many scientists—and I am not talking about 
engineers but research scientists—do you have in your Engineering 
Division ? 

Mr. Auten. We don’t have any that we classify as research scientists. 

Mr. Tuomas. Your problem is one of engineering ? 

Mr. Auten. Yes. 

Mr. Toomas. And, when you call it research, it is really a misnomer ? 

Mr. Aten. It is. It is applied research. We take it up and try 
to apply it to the problems. We try to develop curves which permit 
the Commission to see how far apart television stations should be 
assigned, how far apart we should assign stations so that they will 
not interfere with each other. 

It is for the development of the Commission’s rules. We don’t 
engage in pure research as such for the sake of research. 


PRIVATE RESEARCH INSTITUTIONS 


Mr. Tuomas. What good, pure research institutions are there in this 
country in this field? Are there any associated with private industry 
or with universities or colleges ? 

Mr. Auten. There are some of each in this area of propagation. 
There are several universities such as Stanford which go into this 
heavily. The Massachusetts Institute of Technology and the Radia- 
tion Laboratory at Harvard. The University of Texas does a lot. 
The University of Florida. There are any number of pure research 
organizations that go into this, and a lot of laboratories that are 
associated with manufacturers. The RCA laboratories do a lot of 
pure radio research and Collins Radio Co., and I hate to give an ex- 
clusive list because I may miss some of them. 

Mr. Tuomas. You can revise your list. I won’t impose on you to 
that extent. 

Mr. Chairman, do you have anything special on your mind ? 
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SAFETY AND SPECIAL RADIO SERVICES WORKLOAD 


Mr. McConnaveuey. In the safety and special radio services, Mr. 
Chairman, you talked to us last year about a 12-week backlog. As you 
realize, under section 5 (e) of the Communications Act, the 12-week 
backlog is permitted. We don’t run a 12-week backlog the entire year, 
as Mr. Plummer said; but it does go to that at certain periods, when 
we have our top peak workload. 

Industry is unhappy with that, and understandably so. They feel 
that these applications should be processed within 30 days, or maybe 
a little over that, on an average. However, we are trying to bring 
it down to an average of less than that. But so far as we have not 
been able to project what the tremendous demands and increases are 
that come in this field. As you know, this is a rapidly developing field 
and there are so many demands that we are having quite a job just 
keeping abreast of it. I do feel that in light of what we told you 
last year, we are just about where we figured we would be. We are 
keeping current with reference to what we had stated. But this is 
one field that is very rapidly developing. 

You talked to us about our rulemaking proceedings. I think we 
have done a fairly good job on that this year. We have gotten out 
a number of rulemaking proceedings. There have been 23 proposals 
and we have finalized 11 of them already. I think we will get quite 
a few more of them out before the end of the year. 

The 1958 budget proposes to continue it and it will take us several 
years to get up to date. 


RECRUITING PROBLEMS 


Now to move over into broadcast, which is the other bureau you 
asked about, I think you could say the same thing. Rulemaking is 
one place where we are getting more of it and it is becoming more 
complex. There is always the difficulty of getting capable people. As 
you know, we must have engineers and engineers are pretty tough to 
get. Our people have gone out and they have written to colleges and 
done everything to try to get engineers in here, but we are competing 
with private industry and private enterprise is paying $1,000 a year 
across the board more than the Government will pay. 

Mr. Tuomas. How much now? 

Mr. McConnavuauey. One thousand dollars for the young grad- 
uates. They are going out and saying, we will give $1,000 a year 
more than the Government pays. 

Mr. Txomas. I think that is accurate and I think the Civil Service 
Commission recognizes it. Maybe they can’t do anything about it. 
The testimony is that they have gone to the top of the grade and they 
have to have some legislative authority. 

I got the very definite impression that they were relying more on 
Government fringe benefits over and above what industry offers rather 
than cold cash to attract young engineers and maybe some legal talent, 
which I doubt is the soundest sort of policy. I think if you want 
something, you will have to pay for it. 











FIELD ENGINEERING AND MONITORING 


Mr. McConnaveney. Field engineering and monitoring, as you 
realize, is our largest and most widespread program. We have 49 
field offices and we have enforcement activities. We do not propose 
to increase that this year other than to comply with Publie Law 985 
which becomes effective on March 1, which requires the installation 
of suitable radio-telephone apparatus in charge of qualified radio 
operators on vessels carrying more than six passengers for hire. 

Mr. Tuomas. It becomes effective in March of this year ? 

Mr. McConnaveuey. That is right. As you know, in policing the 
spectrum, I think we have done a rather remarkable job as evidenced 
by the citations and the number of inspections that have been made. 
We have been covering the field a lot better than we used to. 

We are pretty near double in our inspections and in our investi- 
gations of unlicensed stations which have increased very substantially. 


MONITORING 


For example, our overall work in monitoring of all services has 
increased. 

Mr. Tomas. You have made a wonderful statement, and I think I 
will just tear up the first 3 or 4 pages in your justification because you 
were feeling pretty bad, apparently, when you wrote that. 

Mr. McConnavucuHey. We have increased the number of citations 
from 11,172 to 13,674. I think under field engineering and monitoring 
is shown a very substantial increase in doing a job which, as I think 
you said last year and you put it so well, if you are going to try to 
police the whole spectrum, it is like the Interstate Commerce Com- 
mission trying to police the highways, and if you are going to do a 
job with all of the small boats in the country, you would have to have 
an army, and that is about right. 

It comes down to what degree do you feel that you can police the 
spectrum, If you get more stations in the air, there is more inter- 
ference, as you well realize, and in this field you do get more inter- 
ference all the time. 


1959 INTERNATIONAL CONFERENCE 


Speaking of additional work, in most of these bureaus you will find 
in this budget some increase for the international conference in 1959. 

Mr. Tuomas. Tell us how much of a headache will that be to you. 

Mr. McConnavucuey. That is a matter of preparation for that con- 
ference, and preparations must be made in 1958. That goes right 
across the board. It is not exactly a headache, but it is probably as 
much or maybe more important than anything that the agency can do. 

Mr, Tuomas. It is a matter purely of cooperation between the na- 
tions, is it not? 

Mr. McConnavucuey. Yes; that is right. 

Mr. Tuomas, Who are the stragglers in the field of anti-coopera- 
tion 

Mr. McConnaveaney. We have some experts. I think Commissioner 
Craven, when he was on the Commission back in the 1940’s or 1930’s, 
could answer that. 
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Mr. Tuomas. He is an oldtimer. 

Mr. McConnavucuey. He attended these and I think he could tell 
you what goes on when all these nations or countries get into this act. 

Mr. TuHomas. Do you have any trouble with any particular country ? 

Mr. Oraven. With respect to the use of radio for broadcasting: it has 
been pretty good—the matter of cooperation. Some countries had 
engaged in jamming and interference and trying to stop other people 
from communicating. They are a problem. Just what will happen 
in the future is anyone’s guess, but there are some signs that the Rus- 
sians are beginning to cooperate a little bit more fully from the stand- 
point of necessity. 

USE OF SPECTRUM SPACB 


Mr. THomas. What about the military needs as to spectrum space as 
compared with the civilian needs? 

Mr. Craven. That creates an everlasting problem. We recently 
attended a seminar on this new technique which was developed pri- 
marily for the military for the military use. Looking into the future, 
demands seem to be increasing with respect to spectrum requirements 
where they had been decreasing. 

Mr. Tuomas. What about industry? What about the civilian pop- 
ulation? Their demands are increasing, too, aren’t they? 

Mr. Craven. Everybody is increasing. 

Mr. Tuomas. Everybody is increasing except the sphere. 

Mr. Craven. That is right. The demands are increasing but the 
technique is also improving. 

Mr. Trroseas. Will you please excuse us for about 5 minutes, gen- 
tlemen, while we go to the floor? 

aes recess. ) 

am sorry to have interrupted you, Mr. Chairman. Had you fin- 
ished? We like to hear you talk. 

Mr. McConnavucuey. Mr. Plummer handed me something which I 
think is interesting to show what happened in the safety and special 
radio services in 1953, 1954, 1955, and 1956. 

Mr. Tuomas. It went plumb off the sheet. 

Mr. McConnavouey. It is a rather interesting chart in those serv- 
ices. 

Mr. Tuomas. Yes; it is. 


COMMON CARRIER WORKLOAD 
TELEPHONE AND TELEGRAPH CASES 


Mr. McConnavauey. On the common carriers, we are asking for 
an increase of seven which is to telegraph and telephone services. We 
are expanding work in the industry very rapidly. 

Mr. Tuomas. I noticed a neat little figure that we paid to the tele- 
phone people which was $6.5 billion a year. 

Mr. MoConnaueuey. That is right. 

Mr. Tuomas. Who was it that said, “Talk is cheap” ? 

Mr. McConnaucuey. How true. I feel this Bureau is keeping 
much more alert. to the telephone situation and to the telegraph, too, 
as time goes on. 

Mr. Tuomas. There were a number of lawsuits pending last year 
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and the year before last, telephone rate cases last year on which you 
were asked to furnish information. What isthe status? 

Mr. McConnaveuey. Do you know that, Mr. Cowgill? 

Mr. Cowartu. On the State rate cases, I am not able to tell you how 
many there are pending. We have a feeling they are about to increase 
throughout the country. In our own field, we have something in the 
neighborhood of 30 formal cases in the mill in one stage or another. 

Mr. THomas. What is the nature of the cases the Commission has? 

Mr. Cowart. We have one rather large case pending, the one which 
involves the sage multichannel problem. That is a mixed telephone 
and telegraph proceeding, to determine if the rates for private line 
services are reasonable. 

Mr. Tuomas. How many cases did you have last year, and by cases 
do you mean where some court action was taken or some action before 
the Commission, or what ? 

Mr. Cowart. It would be cases before the Commission and not 
court cases. Those cases, if the result was unhappy to one of the par- 
ticipants, would take us to court. I don’t have the figures on that right 
now. We have one, the Three Circuits case. which was carried to the 
Supreme Court for the second time. That is the only case in the 
common carrier field that I believe we have in the Supreme Court. 


INCREASES IN EXPENSES OTHER THAN PERSON NEL 


Mr. McConnavcuey. With reference to “Other objects” which, Mr. 
Chairman, you complimented the Commission on several occasions 
for holding our objects down, this year we have gone up slightly but 
it has been due to—— 

Mr. Tuomas. More than $455,000 worth. 

Mr. McConnaveuey. In addition to that, $455,000, we have 2 other 
items in there that have increased substantially, too, and they are 
replacement of technical equipment and office machines, and adequate 
lighting in offices. 

Much of our technical equipment, which comes under Mr. Turner’s 
department of field engineering and monitoring, is pretty obsolete. 
We have let it lie there for years and have to replace it. 

With reference to office machines, we must have a collating machine, 
which will pay for itself in a couple of years. 

Now, with respect to lighting in our offices: They have us down 
there in the post office building and we have been trying to get our 
people moved into better space, but we have had to take offices with 
no windows and we must put in adequate lighting. 

Apart from these special items, we are staying well down within 
that 10 percent which you felt was advisable. 

Taken overall, as you know and as the chart in the summary state- 
ment showing trends in basic programs and staff size so graphically 
shows, since 1948—the chart only goes from 1951, but since 1948 
there has been a steady decrease in employment up until 1955 when 
we reached an alltime low. 

Mr. Tromas. This was the table I was going to tear out of the 
book when you were telling us how well everybody was doing. 

Mr. McConnaveuey. I was speaking of how well the employees 
are doing. 
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Mr. Tuomas. That is right, and everybody was happy and turn- 
ing out more work and did a fine job, so let us just tear up these three 
sheets. 

Mr. McConnavauey. They are doing well because of the fact that 
they are working so many hour s—incidentally, the hardest working 
agency I have ever seen. 

But this downward trend you were kind enough to halt in 1955 and 
have given us some relief, some very substantial relief. I feel that 
for fiscal year 1958, if we get what is requested here that we can do a 
very creditable job in this very fast developing sphere of activity 
which is not like a regulated industry which you can project more 
accurately, but you are dealing in something which is still in its in- 
fancy. It is still a baby. It is changing so fast, and while it may 
be maturing to some extent in AM radio, i in television and in these 
special radio services it is developing so fast and there are so many 
changes and it is so vital to the people of this country that I think 
we are going to see an upward trend in an urgent demand for people 
to try to do this job. I think that about covers the rough statement. 

Do any of the other Commissioners wish to say something ? 


SUMMARY OF BUDGET REQUEST 


Mr. Tuomas. Table B, on page 18, shows that you have 1,275 posi- 
tions this year against 1,204 for last year. You have a request for 
$8,950,000 over all: appropriation as compared to $7,828,000 last year. 


SUMMARY OF EXPENSES OTHER THAN PERSON NEL 


Mr. Tuomas. Let me put in the record page 179, which is your other 
objects. 
(P. 179 is as follows :) 


VII. OTHER OBLIGATIONS 


A. SUMMARY 


The items in this section cover all requirements of the Commission for 
other than personal services. The estimates for most object classifications 
are higher than in 1957. These increases result from new legislation, the 
increased staff requested, and our need to proceed with actions which we 
have been postponing, such as printing decisions, replacing old furniture and 
equipment, etc. These items are explained under each object breakdown. 

The following schedules set forth the actual distribution of nonpersonal 
services obligations for 1956 and estimates for 1957 and 1958 by object class 
and by major activities. 
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1956 actual | 1957 estimate | 1958 estimate 


BY OBJECT CLASS 





Oy es nt ars ki bein co Lmabbbbbit otocbes 6 $76, 871 $111, 950 $112, 900 
CD FOOTE NI os os bo 5c eng os o-oo woe 14, 444 17, 850 15, 700 
0& Communications services.........................----..-.- 183, 050 189, 060 104, 180 
Nee nn owonntddenwanscats 55, 185 55, 320 62, 250 
GS Printing and reproduction...........................-..... 26, 649 46, 000 78, 700 
07 Other contractual services. _.........-......--.-------.--- 119, 092 136, 200 169, 910 
OE ES EEE OS aaa 114, 567 115, 200 128, 500 
ee nae lacderenetere 87, 355 86, 710 214, 590 
BD Be Os GUOEIOO. 5 eis nso ee sos bn ness - ced cne- 41, 466 18, 300 68, 200 
11 Grants, subsidies, and contributions_............-.....-...]---. Ea letain i inéainaekruae : 455, 000 
13 Refunds, awards, and indemnities.......................- 1, 419 500 1, 600 
15 Taxes and assessments................-.- kdsedaneudttaleecenel 4, 028 4, 500 2, 000 
hn bid ckdndhh eb bdibehi ed. Micddeinbibiahb asic atisinaSnbi 694, 126 781, 530 t, 503, 530 

BY ACTIVITY 
tL. Applied cotenent research and seemed allocation..._..- 43, 857 44, 990 113, 517 
Wath th. seit os dP eeeoe. Obed. on, men geebaseowe 55, 917 70, 885 188, 997 
Ill. Safety a special radio services.....................-..-- 62, 861 67, 335 144, 062 
Iv. engineering and monitoring... ...............---.--- 387, 328 408, 260 677, 622 
pt ae ae Tt een 26, 653 34, 025 107, 656 
VI. Executive, staff, and service...............--. ta datths ater 100, 882 134, 005 271, 676 
IEE CNIS ise di 55 bccubarceank<seseun PPT TSR 16, 628 ONS oi scetiestuwen 


BOMB as edb ils iis ie hd Se heise 694, 126 781, 530 1, 503, 530 


Mr. Tuomas. They have increased considerably over last year; 
$455,000 is a new item of contributions to Dr. Phil Young’s fund. 
You have some increase in other contractual services and supplies and 
materials. The big increase from $86,000 to $214,000 is for equipment. 


Executive, Starr, aNnp Service AcTIvITIES 


We made this notation on page 162 which you will put in the record 
at this point, Mr. Reporter. 
(P. 162 is as follows:) 


VI. EXECUTIVE, STarF, AND SERVICE ACTIVITIES 
A. GENERAL STATEMENT 


This section includes the adjudicatory, top policymaking, and decision-making 
activities for the Commission’s basic functions, the direct costs of which have 
been presented in sections I through V. It also includes the central professional 
staff advisory groups, the highest level administrative personnel, and the budget, 
organization and methods, personnel, service, and records activities. 

For those organization units for which it is possible to calculate the amount 
of time and cost chargeable against the individual functions, the cost is so 
eharged. For example, the Office of Opinions and Review is charged to the func- 
tions of the Commission on which that staff works. The same is true for hearing 
examiners and Dockets Division. The units taken up in this section work on the 
Commission’s several basic programs but it has not been found worth the 
administrative effort involved to keep sufficiently detailed time and cost records 
to distribute their costs to the functions. Hence, they are carried here. 
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The organization units covered are shown in the following table: 


Average employment 


1957 estimate | 1958 estimate 





1956 actual 


| 

1. Offices of Commissioners-----.-..--.-- foaci et sae sa 15.9 47.0 48.0 
2. Office of Reports and Information__........-.-.-..--.---..- 4.1 4.0 4.0 
3. Office of Administration. .....................-.....-....... 78.5 80.1 81.8 
RO RP ee See! 5.0 5.5 5.8 
5. Office of General Counsel. _.._.----- cdot ee cs seo 21.6 24.5 31.5 
Nf SR RIIE URE ROR ee ers ty ne yee ere ey 45.1 | 47.1 48. 5. 

le oT pals nest A cate PAS | 200.2 208. 2 219.6 














Mr. Tuomas. That deals with executive service and staff activities. 
The Office of the Commissioners, with a figure of 48 man-years which 
certainly is not out of line. 

Now, in the Office of Reports and Information, you have four. 
In the Office of Administration, you have 81.8. 

Mr. Cox. That is average employment. 

Mr. Tromas. Then, you have the Office of the Chief Engineer 
which is at 5.8. The Office of the General Counsel has gone up from 
24.5 to 31.5. And in the Office of the Secretary you have 48.5. It all 
adds up to 1,275 jobs for the Commission, and you have 220 of them 
doing general top supervisory and housekeeping work out of a total 
of 1,275. 

In the District of Columbia you have 919 and in the field you have 
356. That is where you are topheavy, gentlemen. Does anybody 
want to disagree? Now is the time. If we are wrong, tell us. 


Appiiep TecuNicaL ReseaRCH AND FREQUENCY ALLOCATION 


Let us look at the Research Bureau, page 24, where you have a nice 
table on technical research. At the botom of page 23, in the Technical 
Research Division, you went from 22.0 in 1957 to 28.5 for 1958. Then 
in the Laboratory Division, you went from 14.7 in 1957 to 15.8 in 1958. 
In the Frequency Allocation and Treaty Division, you went from 
31.3 to 35.2. In the totals you went from 68.0 in 1957 to 79.5 in 1958. 

This is a very important function and activity. You can’t get 
around it. You testified it is a sort of misnomer to call it research. It 
is applied engineering, in truth and in fact; isn’t it? 

Mr. McConnavuGuey. Yes, sir. 

Mr. Tuomas, And, without this Bureau, the Commission could 
not operate. Put your finger on this workload. For instance, at the 
bottom of page 28, is that the best one, where you start with applica- 
tions handled and informal applications handled and number of 
experimental stations licensed. Do you have one good table where 
you combine all your activities? 

Mr. Auten. There is no table showing a workload as such because 
it is impossible to show numbers for a large part of our work. 

Mr. Tuomas. Is this your best guess for it ? 

Mr. Aten. Yes. 

Mr. Tomas. Put in the table at the bottom of page 28, Mr. Re- 
porter, with the statement that the Engineers say it is impossible to 
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combine in one table, because there are too many divergent activities 
in their entire workload. Is that a reasonable statement ? 

Mr. Auten. That is our belief. 

(Page 28 is as follows :) 


(ad) Experimental, Incidental, and Restricted Radiation Branch 


(1) Activities—Administers the Experimental Radio Service, including the 
processing of applications and action on authorizations for stations in this 
Service; develops rules and modifications thereof in the Experimental and in 
the Industrial, Scientific and Medical Service; determines interfering effects of 
devices using or generating radio frequency energy such as wireless microphones, 
burglar alarms, garage-door openers, TV receivers, and community TV antenna 
systems, and develops rules to control the interference potentialities of such 
devices. 

(2) Required.—To carry out the mandate of section 303 (g) of the act for the 
Commission to study new uses of radio and provide for experimental use of 
radio frequencies; to develop the Commission’s program for control of inter- 
ference to the communications services by other users of radio frequency energy ; 
and to provide liaison with industry and Government in connection with the 
foregoing objectives. 

(3) Significant changes anticipated in program and procedures.—More com- 
prehensive long-range planning to meet problems before they become urgent; 
improved application and processing procedure for the experimental service; 
and better availability and utilization of engineering information furnished 
by experimental station licensees. 

(4) Workload.—The present staff is heavily taxed, merely to keep up with 
the steadily increasing flow of experimental applications, as evidenced by the 
following statistics : 


| 








: Formal Informal Number of 

Fiseal year applications | applications experimental 

handled handled stations 

licensed 

| 

ee. oe Se Ret eiter rack ke cedae pease .| 915 | 140 369 
Re ERS OL SSS RO ie 2d ty a" SOE ey eee or ee ee Sarees 1,055 | 168 444 
i te ia di al dihasastiia raided tabbed: 975 300 586 
RS ae 1, 477 | 528 625 
Ba Ah Oi tk 2 Oh Ss oc dbepabedbdebbupidibddéedvos 1, 507 643 715 
I i od ig IG nie nadnccnnmnanmmetenhiiempal 1, 750 800 800 
Se NIG. os case telcasaceh ccemsbcnebbnsuksabnaddackee 2, 000 1, 000 | 900 





Mr. Auten. That table which appears on page 23 is a very small 
part of our technical research activities. It accounts for about 5 or 6 
people out of that technical research activity. 


Broapcast ACTIVITIES 
Mr. Tuomas. Mr. Reporter, put pages 39 through 43 in the record. 
(The pages referred to are as follows :) 

II. BROADCAST ACTIVITIES 


The first few pages of this section present a general statement and highlight 
summary of the estimates and justification for this function. The remaining 
pages describe in detail the general situation existing and contemplated in each of 
the services. Statistical data, based upon Commission records, showing average 
employment used in 1956 and estimated for 1957 and 1958 are set out in an annex. 


A. GENERAL STATEMENT AND HIGHLIGHT SUMMARY 


“Broadcast” includes standard broadcast (AM) frequency modulation (FM), 
television (TV), and other related services. 

Because of the basic shortage of radio frequency channels for broadcasting 
purposes compared with the demand for such channels and because of the public 
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interest which is attendant upon broadcasting, Congress has provided in the 
Communications Act that no person may engage in the operation of a broadcast 
station without first having obtained a permit authorizing the construction of a 
station and a license to permit the operation of this station. 

The responsibility placed upon the Federal Communications Commission in con- 
nection with the authorization of broadcast operations is summarized in the 
following paragraphs: 

The concept of the Communications Act with respect to broadcasting is that 
there should be a nationwide broadcasting service, operating in the publie con- 
venience, interest, and necessity, by means of privately owned, freely competing 
broadcast stations. 

The Commission is required to provide a basic regulatory framework through 
the adoption of rules, engineering standards, and general policies, in the light 
of which individual applications may be filed and considered. A regulatory 
mechanism designed to apply legal, engineering, economic, and social principles 
to permit the fullest utilization of the broadcast spectrum cannot be inflexible, 
but must be sufficiently fluid to adapt itself to changing social and economic con- 
ditions, and to take the fullest advantage of advances in the art. Inadequate 
or obsolete rules can be serious obstacles to the efficient and expeditious process- 
ing of broadcasting authorizations; and the maintenance of an active rulemaking 
organization is considered essential to the power operation of this function of 
the Commission. 

Since the uncoordinated operation of broadcasting stations can result in 
destructive interference between these stations, and since the available assign- 
ments for broadcasting stations in any allocation plan designed to minimize 
interference and maximize overall service are basically less than the demand, 
the Commission requires that a showing must be made by each applicant that the 
assignment is technically feasible—that it is in accordance with an existing 
allocation plan or with appropriate engineering standards. A further technical 
showing must be made that the apparatus to be used meets the minimum 
operating standards on which the allocation plan was based. Since the appli- 
cation is for a scarce commodity in the public domain, the applicant must demon- 
strate not only that he will comply with the technical requirements affecting 
operation of broadcasting stations, but also that he will comply with the many 
nontechnical rules affecting station operations, such as, for example, those ru'es 
designed to prevent monopoly or undue concentration of control by limiting the 
number of interests in stations which anyone may hold, and by limiting the 
extent to which stations under the same ownership or control may have over- 
lapping service areas. He must also show that he is legally and financially 
qualified to construct and operate the station and that he proposes a general 
program service which is designed to meet the interests of the area which the 
applicant proposes to serve. In summary, the applicant must demonstrate 
that the grant of his application will result in a station operated in the public 
interest. 

The examination of such applications is a meticulous and time-consuming 
process, requiring the services of professional engineers, attorneys, and 
accountants. 

In the event two or more applications are submitted for the same facilities or 
for mutually exclusive facilities, the Commission must decide which of the 
several proposals best serves the public interest. The showings in the applica- 
tions are supplemented by further testimony and exhibits in hearings on these 
and other issues. The many and often complicated legal steps involved in 
arriving at a decision in one of these contested proceedings inevitably takes large 
amounts of Commission talent and time. 

In addition to applications for new facilities and major changes in evisting 
facilities, the Commission handles many applications of other types, such as 
applications for renewals of licenses, for assignment or transfer of ownership, 
ete. 

Broadcast matters are handled by the Commission with the following staff 
organization: 

The Broadcast Bureau is charged with assisting, advising, and making recom- 
mendations to the Commission with respect to the development and improve- 
ment of its rules and general policies governing the broadcast services: is 
responsible for the staff activities involved in examining individual applications 
for authority to engage in broadcasting activities and making recommendations 
with respect to such applications to the Commission; participates in broadcast 
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hearing cases as public counsel; and collects and processes statistics relating 
to the broadcast industry. 

The Office of Hearing Examiners consists of the examiners (and their clerical 
assistants) who preside in formal hearings involving broadcast applications 
designated by the Commission for hearing upon specified issues, and submit 
initial decisions upon the basis of evidence received. 

The Office of Opinions and Review consists of a number of professional em- 
ployees (legal, engineering, and accounting), together with necessary clerical 
and stenographic assistants, who serve as aids to the Commission in the con- 
sideration of initial decisions of the examiners, the exceptions to such decisions, 
and numerous other interlocutory pleadings filed by parties to adjudicatory 
proceedings, and who prepare, pursuant to Commission direction, the final deci- 
sions and other documents necessary to dispose finally of applications and plead- 
ings involved in such proceedings. 

The Dockets Division of the Office of the Secretary maintains the dockets for 
all hearing cases, notifies the parties of the date and place of hearing, makes 
the arrangements for hearing rooms and court reporters in Washington and in 
the field, and publishes the decisions adopted by the Commission. 

It is of basic importance to the growth and advancement of broadcasting as 
an industry that regulatory authorities be in a position to act with sufficient 
dispatch to avoid becoming a “roadblock” to the introduction of competition 
and new interests into the field. Congress has recognized this and included in 
the Communications Act an explicit direction that the Commission’s objective 
be to act upon broadcast applications within 3 months from their filing date if 
a hearing is not required, and to act upon applications which are the subject of 
hearing within 6 months after completion of the hearing record. 

In the field of television (TV) during 1956 the Commission remained virtually 
current in processing newly filed applications for television facilities. Im most 
instances it was possible to dispose of them without hearing, with relatively 
few being designated for hearing. 

During 1956 we handled a total workload of 239 applications and brought the 
number of authorized television stations to 650. In addition we authorized major 
improvements in many of the stations previously authorized. 

Major emphasis was placed during 1956 on concluding the hearings in progress 
on .competitive applications and rendering initial and final decisions on the 
basis of the hearing records. We had 119 applications in hearing status at the 
beginning of 1956 and during that year designated for hearing an additional 32. 
Forty-nine of these were disposed of following a full hearing ; 10 were disposed of 
before reaching the stage of initial decision. 

At the end of 1956 we had 183 applications pending—91 in nonhearing status 
and 92 in some phase of the hearing process. 

During 1957 we propose to dispose of TV applications practically on a current 
basis. By the end of that year we estimate a backlog of 179 applications for 
new television stations and improvement of facilities—67 in hearing and 112 in 
nonhearing status. The estimated receipts of this type of application are quite 
conservative and do not include extra applications which may be filed as a result 
of various deintermixture proceedings now in progress. 

During 1958 we propose to remain virtually current in TV hearing cases, 
leaving only 53 such applications pending in hearing at the end of that year. 
We are requesting funds to get.current and handle on a current basis the appli- 
eations for new television stations expected to be received that year, as well as 
a sizable number of applications for improvement and change of authorized 
television facilities. 

In both 1957 and 1958 it will be necessary to place increased emphasis upon 
applications for licenses to authorize regular operation of stations fully con- 
structed in accordance with the terms of the construction permit in order to 
prevent unauthorized interference and infringement of the rights of others as 
well as the public interest. 

The amazing growth of television has presented us with a pressing need for 
constant review and change of rules and policies, as experience points: up the 
problem areas, in order to permit the most effective use of the frequencies in- 
volved, It is in the area of rulemaking that Commission action most directly 
affeets the capacity of the industry for healthy growth, encourages or. limits 
opportunity for licensees to profit and serve the needs of their areas.; 

For example, late in 1954 the difficult economic plight of many television sta- 
tions authorized for UHF operation became apparent. A great many proposals 
for solution of this problem have been advanced. 
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Congress appropriated funds for use during 1956 for “such expenses as are 
necessary to make a study for radio and television network broadcasting.” The 
committee of four Commissioners designated to conduct this study and the staff 
of consultants employed for this purpose made substantial progress in the fact- 
finding phase. During 1957 we expect to conclude the study as discussed sepa- 
rately at the end of this chapter. We do not at this point anticipate that funds 
will be required for 1958, 

The Commission and the industry generally agree that the obstacles to con- 
tinued expansion of television service into the truly competitive nationwide 
system contemplated for it spring from the limitation of 12 VHF channels and the 
difficulties experienced in achieving fuller utilization of the 70 UHF channels. 

Numerous proposals from the industry have been submitted for alleviating the 
difficulties, ranging from channel assignments affecting a single city to major 
revisions affecting the entire country. 

The analysis and disposition of these proposals indicate a need in 1957 and 
1958, for an unprecedentedly large number of lengthy, intricate rulemaking pro- 
ceedings which will have vital bearing on the possibilities for increasing available 
television service in many communities throughout the Nation. 

One other interim measure was the authorization late in 1956 of UHF trans- 
lators to provide through fairly simple means a first service to communities now 
out of the range of existing stations and not able to support a station of their own. 
It is hoped that this will have the effect of stimulaing sales of UHF receivers in 
these areas. 

In the field of standard (AM) broadcasting during 1956 the receipt of appli- 
eations for new AM stations and for major changes in such stations increased 
substantially over the number received in 1954 and 1955. In fact, we received 
more in 1956 than in any year since 1948. Based on recent experience we expect 
even more applications in 1957 and 1958 than we received in 1956. The back- 
logs are growing despite our efforts to keep our heads above water. 

Congress has been concerned about the backlog situation as evidenced by the 
appropriation of extra funds for 1956 to reduce the backlogs, and by comments in 
the hearings on our 1957 request. 

In spite of the generally recognized and universal shortage of engineers to 
process these applications, we are using every means at our command to employ 
qualified staff, train them, and improve procedures to avoid becoming buried 
under an avalanche of applications. 

The estimates in this budget are designed to meet the objective already indi- 
cated ; i. e., processing applications which do not have to be designated for hear- 
ing-within a period of 3 months after filing, as contemplated by Congress in_the 
Communications Act. 

In the field of frequency modulation (FM) broadcasting it appears that we 
are reaching the end of the decline in this service which has been quite marked 
in recent years. During 1956 applications for new FM stations increased over 
1955 and on the basis of recent experience we expect a slight additional increase 
in 1957 and 1958 over 1956. These include applications filed pursuant to the 
reeent action of the Commission in permitting subsidiary communications au- 
thorizations which appear to be popular and profitable. The number of appli- 
eations for changes in FM facilities decreased slightly from 1955 but we are 
expecting they will hold steady in 1957 and 1958. We have proposed in this 
budget sufticient personnel to keep us reasonably current in the handling of both 
types of FM applications as they are filed in 1957 and 1958. 

In all of these fields we will also be faced with the necessity of handling appli- 
eations for renewal of outstanding authorizations, for transfer, and assignment 
of such authorizations, for numerous minor changes, for experimental opera- 
tion, ete. Our basic program for 1957 and 1958 is to remain reasonably current 
in the consideration of such applications. 

This budget document is a very conservative request for funds to carry out 
the Commission’s responsibilities imposed by law and is based on past experience 
and a realistic consideration of the general level of activity expected. We cannot, 
however, neglect to point out the precarious situation developing in AM backlogs. 

The following tables A and B show the average employment by activity and 
organization devoted to broadcast activities during 1956 and our estimated 
requirements for 1957 and 1958. 


88278—57—pt. 2——24 
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Taste A.—Average employment by activity 





1956 actual | 1957 estimate | 1958 estimate 





Television (TV) ; : 84.5 86. 6 
Standard broadcast (AM). i é 108. 0 127.5 
Frequency modulation (FM)_-.--------- 10. 2 
Ck, chien bh bes smite sddnncnns destin mubiouin Lies 6.8 


Total, regular broadcast... ..........--- beebhe akWae et ‘ 209. 5 





Network study 


Grand total, broadcast activities..................--.--- 


PERSONAL SERVICES 


Mr. Tuomas. This is your broadcast activity. You go from 247 

man-years in 1957 to 255.8 man-years in 1958 in the field of br oadcast. 
It is broken down to 92.9 for television in 1958 against 866 for 1957. 

Then, on your standard broadcasts, it goes from 127.5 in 1957 to 144 
in 1958. 

Other services remain almost the same, going from 8.2 in 1957 to 
8.8 in 1958. 

Frequency modulation remains practically the same, being 10.0 in 
1957 and 10.1 in 1958. Is that your entire personnel load for the 
Bureau ? 

Mr. Kenenan. Yes, sir. 

Mr. Tuomas, This table on page 43 doesn’t add anything to the one 
on page 44 or vice versa. Page 44 breaks it down into the bureaus 
inside the -—— 

Mr. Kenenan. Activity. 

Mr. THomas. Let us put that table at the top of page 44 in the 
record. 

(P. 44 is as follows:) 


TABLE B.—Average employment by organization 


| 
1956 actual | 1957 estimate | 1958 estimate 





Broadcast Bureau ; 176.0 

ne  cemsennpnabedee t 21.0 

Office of Orinions and Review 24 # 

Dockets Division, Office of Secretary f 10.7 
Total, regular broadcast 

Network study group 


Grand total, broadcast activities 





WORKLOAD DATA 


Mr. Tuomas. You have a lot of good tables showing your workload, 
what you had in the beginning of certain years and w what you accom- 
plished, and then what was left over. That is the test. 

Your tables start on page 63 and there are 8 or 10 pages of them, and 
when you get through, can you summarize them, irae the work- 
load, the cases pending at the beginning of 1956 and 1957 , your estimate 
for 1! 958, what you are disposing of in broadcast and what is left over, 
and when you do that you have just about told the tale, haven’t you? 





With that further information, what is your period? You can’t 
break down the period from the time an application is filed in any of 
your various fields of broadcast until it is disposed of. Some may last 
5 years and some may last 3 or 4 months. 

Mr. McConnaveuey. That is right. 

Mr. Tuomas. Can you break it down between AM, FM, television, 
and number of applications pending for 3 years, the number disposed 
of in 3 years, what is left over, and 1 big: total showing the number 
of stations in operation? You set that out in a lot of tables beginning 
on page 63. Can you summarize that? 

Mr. McConnavouey. I believe that could be summarized, for in- 
stance, if we would be permitted to do that and supply it for the 
record. 

Mr. KeNnEHAN. We would have to furnish it for the record. 

Mr. Cox. Those are graphically presented in this chart. 

Mr. THomas. What page is that on? 

Mr. Cox. Page 45 shows the television picture. We can supply the 
figures on there. 

Mr. Tuomas. That tells the tale. 

Mr. Cox. And the next page shows the number of station authoriza- 
tions on June 30 of each year for the last 6 years, and that kind of 
information is presented with respect to each of the broadcast services. 

Mr. McConnavucuey. There are 3,200 AM radio and about 630 
television and about 550 FM. 

Mr. Tuomas. Is there any slowing down in the number of applica- 
tions in all three fields? How many new applications do you have? 

Mr. McConnavcuey. They are increasing in AM and not much 
increase in FM. Television, coming to the hard-core cases which take 
a lot more time as I told you last. year, if we go forward with the 
deintermixture to try to utilize the channels, we anticipate a sub- 
stantial increase next year. 

Mr. Tuomas. I think it might be well in order to make a complete 
picture, because the staff as well as the Commission spends a large 
part of their time in modification and 

Mr. McConnavcGuey. Rulemaking. 

Mr. Tuomas. Put in a table. You have a lot of good narrative, 
but put in a table showing the changes and modifications. 

(The information requested i is as follows: ) 


Number of applications pending before the Commission for more than 24 months 
I 4 


Experi- 

mental, 

develop- 
}mental, ete, 


- ae - a - — o— aamememn oo peacetime ei = a= 


June 30, 1955_...-.- ; + ine eames 9% 26 175 
ED EL EG uccet cacdeuwes obtain ned 22 43 336 
BN IE sites sea ins Achaiah AG ad beD lake day Dect lh 3 43 209 
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TV broadcast applications iqouhonring) received, disposed of, and pending as of 
une 30 





1957 198 
(estimated) | (estimated) 


Received: 
New and major changes 270 
Supple'r ental and continuing 1, 038 
118 


Assignments and transfers 115 
Total received 1, 541 


Disposed of: ! 
ew and major changes : 249 
Supple ental and continuing 1, 242 | 
Renewals 118 
Assignments and transfers. ...............- cites 115 


Total disposed of 235 1, 724 

Pending: eee Mi ay acl 
New and major changes 112 
Supplemental and continuing 100 

Renewals 19 

23 


Total pending 254 
Total authorized TV broadcast stations 684 


Total licensed TV broadcast stations 385 








1 By grant without hearing or designation for hearing. 


AM broadcast applications Cuanbanneae) received, disposed of and pending as of 
une 30 


1957 1958 
(estimated) | (estimated) 


Received: 
New and major changes 
Supplemental and continuing_. 


Assignments and transfers-......--....-.....-----.---+--- 
Total received 
Disposed of: ! 


ea Se. onc ondaapucecessovcesesepaes 
Total disposed of 


Pending: 
New and major changes 
Supplemental and continuing 
Renewals 
Assignments and transfers 


Total pendi 
Total authorized AM broadcast stations 
Total licensed AM broadcast stations.....................-.-- 








1 By grant without hearing or designation for hearing. 
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FM broadcast applications (nonhearing) received, disposed of and pending as of 
June 30 


1956 1957 1958 
(estimated) | (estimated) 


Received: 
Weenand major changes --..._..........-....2.2--2...-... 133 140 140 
Supplemental! and continuing ___.___ wad 289 295 300 
195 195 195 
I SUNN a win nce seneaneanhevecenewews 82 82 82 


Total received 699 712 
Disposed of: ! 


New and major changes 140 
Supplementa! and continuing 295 
Renewals 4 195 | 


New and major changes 21 
Supplemental and continuing 21 
Renewals ! 45 
13 

100 

682 

646 


1 By grant without hearing or designation for hearing. 


Ausiliary, experimental, developmental, etc., applications received, disposed of and 
pending as of June 30 


| 
1957 (esti- 19%8 (esti- 
mated) 


3, 055 
3, 055 
919 
dgoun eankaied : 3, 190 
Total licensed stations. -----._..--.-- aden 7 2, 690 
‘Grand total applications received ..............-.....--....-. 9, 198 
‘Grand total applications disposed of- - - wal S ocapstiaaedl 
Grand total applications pending June 30----- ‘ 
Grand total authorized stations, June 30. ._....... 
Grand total licensed stations, June 30-- 


SPSSSSEB 


a0 


NMP Oyoge gogo 
on 


| $8 





1 By grant without hearing or designation for hearing. 


Sarety AND Sprecrat Rapto Services Activities 


Mr. Reporter, put in pages 83 through 87 at this point. 
(The pages referred to are as follows :) 


Ill. Sarery AND SpecraL Rapio Services AcTIvITIES 
A. GENERAL STATEMENT AND HIGHLIGHT SUMMARY 


The safety and special radio services represent the private use of radio 
communication facilities by the general public for safety and business purposes 
as distinguished from the direct public service rendered by the common carriers 
and broadcasters. They provide communication for ships and aircraft; the 
manufacturing and construction industries; public utilities; petroleum opera- 
tions; agriculture and mining; State and municipal police; fire and highway 
departments; disaster organizations; railroads, buses, trucks, and taxicabs. 
They comprise, by far, the largest number of stations licensed by the Commission. 

In last year’s budget we spoke of the need to embark upon a detailed review 
of existing policies in the light of our experience over the past 10 years. We 
pointed out how such a program was essential if industrial America is to obtain 
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the benefits now possible from the vast technological advancements that have 
been achieved in the field of radio during this period. The program which we 
estimated could be completed in about 3 years and at a relatively modest cost, 
is currently under way. 

One of the most important aspects of any program involving the issuance of 
license authority is the adoption of procedures which will permit prompt action 
on applications so that our administrative processes will not become a bottleneck 
to an expanding and increasingly efficient economy. Hence, the emphasis in 
this year will be to devise means of opening the “door” to radio use and make 
radio available to persons not presently eligible. 

The average delay before an application was reached for consideration in June 
1956 was 5.5 weeks. It is predicted that this will rise to 8 weeks by June 1957. 
The estimates included in this budget provide for an estimated timelag of approxi- 
mately 12 weeks by the end of fiscal 1958. 

A glance at the application statistics, we believe, will serve to illustrate the 
problem the Safety and Special Radio Services Bureau faces in this regard. In 
1949 there were approximately 87,000 applications received; in 1952 the number 
was 142,000; in 1956, 170,000. For 1957, 182,000 are predicted and for 1958, 
186,000. It is apparent from these figures that we must carry forward our cur- 
rent study calling for revision of present rules and procedures to completion if 
the best interests of the public are to be served. 

In addition to our program involving the processing of applications, the bureau 

will be engaged in several other special problems during the next 2 years. 
_ First and foremost is the preparation necessary for the forthcoming Radio 
Conference of the International Telecommunications Union to be held in calendar 
1959. The purpose of this meeting will be to revamp and revise the regula- 
tions and frequency allocations adopted in 1947 at Atlantic City and by the 
EARC in 1951. While most of the agreements reached at the previous meetings 
relate primarily to common carrier, broadcast, aviation, and marine matters, 
the forthcoming Conference will probably have a profound effect on public 
safety and industrial radio problems, since the question of the use of frequencies 
between 25 and 50 me for long-distance “scatter” communications will have a 
high place on the agenda. Many of our industrial licensees, as well as police 
and other public safety groups, have systems licensed in this part of the spectrum. 
Preparation for the meetings will involve conferences at the local and national 
level with representatives of industry, State, the military, and other Govern- 
ment agencies. The place will be accelerated greatly immediately before and 
during the Conference, and additional personnel over normal day-to-day require- 
ments will be required for this very important work. 

Another item of importance concerns compulsory radio installations fer pas- 
senger-carrying small boats. This has been occasioned by recent congressional 
enactment of a measure to compel about 3,000 additional vesels carrying 6 or 
more passengers to install approved 2-way radio. The amendment to the Com- 
munications Act will become effective March 1, 1957. Its implementation will 
require the amendment of the Commission’s rules governing marine matters 
plus an intensive and continuing educational, monitoring, inspection, and en- 
forcement campaign. This workload, other than monitoring and inspection, 
will fall on the Marine Division and the Law Enforcement and Procedures 
Office. And, finally, a problem which will require the attention of the Bureau in 
the coming fiscal year is the recent decision of the Commission to hold com- 
prehensive hearings on the microwave problem in calendar 1957. The question 
of the use of private microwave point-to-point communication systems is one 
of unusual complexity, not only from the purely engineering aspects such as 
adequate technical standards and frequency capacity, but of even more impor- 
tance are the evaluation of the economic consequences that may flow from wide- 
spread use of those systems, particularly as such use might affect common car- 
rier facilities, both wire and radio. 

The following charts show the actual and estimated growth of stations and 
the application workload in these services during the years 1953 through 1958 : 
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This budget will enable us to cope with administration of the above stations, 
now approaching one-half million in number of authorizations, and to press 
forward our 3 essential and urgent programs of international conference prepa- 
ration, surveillance of 3,000 smaller vessels now required to carry radiotele- 
phone installations, and to maintain a speed of processing applications to hold 
the backlog to appoximately 12 weeks. 

The following table shows the actual average employment used by each major 
activity in 1956 and estimated for 1957 and 1958: 





1228 
Table A.—Average employment by activity 


Activity 1956 actual | 1957 estimate} 1958 estimate 


~~ 
on 


‘e 
rt Dt Oe 


PSA SNN 


omor-4# 0 
- 
= G5 =e 
sls 


On KON oNWN OD 


~ 
= 
Sipe 


128. 9 


1 Includes a secretary whose services are contributed by the Commission to the Radio Technical Com- 
mission for Aeronautics. 
? Includes the services of a Commission engineer who serves as executive secretary for the Radio Technical 
for Marine Services. 


The following table shows the actual average employment by organization in 
1956 and estimated for 1957 and 1958: 


TABLE B.—Average employment by organization 


Organization 1957 1958 
estimated estimated 


‘Office of Bureau Chief 

Law, Enforcement and Procedures Office 

Aviation Division 

Industrial Division 

Land Transportation Division. ............-..-.-.-.-.-..--.- 
BN li ti csi bin nillinin celina iamiian 
Public Safety and Amateur Division 


Subtotal, Safety and Special Bureau 
‘Office of Hearing Examiners _-_..............-... 
‘Office of Opinions and Review. ...............-- 
Dockets Division, Office of Secretary 
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1 Includes a secretary whose services are contributed by the Commission to the Radio Technical Com- 


mission for Aeronautics. 
2 Includes the services of a Commission engineer who serves as executive secretary for the Radio Technical 


‘Commission for Marine Services. 


Mr. Tuomas. Again, this table on page 85 is awfully expressive. 


SUMMARY OF APPLICATION STATISTICS 


Can you break that down? I notice for 1956 you received in special 
=e 165,000 applications. Can this be right? And, you disposed 
0 

Mr. Piummer. For the full years 1956, 1957, and 1958, including 
the average backlog, this is a summary of all the tables. 

(The information requested is as follows: 


Summary of application statistics 


1956 actual | 1957 estimate} 1958 estimate 


Applications pending beginning of year__................--- ; 9, 353 17, 803 27, 420 
Applications received 170, 496 182, 013 186, 210 


Total workload 179, 849 199, 816 
Applications disposed of 2 162, 046 172, 396 
Applications pending end of year. .................---.---.-.-- 17, 803 27, 420 
Average backlog in weeks__..._......- cheiiadiieacmnad bid aaacakie siete 5.5 8.0 
5 a cs ausinannnneninanabenn 3s 84.1 84. 6 
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Mr. Tuomas. You are almost current. You disposed of 165,000 
but you have pending 15,000 and that is where you jump from what? 
You want to go up to 12 weeks and where are you now ? 

Mr. Piummer. At the present moment we are about 5 weeks be- 
hind but the spring rush of applications has not started to come in 

et. 
F Mr. Tuomas. What is the total granted so far now? 

Mr. PLumMER. 338,000 systems. Those are not transmitters. There 
are about four times that number of transmitters. We have a number 
of mobiles. 

Mr. Tuoxtas. One police system would have how many mobile units, 
generally ? 

Mr. Ptummer. It averages about four mobile units in a system. Of 
course, there are a great many of them that have hundreds of mobiles. 

Mr. Tuomas. This figure of 390,000 systems could be actually 1 
million or 1,500,000. 

Mr. Ptummer. About 1,200,000. 

Mr. Tuomas. Stations? 

Mr. Ptummer. Transmitters. 

Mr. Tromas. On page 86: 

The following table shows the actual employment or the average employment 
by activity. 

Now what is amateur ? 


AMATEUR RADIO SERVICE 


Mr. Ptummer. The amateur radio service is one of our most popular 
in terms of number. Some very famous people are amateur radio 
enthusiasts. They are one of our oldest users of radio. 

Mr. Tuomas. Then you have aviation, industrial, land tr ansporta- 
tion, marine, which jumps quite a bit and includes the service of a 
Commission engineer who serves as executive secretary for the Radio 
Technical Commission for Marine Services. That is an increase this 
year to implement this law that goes into effect in March, is that 
right ? 

Mr. McConnaveney. Yes, sir. 

Mr. Tuomas. Then on public safety, enforcement and hearings— 
your hams are your amateurs. They are your best policemen, aren’t 
they? 

Mr. Ptummer. They police themselves. 

Mr. Tuomas. They are the best policemen you have for the whole 
spectrum. They help the regular enforcement, ‘don’t they 

Mr. Barttry. If they get interfered with, we find out about it 
pretty fast. 

Mr. Tuomas, They have a nice organization and it is a fine adjunct 
to the industry. 

Mr. McConnaveuey. It isa rather potent organization, Mr. Chair- 
man, if you ever try to fool around and take anything away from 
them. 

Mr. Barttey. It is a terrific training pool. 

Mr. Mack. They have been able to get special license plates in 
most States, which is rather unusual. 

Mr. Vorsett. That speaks pretty well for the country. 

Mr. McConnaveuey. That is right. 
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AVIATION SERVICES WORKLOAD 


Mr. Tuomas. Let us put the table on page 91 in the record at this 
point. 
(P. 91 is as follows :) 


Some increase in aircraft licensing is anticipated. The estimated situatig, 
for 1957 and 1958 compared with 1956 is set forth in the table below : 





j I 
1956 actual | 1957 estimate | 1958 estimate 














Ths | | Cre 
Applications pending beginning of year_.............--.--.-.- 981 11,771 2. 901 
PT ISIN, S005 e cca ucdocusthosutiolcsdecetceoseecs 23, 509 23, 600 24,61) 

— —_—-] — - ee ies 

Total werdead......w 056 sesck wens. e peqeesuapetns | 24, 490 25, 371 77, Bil 

Rap enee Oia il a ce cliesie ct | 22, 719 22, 470 22, 4 

Applications pending end of year_...........-.-.---.--..--.-.- 1,7 } | 2, 901 | 5, 041 

ne ee 522 | Stacocecerestuvouee | 4.0 | 6.7 | 1s 
(5) Caleulation of budget estimate: | | 

CE dt ie nesoneencsoonses | 8.4 | &4 

Tee en oatewnbneeln | 2, 497 2, 675 | 2.673 








1 Actual. 


Mr. Trromas. If we put all these good tables in the record which 
have all these breakdowns, we will certainly have too much material, 


PUBLIC SAFETY SERVICES WORKLOAD 


Here is a table on page 102. 


The establishment of the classification of Governmental Emergency Radio 
Service which is expected to result in a steady overall increase in applications 
for radio station licenses during 1958. This Service will provide for the con- 
solidated communication requirements of the several governmental entities of 


States and local agencies and will require changes in licensing procedures, A | 


summary of the anticipated licensing workload is shown in the following table. 


Insert that table, Mr. Reporter. 
(P. 102 is as follows:) 





paewee ve es . ties T 
| 1956 actual 1957 estimate 1958 estimate 











915 











Applications pending beginning of year. _............-........ 791 1,M4 
ND III. « cet cilhitcs den Sgn bobs ogmindigasicinacepens | 11, 550 12, 458 13, 610 
' 

Te | 12, 341 | 13, 373 15,451 
Applications disposed of_......._. Pe dkdgnvbbtinvla> clntnwewkiet 11, 426 | 11, 532 12, 48 
Applications pending end of year. --...-.--..---------------.- | 915 | 1, 841 2, 903 
IN ona cdawanesenccadstocecne Cominicemanitedion 4.1 8.3 11.5 
(5) Calculation of budget estimate: | 

I i es eenemndiaeicions 14.3 | 12.4 136 
PUMIUIV ON GING oebncccardgabbsdcccwnddodesoccccssetss 814 | 930 930 


| 


INDUSTRIAL SERVICES WORKLOAD 


Mr. Tuomas. Let us put the industrial services table, on page %, 
in at this point. That is a tremendous one. 
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(P. 93 is as follows :) 


| | 
| | e 
1956 actual | 1957 estimate | 1958 estimate 




















—___———_ 








ieati endi inni yr 953 | 3, 129 | 3, 127 
Applications pending beginning of year- ------ Siew snbeek iets 1, 95 12 " 
Applications NOOO POG xs erie anh 2 <4 o's Sap d dee snes -one-2=2 | 17887 | _19, 270 Ret ton 20, 825 

iykel workload ...-.....----0--00+--202-0-n0-n-ere---~-- 19, 828 | 22, 399 23, 952 

ar iat, awk Gn a 19. 345 

lications disposed of-......-..-.---.-------------- kuhpids 16, 699 19, 272 19, 345 
Ape tications pending end of year. _........-.----- seabed 3, 129 | 3, 127 4, 607 
Backlog, in weeks_----.-..------ Laaeet hawinas . ah 9.7 | 8.4 | 12.4 
Calculation of budget estimate: ; inet 

Personnel requirements... -......-.-..------+----2+-4.--s4<- 24.1 26. 4 | 26. 5 

DCIEY GUE, . conachadnuncinndmadme caiiathiartadouidiamaall 693 730 | 730 


Mr. THomas. It shows the total workload for 1957 was 22,399. For 
1958 it is estimated it will be 23,952. 

In applications received, there are 19,270 anticipated in 1957 and 
90,825 estimated in 1958. ~ 

The applications disposed of, 19,272 in 1957 and anticipated in 
1958 as being 19,345. 

Then in applications pending at the end of the year there are antici- 
pated to be 3,127 in 1957 and a 4,607 carryover for 1958. ' 

What does your experience up to January 1 indicate compared with 
your estimate for 1957? 

’ Mr. McConnaucuey. Almost on the button, aren’t we? 

Mr. PrumMer. In the overall, the estimates and receipts are running 
pretty well. ‘The industrial one is running a little bit higher in the 
last 2 months but it averages out. 

Mr. THomas. Are you running behind your schedule in your output? 

Mr. Piummer. In industrial ? 

Mr. Tuomas. Yes. 

Mr. Ptum™Mer. We are about 5 weeks behind now. 

Mr. THomas. When you made that estimate for 1957—did you 
anticipate a greater period than 5 weeks? 

Mr. PLrumMer. We did at the end of the year. 

Mr. Tuomas. This is 1957. Of course you are painting a gloomy 
picture for 1958. You anticipate you might require 12 weeks. 

Mr. Prummer. In the 1957 budget we presented we estimated about 
11.8 weeks at the end of the year. 

Mr. Tuomas. To the end of the year? 

Mr. PuumMer. Yes, sir; at the end of the year. We have been doing 
alittle bit better on productivity per person this year and that is why 
that figure came down from 12 to 814. 

Mr. Tuomas. Is this a situation in which even if you had all the 
manpower in kingdom come you could not cut it down lower ? 

Mr. PrumMer. You could knock it down lower with a lot less man- 
power than that. 

Mr. Tuomas. Of course that is an overstatement. Is this a problem 
to which the entire answer is manpower ¢ 

Mr. Piuwer. Yes; in my opinion it is. In 1954, I believe was the 
year, the Congress gave us extra money in this field. We pulled the 
backlog down to about 2 or 3 weeks and held it there for the rest of 
the year and returned $64,000. 
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Fietp ENGINEERING AND Monrrortne Acriviries 


Mr. Tomas. Good, good. Now let us put pages 106, 107, and 19g 
into the record. 
(The pages referred to are as follows:) 


IV. FIELD ENGINEERING AND MONITORING ACTIVITIES 


The first part of this section presents a general statement and highlight syp. 
mary of the estimates for the Field Engineering and Monitoring Program» Tp 
second part sets forth the details. 


A. GENERAL STATEMENT AND HIGHLIGHT SUMMARY 


Public demand and needs of industry determine many of the regular functions 
of the Field Engineering and Monitoring Bureau. Enforcement of the radip 
communication laws accounts for the others. Since demand for our service hay 
been continually growing, our workload continually increases. The expanding 
use of radio by industry not only for communications purposes but for industrial 
processes creates a constantly expanding need for our assistance to industry, 
Our personnel complements have not been tied proportionately to industry 
expansion. We have resorted to organizing or encouraging self-help groups 
and have created procedures from which excellent accomplishments haye re 
sulted. The thinness of our efforts is apparent. This budget presents a map 
power level which continues to take a calculated risk rendering service in the 
most critical areas. In the field of enforcement, our sampling processes ap 
thinner than ever with new areas of noncompliance appearing each year. User 
committees and self-help committees tend to check these lawless growths, and 
are earnestly fostered. Our efforts in launching the Cooperative Interference 
Committees on a national scale with the support of important groups and per 
sons have proved worthwhile. 

Basically the principal functions of the Field Engineering and Monitoring 
Bureau are— 


(1) to maintain law and order in the radio spectrum and 
(2) to render service to the general public, industry, and Government, 


These functions are divided into two basic groups entitled Monitoring ané 
Enforcement. Correlation is provided by the headquarters departmental! service, 

Monitoring describes the process of observing and measuring radio signals to 
make certain that operating procedures and technical signal characteristics are 
in accord with station authorizations, applicable laws, regulations, and treaty 
agreements. By painstakingly observing the radio spectrum, the Commission 
detects and locates clandestine or unlicensed stations and sources of radio 
interference. Through its direction finding network, the Commission partic 
ipates in the national Search and Rescue program by furnishing positional 
fixes, upon request of the Coast Guard, CAA, and other agencies, to assist 
lost or disabled ships and aircraft. Monitoring the spectrum also results in 
the collection of valuable data on actual frequency usage required by the United 
States for proper frequency management and as an aid in international negoti- 
ations regarding frequency allocations. No increase in average employment 
has been requested for monitoring. 

Enforcement activities comprise ship inspections, inspections of land and alt 
craft stations, investigations of illegal, clandestine, or unauthorized radio oper? 
tions and activities, engineering surveys, the administration of radio operator 
examinations, and service to the public in numerous other categories as required. 

During 1953-54 and subsequently, our ship inspection program has been, by 
budgetary direction, drastically reduced in the field of compulsorily equippel 
ships. As a result thereof, United States vessels which carry passengers receive 
only 1 detailed and 1 routine inspection per year; United States cargo vessel, 
many of which carry up to 12 passengers, may be inspected only once per yeal. 
We are able to inspect foreign vessels only upon request. 

Experience has shown that with less frequent inspections of radio-equippel 
ships there is a danger of deterioration in the radio equipment. Companies have 
shown in many cases that they will not accept the responsibility of inspecting 
and maintaining their own equipment. This distressing lack of care and upkeep 
of the vital radio equipment installed for the protection of lives and properly 
has been accompanied by widespread disregard for rule, international treaty 
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and even common decency among the operators of certain small craft. This 
jatter condition resulted in budgetary allocation in 1957 of approximately 10.2 
average employment for the purpose of ferreting out the operators guilty of these 
offenses. Many escaped identification by their “underground” type of operation, 
failure to use their ship’s assigned call letters, adopting fictitious names or iden- 
tification and, in general, maintaining a surreptitiousness throughout their oper- 
ating periods. Regular inspections of these vessels had for some years been 
impossible due to personnel shortages. Concerted efforts are being made to bring 
these violators to justice. In this effort the Commission has received very worth- 
while assistance from many responsible marine organizations, individual users, 
powerboat squadrons and other law abiding licensees on the small-boat radio 
frequencies. It is urgent that the enforcement of treaty, rule, and regulation on 
the small-boat frequencies be continued in 1958. 

Industry has been requested to assist the Commission in its important en- 
forcement tasks through “self-help and user committees.” Such a program will 
not always reach those who have been found to be the most chronic violators. 
for these and other reasons the increased staff of 10.2 average employment made 
available in 1957 must be continued in 1958 for our small-boat enforcement pro- 

The new ship inspection obligations placed upon us by Public Law 
985 will require the inspection of approximately 3,000 compulsorily equipped 
yessels. Approximately 2,000 of these vessels can be inspected in 1958, requiring 
an average employment of 10.7. 

With the increased use of industrial (radio) heaters, diathermy machines, 
radio-controlled garage doors, electrical machinery, and appliances which cause 
radio interference, now being subject to regulation, the Commission is faced 
with greater responsibility in administering and enforcing parts 15 and 18 of 
its rules. Complaints of interference caused by equipment and devices subject 
to parts 15 and 18 of the rules must be investigated to protect safety and emer- 
gency communications as well as broadcasting, from interference. Formal] legal 
action is necessary in some instances to attain compliance with the rules. We 
have experienced an epidemic in the operation of well over a hundred unlicensed 
TV booster stations. A general breakdown of compliance would pose a sizable 
enforcement problem on the VHF and UHF bands. No increase in personnel 
has been requested in the belief that favorable court decisions will be forthcoming. 

Tepartmental.—The duties of direction, planning, supervision, analysis, and 
review continue to require the full time of the existing staff. Additional plan- 
ning for the 1959 international radio conference is required. We are con- 
sryatively requesting the services of one person to assist the Chief of the Bureau 
with reference to matters affecting radio operators, radio monitoring, inspections, 
and other field activities. A request is being made to increase the departmental 
staff by two persons who will handle the backlog on applications involving 
antenna processing that is expected to accrue during 1957. The Bureau is 
already running slightly behind in its application processing and the lag is 
expected to increase. 

The Bureau's radio operator card file, which now contains records of more 
than 1 million authorizations, has a backlog of well over 200,000 cards. Per- 
sonnel provided in the 1957 budget will reduce this backlog and we should be 
reasonably current at the start of the next fiscal year. 


Summary 
The@verall staff for the activity for a 3-year period follows: 


Average employment 
Organization unit 


1956 aetnal | 1957 estimate | 1958 estimate 


53.6 55.3 58.3 
148.7 | 148. 7 159. 4 
136.0 | 140.0 140.0 


357.7 
5 
7 


345.2 | 358.9 


Total, field E. and M. Bureau 338.3 | 344. 0 
s and review | .t 5 
7 
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PERSONAL SERVICES 


Mr. Tuomas. Let us look at the field engineering and monitoring 
activity. This table on page 108 shows the. ane breakdown, 
creer eta for 1957 being 55.3 as against 58.3 for 1958. 

Enforcement goes up from the estimate in 1957 at 148.7 to 1 59.4 in 
1958. 

Monitoring remains the same for 1957 and 1958 at 140.0, 

You have an increase of about 13 positions, 358 against 345 for last 
year. 

Then you break it down further into the Office of Bureau Chief with 
9.6 in 1957 and 10.6 in 1958; Monitoring Division 5.9 in 1957 and 5.9 
in 1958 again. Inspection and Examination Division remains: the 
same in 1957 and 1958 at 6.7. In the Engineering Division, it is 116 
in 1957 and goes up to 13.6 in 1958. Then the Field Operating Divi- 
sion remains the same in 1957 and 1958 at 21.5. This is departmental 
employment. It says: 

The duties of direction, planning, supervision, analysis, and review continue 
to require the full time of the existing staff * * *. The Bureau is already run- 
ning slightly behind in its application processing and the lag is expected to 
increase. 

Do you have any particular outstanding events that happened to the 
Division this year? Do you anticipate any for next year? Have you 
caught any very bad performing stations ? 


ENFORCEMENT ACTIVITY 


Mr. Turner. Mr, Chairman, the Commission authorized us an in- 
crease of 10.2 man-years to attack the small-boat problem that was 
qpite acute, especi ially in the gulf area. I have an exhibit that I would 
like to place with the committee. 

Mr. Tuomas. Let us put the table on | page 118 in the record where 
it shows the activity has gone from 148.7 in 1957 as a total to 159.4 for 
1958, that latter figure bemg anticipated. 

(P. 118 is as follows :) 


| Average employment 
Activity Saas hii i ‘ sonia 


1956 actual a | 1957 estimate | 1958 estimate 


(a) Ship inspection. ------ xno 20.0 | 30. 2 | 
(6) Land and aircraft inspection _- MUMS chika bcededs sacks] 22.0 | 16.0 
(c) Operator examinations-_................----.----- ‘ | 29.1 | a 
(d) Investigations... Srotgiieissinopeibiapibarabiinte 49.0 49.0 
(e) Engintéering studies and Measurements______- 18. ‘ 11.7 
(f) Public service ..-__._..-..- Sails eds de | cia dllllal 11.5 | 10. 
(g) Application processing -- ee idedcien 3.9 | 3.9 | 


148. 7 





RADIO OPERATOR EXAMINATIONS 


Mr. Tuomas. That is the enforcement activities. How many oper- 
ator examinations do you hold this year and how many next year! 

Mr. Turner. We have a table, which is on page 121. 

Mr. Tuomas. There is no end to these applications or examinations. 
Will you insert the workload picture beginning at item 4 on page 121 
into the record at this point? 
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(P. 121 is as follows:) 


—— oT ft 
Type | 1956 actual | 1957 estimate | 1958 estimate 


ee es ee ee Te ae Te 


applications received ______-- 53, 959 56, 000 | 58, 000 
ur examinations conducted '___- 52, 657 55, 000 | 56, 000 

ial applications received... ......~-- ‘ 265, 968 267, 000 269, 000 
mercial examinations conducted__- ae | 34, 160 35, 000 | 37, 000 
(ommercial licenses BE 4 ces. ct bietadastechiaks pass 218, 768 220, 000 230, 000 


—— = ~~ - et . — 


iGonditional, technician, and novice examinations, 1956: 34,250. These will continue to be conducted 
by volunteer examiners in 1957 and 1958; the grading of the papers must still be accomplished by field engi 


peers. 


Mr. Tuomas. This shows amateur applications received in 1957 as 
king 56,000, and in 1958 it is anticipated 1t will be 58,000. 

Then the amateur examinations conducted, 55,000 in 1957 and 
6,000 in 1958. What is your experience so far in 1957 up to January 1 
some other period of time ? 

Mr. TurNER. The applications are increasing, as we have indicated 
re, and I now anticipate even to a greater extent than we had 
stimated. 

Mr. Tuomas. Then under commercial applications received you had 
$7,000 in 1957 and 269,000 in 1958. This is your estimate for 1957, 
ind does it run true to your estimate ? 

Mr. Turner. That is true, and I think to a considerable extent this 
ius been brought about by attempting to clean up the small-boat 
9 ie in the gulf and in the Atlantic and Pacific Ocean area. We 
we finding many places where they are operating without licenses and 
ware serving them notice under the Administrative Procedures Act. 
They are coming in and getting additional licenses. 


FIELD OFFICES 


Mr. Tuomas. How many field offices do you have now ¢ 

Mr. Turner. Twenty-four field offices. 

Mr. Tuomas. Where are they located ? 

Mr. Turner. We show a list on page 137 of our justifications. It 
ists all of our field offices, our suboffices, which are 5, our 2 marine 
ilies, and 18 monitoring stations, continuing through page 141. 

Mr. Tuomas. You have them by districts? 

Mr. Turner. Yes, sir; district headquarters for field offices and the 
ieation of each district office. 

Mr. Tuomas. It goes through page 141; is that right ? 

Mr. Turner. Yes, sir. Those are the monitoring stations. 

Mr. Tuomas. Leave out the addresses. That won’t be necessary. 
The name of the town will be enough. What is the total of them? ~ 

Mr. Turner. Forty-nine. 

Mr. Tuomas. We will put in that list which we have just been 
iivussing, which is shown on pages 137 through 141, inclusive. 





1236 


Pp. 137 through 141, inclusive, are as follows: 
P £ 


Federal Communications Commission—Field offices and stations 








7 re 


Location Location (suboffice) 





i 


Engineer in charge, Boston, Mass. .-.........._--- 
Engineer in charge, New York, N. Y-.-..-...-- 
Engineer in charge, Philadelphia, Pa. ee 
Engineer in charge, Baltimore, Md_....-...--- “ 
Engineer in charge, Norfolk, Va...............-.- 
Engineer in charge, Atlanta, Ga_____- el Radio engineer, Savannah, Ga. 
Engineer in charge, Miami, Fla aid 
Engineer in charge, New Orleans, La--..-- | Radio engineer, Mobile, Ala. 
Eugineer in charge, Houston, Tex................| Radio engineer, Beaumont, Tex. 
Engineer in charge, Dallas, Tex . 
Engineer in charge, Los Angeles, Calif Radio engineer, San Diego, Calif. 
Engineer in charge, San Francisco, Calif.. 
Engineer in charge, Portland, Oreg-_- 
Engineer in charge, Seattle, Wash_-_--- 
Engineer in charge, Denver, Colo. - .-. 
Engineer in charge, St. Paul, \ inn wdteull 
Engineer in charge, Kansas City, Mo____---..----| 
Encineer in charge, Chicago, Ill 
Engineer in charge, Detroit, Mich_... 
Engineer in charge, Buffalo, N. Y---- 
Engineer in charge, Honolulu, T. H-_. 
Engineer in charge, San Juan, P. R Dc 
Engineer in charge, Anchoraze, Alaska. --- Radio engineer, Juneau, Alaska. 
Engineer in charge, Washington 25, D. C } 


Seow rhonw- 








MARINE OFFICES 


Marine supervisor, Tampa, Fla. Marine supervisor, San Pedro, Calif, 
PRIMARY MONITORING STATIONS 


Engineer in charge, Allegan, Mich. Engineer in charge, Portland, Oreg. 
Engineer in charge, Grand Island, Nebr. Engineer in charge, Powder Springs, Ga. 
Engineer in charge, Kingsville, Tex, Engineer in charge, Santa Ana, Calif, 
Engineer in charge, Laurel, Md. Engineer in charge, Livermore, Calif, 
Engineer in charge, Millis, Mass, Engineer in charge, Lanikai, Oahu, T. #, 


SECONDARY MONITORING STATIONS 


Engineer in charge, Fairbanks, Alaska. Engineer in charge, Denison, Tex. (Am 
Engineer in charge, Fort Lauderdale, brose) 
Fla. Engineer in charge, Searsport, Maine, 
Engineer in charge, Chillicothe, Ohio. Engineer in charge, Spokane, Wash. 
Engineer in charge, Douglas, Ariz. 
Engineer in charge, Anchorage, Alaska, 
Mr. Turner. Mr. Chairman, you asked about next year. I did not 
finish my response. 
Mr. ‘Tuomas. I beg your pardon. 


SMALL-BOAT INSPECTION 


Mr. Turner. Our only increase in the field is in the marine activity. 
We are asking for an increase of 10.7 in average employment for the 
inspection and certification of these charter boats, of which there are 
estimated to be approximately 3,000, as covered by Public Law 98. 
This means inspection of the radio equipment and examination and 
licensing of the radio operators for this new commercial, compulsory 
equipped type of vessel. These are to be found from the coast of 
Maine down the Atlantic coast to the Gulf of Mexico and up the wes } 


1 Replaces Twin Falls, Idaho, June 30, 1957. 
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coast of the United States. It will be very difficult to locate these 
particular charter boats because they are small craft; but we will 
make use of the 10.7 employees that we are requesting even though 
weare spreading them awfully thin to complete the inspection. 


INTERFERENCE CASES 


Mr. THomas. On page 130, it shows the major interferences and 
complaints and sets out the origination of the complaints. 

The United States Air Force complained 337 times in 1956 and it is 
estimated they will complain 400 times in 1958. 

The Civil Aeronautics Administration, the United States Army, 
the Navy, the Coast Guard, other Government agencies, law-enforce- 
ment agencies, commercial airlines, other commercial concerns, and 
foreign governments all complain. 

You don’t list John Public here at all. Why don’t you list him? 

Mr. Turner. He is in the table that follows, headed “Major inter- 
ference cases, interference and noninterference cases.” 

Mr. Tuomas. We will just eliminate a few others. These are the 
cases Which John Public is complaining about. 

Mr. Turner. That is right. 

Mr. THomas. Mr. Reporter, put in page 130 at this point. 

(Page 130 is as follows :) 


Source of major interference complaints 


/ ! | as el 
} 


Origination 1955 1956 1957 (esti- | 1958 (esti- 


IP IONOML 64 od- 3 SS5065i505-s405scus 
SEES se 


U.8. Navy... 


U.8, Coast Guard. -__-.--.__--.--- 


400 
125 
85 
60 


mated) | mated) 

| 75 | 
Civil Aeronautics Administration __ 135 
Other Government agencies... . .- | 110 
law-enforcement agencies. - 3 45 
Commercial airlines Pir sTrRe a3 j 90 
Other commercial concerns-- Sek 76 ¢ , 030 
Foreign governments.................... satis : 20 | 20 | 20 


Major: 


Interference 


Noninterference...._____. 


Minor: 


, 812 


,127 


2, 349 
4,315 
9, 608 

36 


1, 301 | 


3, 723 


6, 548 | 


14, 056 


22 | 


2, 000 


3, 000 | 


1, 550 


4, 700 | 


16, 250 
30 


7,000 | 


' Not to be confused with rising number of cases on very high frequencies handled by cistrict offices. 


ACTIONS RESULTING FROM CRUISING ACTIVITY 


Mr. Tuomas. What about these actions resulting from cruising 
activities, alerts, and citations which appear on page 132? 

Mr. Turner. Alerts generally result from a monitoring station 
identifying a suspicious signal on the air. They alert other monitor- 
ing Stations, other networks, so that they can bring the direction 
finding equipment to bear. They also check the files in terms of 


88278—57—pt. 225 
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their previous monitoring experience in an attempt to identify the 
particular station. 

Now the next line of citations is very important because that is ap 
end result of our efforts in terms of improper operation of equipment, 

Mr. Tuomas. Will you put the table at the top of page 181 in th 
record, Mr. Reporter. 

(P.131is as follows :) 


Actions resulting from er desc activity 


——_——.., 


' | 
| 1955 1956 } 1957 1958 
| (estimate) (estimate) 
12, 000 | 
Citations....- ‘(bam Leckolidtdigneawedees wedadtl , 192 | 3, 674 | 15, 000 | 


Identifications from cruising.. 57, 76 60, 000 | 60, 500 
Identifications from surveys-..- ~~. os , 978 130, 000 | 132, 008 
Total identifications Jicis 54, 739 | 7, 25 5 190, 000 192, 
Monitoring assists (instances of help rendered by other | 
monitoring stations in difficult identification prob- | 
lems which 1 station could not solve unaided 37, 9 56, 108 61, 000 


Mr. THomas. You mean hauled them up? 

Mr. Turner. That is right; called it to their attention. 

Mr. THomas. When you call it to their attention are they vey 
cooperative ? 

Mr. Turner. As a rule, yes, sir. A Commission rule provides that 
punitive action can be t aken if they disregard it. 

Mr. Tuomas. That is fine. When you have 3,000 or 4,000 of thos 
and try to keep everybody happy, there is no telling what 3,000 a 
4,000 or 5,000 stations or 1,500,000 devices of this type can do, and 
you keep them out of everybody’s ear. I don’t see how you do it, to 
tell you the truth. 

Common Carrrer ACTIVITIES 


Mr. Reporter, pat pages 142 through 146 in the record here. 


(The pages referred to are as follows :) 


V. COMMON CARRIER ACTIVITIES 


The first part of this section presents a general statement and highlight sum 
mary of the estimates and justification for this function. The remaining page 
set forth detailed estimates and justifications. 

This section includes the estimates and justification for the Common Carrie 
Bureau and those segments of Hearing Examiners, Office of Opinions and Review, 
and Dockets Division which are engaged in common carrier activities. 


A. GENERAL STATEMENT AND HIGHLIGHT SUMMARY 


This function relates to the regulation of common Carriers (public utilities) 
which furnish interstate and foreign telephone and telegraph services to the 
public by wire and radio, and the licensing of all radio used in common carrie? 
communications whether interstate or not. Common carriers regulated consist 
of (1) some 5,000 telephone companies providing a nationwide domestic telephone 
network with 58 million telephones and gross investment of over $18 billion, (2) 
domestic telegraph carrier providing nationwide telegraph service with some 
23,000 public telegraph offices, $311 million gross investment, and (3) 18 inter 
national telegraph carriers providing worldwide telegraph and telephone net 
works by cable and radio that connect with nearly every inhabited point on the 
globe and ships at sea, $130 million gross investment. 
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The function is required by the Communications Act, international treaties, 
and Executive orders. The purpose is stated in section 1, title I of the Com- 
munications Act “* * * to make available to all the people of the United States 
a rapid, efficient, nationwide and worldwide wire and radio communication 
gervice With adequate facilities at reasonable charges * * *,” 

The public’s financial interest is indicated by the fact that the annual telephone 
and telegraph bill is approaching $644 billion for telephone alone. The public’s 
interest is evident also because these nationwide and worldwide systems are our 
communication lifelines—commercially, socially, and for defense. 

Common carriers regulated by the Commission operate as monopolies or in 
restricted competition. The Commission is responsible for securing by regula- 


PRE 








“— tion all the benefits of constantly improving service and reasonable rates that 
s normally are obtained by unlimited competition and, at the same time, avoiding 
wate) the disadvantages of unlimited competition. 
“ant Common carrier workloads are increasing, principally as a result of continued 
3,0 | rapid-growth of the telephone industry, development of new services, and 
ides changing communications requirements of the public. The highlights of this 
i,m | workload and the principal areas of deficiency in the Commission’s operations 
200 § are as follows: 
> ie The telephone industry expects to continue growing at a rate of over $2 
—_ pillion a year with expanding uses of radio and other new facilities and services 
introduced on a nationwide scale, portending a continued growth in service 
3g | Problems and numbers of applications. The Commission now receives and 
; processes approximately 5,000 applications a year for extensions of lines, radio 
7— | licenses, reduction in service, ete. 

The Commission has pending before it an extensive investigation of the 
yarious telephone private-line rates which is anticipated to extend into 1958. 

Rates for carrying TV programs, monochrome and color, are expected to re- 
very quire extensive study and probably hearings. Commission has never deter- 

mined reasonableness of rates for this service—now a $40 million a year business. 

Commission likewise has never determined reasonableness of rates for over- 
that seas telephone service—a $25 million a year business. 

In order to be in a stronger position to determine the impact upon service 
hose | requirements, depreciation rates, and cost of service, it is becoming increasingly 
0 oF important for the staff to study the many and rapid technological and: scientific 

advances in telephony such as electronic switching, new types of station appara- 
and tus, carrier systems, and various types of automation in the telephone industry. 
t, to Because of the developments in telephony, particularly in electronic switching 
and new. types of station apparatus, telephone companies are urging prescription 
of new depreciation rates. Program is being expedited as rapidly as available 
technically trained personnel permits. 

Field. studies of 10 or more large telephone companies are required in order 
to determine compliance with the prescribed accounting rules and in order to 
have reliable accounting data upon which to base rate regulation. 

Simplification of accounting requirements for telephone instruments and 
changes in instrument wiring accounting scheduled to become effective January 1, 
1957, will, in 1958, require extensive revision of the annual and monthly report 

sult | forms prescribed for large telephone companies to conform to the revisions in 

pages — accounting and to insure that significant regulatory information is not lost in 
the revisions. 

irrier Pending investigation of lawfulness of rates and regulations for all interstate 

view, | private-line telephone and telegraph services of Bell System and Western Union 
requires larger staff to analyze voluminous cost and usage data to be presented 
for the record therein. 

Western Union’s proposal to increase charges for landline haul of interna- 
tional cable and radio messages will precipitate formal international telegraph 
ities) | rate case, 

o the Domestic telegraph carrier urging government support for end of allegedly 
urriet iifair competition from telephone companies’ telegraph services by providing 
onsist | for acquisition by Western Union of such business. Present and proposed staff 
phone } will permit only brief reviews rather than overall investigation necessary to 
, (2) | resolve problem. : 

some Problems of maintaining adequate telegraph service in face of continuing 
or tequests for authority to close offices and to effect other service curtailments 
nt the require adequate travel funds for on-the-spot field investigations over the Nation. 


gnition of the tremendous growth in the use of radio facilities for domestic 
‘mmon carrier telephone and telegraph operations resulted in the establish~ 


ingens 
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ment, at the beginning of this fiscal year, of a new Domestic Radio Facilitig 
Division within the Common Carrier Bureau. A further acceleration of thig 
growth is anticipated during 1958 because of advancements in the radio art ang 
the promulgation of comprehensive regular rules and regulations to govern gyeh 
services, effective September 4, 1956. 

International problem to devise an appropriate structure for increasingly 
important nonmessage international telegraph services. 

Problems involved in the requirement of the divestment of international tele 
graph operations of Western Union must be resolved either by consideration of 
negotiated plan of sale or issuance of Commission decision in its investigatiny 
into this matter. 

Formula for distribution of traffic among international carriers, now out of 
balance by $14,500,000, must be revised. This will require extensive hearing, 

Development and installation of modern high capacity submarine cables may 
alleviate some problems and create others in the international communications 
field. 

Congestion in the radio spectrum and use of new complex techniques to provide 
additional service by radio further complicates the international -frequeney 
assignment picture. 

Several important international telecommunications conferences are pending. 
Careful preparation essential to protect United States interests and secure sup 
port for this Government’s views. 

Backlog of cases in international regulation still presents serious problem. 

Seventeen thousand sheets of tariff material received and processed each year, 

Increasing attention will be required for statistics concerning so-called miseel- 
laneous common carriers which now number in the hundreds of small business 
units. 

In contrast to the growing communications industry and increasing regulator 
problems, the staff employed in common carrier activities has been cut severely 
in recent years. The average employment in common carrier activities in 19% 
was 168.4. In 1956 the Commission was able to allot only 110.4 to this activity 
with 122.4 allocated for 1957. 

For 1958 an average employment of 130.4 is requested to permit filling some 
of the positions that have become vacant in recent years. The Commission is 
not meeting, and cannot meet, its minimum responsibilities under the Communi- 
eations Act with its depleted staff. The requested level of employment would 
permit progress on the most critical problems mentioned above but would not 
enable the Commission to overcome all the deficiencies in its operations. This 
request was arrived at after carefully considering both the Commission’s responsi- 
bilities under the Communications Act and the administration’s budget 
directives. 

The low cost of our regulation should be ample indication that the public 
receives manifold benefits from this activity and should profit in a similar 
manner from more adequate regulation. Our regulation costs $1 for each 
$8,000 the public spends on communications services. Our telephone regulation 
costs less than 1 penny per telephone per year. 

The following chart illustrates the growth of the industry versus the decline 
in the Commission’s regulatory staff in recent years: 
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COMMON CARRIER ACTIVITIES 
Growth of industry vs. Decline in reguiatory Stoff 


8 


& 8 


8 


gs 8s & 8 
Average Employment in Common Carrier Activites 
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Average employment for each principal activity for 1956-58 is shown in 
following summary and supported in the subsequent detailed presentation : 


Average employment 


1956 actual | 1957 estimate | estimate 


| 
1. Domestic telephone: 
(2) Rate regulation... -.--. PR Ges - <i Sobe 49.7 | 
(6) Service regulation. ..-......--.-.--.-------- 11.5 | 
2. Domestic telegraph: | 
EN SS ee ene ee 8. 
URN eT as ccs op nenabenmacndvscebnd 9. ¢ 
3. International: 
(a) Rate regulation. ..........-..---.-----. sae bbe 12.1 | 

(6) Service we = x 
IE ous cctsowoesscbecsws 


Total, Common Carrier Bureau. ------ 
5, Hearing examiners. bp lio ab bidet 
fae and review ....-...-- ake 
1, Dockets __ bind ghtbdudddidpetndotkeddncbi 





Total, common carrier activities - 


Mr. Tuomas (reading). 


Common carriers regulated by the Commission operate as monopolies or in 
restricted competition. The Commission is responsible for securing by regulation 
all the benefits of constantly improving service and reasonable rates that nor- 
mally are obtained by unlimited competition and, at the same time, avoiding 
the disadvantages of unlimited competition. 


GROWTH OF COMMUNICATIONS INDUSTRY 


And here is the best one that proves beyond any doubt that talk is 
not cheap. It says on page 142: 


The public’s financial interest is indicated by the fact that the annual telephone 
and telegraph bill is approaching $614 billion for telephone alone. 
















































1242 


Is that rates? 

Mr. Cowert. That is total charges for service. 

Mr. Tuomas. Here are some facts that are worth repeating, ag 
shown here on page 142 near the top where it says: 

Common carriers regulated consist of (1) some 5,000 telephone companig 
providing a nationwide domestic telephone network with 58 million telephones 
and gross investment of over $18 billion, (2) domestic telegraph carrier pry 
viding nationwide telegraph service with some 23,000 public telegraph offices 
$311 million gross investment, and (3) 18 international telegraph carriers pro. 
viding worldwide telegraph and telephone networks by cable and radio that 
eonnect with nearly every inhabited point on the globe and ships at sea, $1% 
million gross investment. 

Those are nice figures. You told us awhile ago that you had hoy 
many cases last year pending before the Commission and how many 
did you have in the courts? . 

Mr. Cowerty. The figure I gave of approximately 30 cases pending 
before the Commission is significant from the bureau viewpoint, 





PERSONAL SERVICES 


Mr. Tuomas. How many people in the bureau for 1957 ? 

Mr. Cower. 122.4. 

Mr. Tuomas. How many unfilled positions? 

Mr. Cower.. There are 119 positions filled. 

Mr. Tuomas. You want 129.4 man-years in 1958 and you have 3 or 
4 unfilled jobs. That is broken down into domestic telephone where 
you have in rate regulations 55.3 and you increase it to 58.1 next year; 
next is domestic telegraph, rate regulation, where you have 9.3 in 1957 
as against 10 for 1958. Then in service regulation you have 11.0 as 
against 11.7 in 1958. Then under international. rate regulation, you 
have 13.5 for 1957 as against 14.4 in 1958. 

The total man-years in common carrier activities for 1957 is 1994 
as against 129.4 for 1958. 

Mr. Tuomas. Then you have the employment under this activity 
where you show for ratemaking 20.4 man-years in 1957 as against 
21.8 in 1958; for prescribing depreciation rates 12.2 in 1957 as against 
13.0 in 1958; tariff processing 4.2 in 1957 as against 4.5 in 1958; and 
then accounting regulation 18.5 in 1957 against 18.8 in 1958, 

Can you put your finger on something very definite—2 or 3 good 
examples of what you want next year and what you are now doing 
whereby John Public has benefited and where you pay for your sal- 
ary costs; in other words, where you earn your keep? 

Mr. Cowem. Are you looking for something in the book or a 
illustration ? 

Mr. Tromas. An illustration. 

Mr. Gower. Well, take depreciation, which is something we have 
been working on this past year. By prescribing the proper depreeia- 
tion rates, that would filter into the accounts of the company and 
affect the rate base. 

Mr. Tuomas. Where is the activity table? You have a lot of 
tables here. What about showing what you did last year in 1956? 
You mentioned it awhile ago in your narrative and your workload 
picture. 

Mr. Cowerti. We have 146 and it is scattered. One hundred and 
forty-six is the table which shows the bureau in its entirety. 
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Mr. Tuomas. That is already in the record. That is your person- 
nel, your employment. I want to see the workload. 

Mr. Cowernn. One illustration of workload can be found on page 
150 where we get into the processing of applications. 

Mr. Tuomas. Have you got a composite table here? 

Mr. Cowetti. No. It is scattered throughout the various divisions 
of the Bureau. 

Mr, THomas. How many of those 129 or 130 people do you have 
in the field and how many in the District of Columbia? 

Mr. Cowart. We have around 27 in the field and the balance here 
in the District. 

Mr. Toomas. How many in the District? 

Mr. Cowart. 88 or 89 in the District. 

Mr. Tuomas. I think you can put a better foot forward in your 
justification than you have been. There is nothing definite in here 
that we can put our finger on where you have at all earned your keep 
for your Bureau. We know you have. Let us see if we can do a little 
better job. I am prodding you to take your lamp from under that 
bushel basket. and let. us put it out where it can shine. IT think you 
are entitled to more credit than you are getting. 


SERVICE STANDARDS 


On page 152 under the service standards activities, you say: 
Regulate adequacy and quality of nationwide interstate telephone services. 
Just what in the world does that mean? Then you go on to say 


Enforce adequate service standards. 

Initiate and conduct formal proceedings relating to telephone service. 

It may be that your field of endeavor is so technical that we can’t 
follow you. We are trying to follow you. You lay it out. You are 

rforming a very fine service and you can’t rely upon figures like 
$6 500 million and $3 billion for a total investment. That won’t get 
the job done. We want to know what we are getting. Now it says 
on page 152 that processing applications also involves heavy hearing 
workload. I wouldn’t be surprised if that isn’t literally true. Then 
it goes on to say on the same page that in 1956 the Commission insti- 
tuted 30 hearings on applications. What kind of hearings and appli- 
ations? What isinvolved? When you got through did John Public 
win or lose ? 

I think you are doing a pretty good job. Next year you know what 
we want so put it in the: justification. You don’t have to be too modest. 
We like to see you take credit for what you do. 

Mr, McConnavuecuey. Mr. Chairman, I would like to make a state- 
ment there. 

Mr. Tuomas, Go right ahead. 

Mr. McConnaveney. With reference to the Common Carrier Bu- 
reau it. doesn’t show up statistically year by year exactly what is 
accomplished. 

Mr. Tuomas, It can’t,can it? By the very nature of it, it can’t. 


COOPERATION WITH STATE REGULATORY AGENCIES 


Mr. McConnaueuey. That is right. For example, they are work- 
ing all the time with these telephone companies with reference to 
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depreciation rates and their rates—and I hope some older Commis. 
sioners, not older in years but in age of experience will correct me 
this—but I think that the Commisison, by the effective work of thi 
Bureau over the years, in constantly working on depreciation with the 
State regulatory agencies to fix intrastate rates. * * * 

Mr. Tuomas. Now you are talking about something we understand 

Mr. McConnavoney. They have enabled the publie to benefit, I 
believe, a net of over $500 million in the last 10 or 12 years in reduc. 
tions in interstate telephone rates. Am I approximately correct? 

Mr. Hype. That is for an earlier period. In recent years the prob- 
lem has been to keep down inflation in rates. 

Mr. McConnaveury. They have not gone up so rapidly. They 
have been able to hold them down to a much lower level. ; 

Mr. Tuomas. A. T. & T. hasn’t been doing too badly. They ar 
still paying that handsome dividend. 

Mr. McConnavenry. That is right. You can’t specifically lay 
something on the line about this Bureau's a: ay by day or year by year 
work. 

Mr. Tuomas. I realize that and you have a tremendous accounting 
problem and one of the most effective efforts is to help these various 
State agencies who don’t have access to interstate figures. You are an 
adjunct to them. 

But from now on take a different tactic. You are doing a fine jo 
and we appreciate it. This justification doesn’t do you ¢ redit. 

Mr, Mack. I am the former chairman of the utilities commission 
in Florida. One of the things that is extremely difficult for this 
Bureau to put on paper is the help they give to some 45 or 46 State 
commissions. 

Mr. Tuomas. Just list it. 

Mr. Mack. It takes up their time daily. They are in there almost 
every day and Chairman MeConnaughey, who is the former president 
of the National Association of Railroad and Utilities Commission, 
and Mr. Doerfer are both very well aware of that. 

Mr. THomas. We understand what you are talking about now. 

Mr. Mack. The uniform system of accounts used by all the tele. 
phone companies in the country and by all the State commissions— 
this Commission is more or less the grandfather of that. It has been 
the biggest asset in fixing rates in States of anything that I know of 
because the State commission can take the uniform sy ystem of accounts 
in rate cases and it saves months in the time of the commission in the 
employment of experts, which the average State commission cannot 
afford to employ, and it helps in the w orst. thing in the administrative 
field which is the so-called regulatory lag. 

Mr. Yares. Is this applicable to the regulatory authority of the 
Federal Power Commission ? 

Mr. Mack. Yes, that has a uniform system of accounts. 

Mr. McConnaveuey. On the same order. 

Mr. Mack. I agree with you it is difficult to put your best foot 
forward. 

Mr. Tuomas. We agree with you. We think he is doing a good job 
and want to give him more credit than this justification gives him. 

Mr. Barriry. The regulatory problem in the Commission is dif 
ferent from that of any other part of the country. 
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Mr. Yates. We were talking about public utility regulation and 
the theory behind the computation of the rate base to which is applied 
q fair rate of return, and over the past few years the uniform system 
of accounts and the accounting method was the standard that was used 
by most public utility regulatory commissions regardless of the type 
of utility it was. 

I have been having a discussion with the Federal Power Commis- 
sion as to whether they should use a cost system of accounts or whether 
they should use a reproduction cost theory approach, and that was 
why I was asking for your opinion. | 

Mr. Mack. It doesn’t make any difference what rate base you use, 
whether present-day costs or depreciated value or what, for rate- 
making papoees, as far as the State regulatory system is concerned, 
aslong as it keeps using the uniform method of keeping their accounts. 

Mr. Yates. But the purpose of the uniform system of accounts was 
to have a standard procedure which would be applicable nationally 
and for the States too; it would tie in in the whole system. 

Mr. Mack. You can use it any way you want to but you will have 
a uniform system. 


EXPENSES OTHER THAN FOR PERSON NEL 


Mr. Tuomas. Let us take a look at the other objects. We have a 
travel increase from $111,950 to $112,900 in 1958. 
Mr. Turner. That is right. 


COMMUNICATIONS SERVICES 


Mr. Tuomas. The communications service jumped and we have 
to pay a bill. 

Mr. Hype. No franking privilege. 

Mr. THomas. How is that broken down? 

Mr. Cox. We have a leased line network as part of our monitoring 
system, 

Mr. Tuomas. The table at the bottom of page 182 should go in at 
this point. 

(P. 182 is as follows :) 


04 Communications services 


Type of service 1956 actual 1957 estimate | 1958 estimate 


Leased line teletype circuits. .......____-- a tha den steel $82, 682 $83, 682 $83, 680 
Field office telephones and miscellaneous communications ; 32, 033 33, 000 34, 000 
Washington telephone service... ..........-.-...-..--2.-.- 37, 585 39, 818 | 42, 500 
2S ni tse S TEN i 30, 750 32, 500 | 34, 000 


183, 050 | 189, 000 | 194, 180 


' 


Mr. Tuomas. Leased line teletype circuits is to be $83,680; field office 
telephones and miscellaneous communications is to be $34,000; Wash- 
ington telephone service is to be $42,500 and penalty mail is to be 
$34,000. 

What about “Other contractual services” which jumped from 
$136,200 to $169,910. Printing and reproduction jumps from $46,000 
to$78,700? Take a look at those. 

Mr. Cox. The table on page 184 shows the breakdown. 
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PRINTING AND REPRODUCTION 


Mr. Tuomas. Let us take a look at printing first. Why did th 
printing cost go up so much? You say here that you do not hayg 
the necessary equipment for the jobs and that the work is generally 
done by the Government Printing Office and includes the Commis. 
sion’s annual report to the Congress, statistics of the communications 
industry, Commission’s rules and regulations, FCC forms, the Cop. 
mission’s decisions, standard forms a ‘iefs, and so forth. 

Mr. Cox. The principal reason for the substantial increase is the 
fact that we have a program to try to get the Commission’s decisions, 
the annual compilation, up to date sometime within the next few 
years. This provides for picking up 2 years. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Let us put the table which is object 07, entitled “Other 
contractual services” on page 184 in the record at this point. 
(P. 184 is as follows:) 


07? Other contractual services 


Type of service | 1956 actual 1957 estimate | 1958 estimate 


Ea mes “titted STL UN Cw LT FiOTl Sasa 


(a) Buildings and ground maintenance _ _- | $13, 724 $15, 000 | 
(0) Repair, care, and storage of vehicles 22, 942 | 18, 000 | 
(¢) Rental of vehicles from GSA_- ; pwdbdweketeefensd 13, 000 | 
(d) Security investigations_- tiara nage — 6, 325 3, O00 | 
(e) Nursing services 3, 268 3, 500 

(f) Contribution for support ‘of Air Coordin: iting Committee. _| 20, | 21, 000 | 
(g) Employee life insurance program., , ; } 23, 751 25,.500 | 
(h) Other miscellaneous contractual services | 28, 964 32, 200 


119, 092 36, 200 | 169, 910 


Mr. Tixromas. You have the standard item of buildings and ground 
maintenance, and you have been maintaining that same round for 
$15,000 for several years. Is it in pretty good shape now / 

Mr. Turner. The ground has to be kept i in condition because of the 
growth of the shrubbery. It affects the accuracy of our equipment. 

Mr. Tuomas. Those trees don’t grow that fast. 

Mr. Turner. It isn’t the trees we are concerned with so much. 

Mr. Tuomas. I used to clear a lot of new ground myself. What do 
we need this item for? We are not cutting down trees ev ery year for 
$13,000 or $15,000, are we ? 

Mr. Turner. It is simply that anything that grows within 500 feet 
of our adcock equipment will cause inaccuracies. 

Mr. Tuomas. Don’t let the stuff grow so fast. 

Mr. Turner. We picked the sites especially for that purpose. 

Mr. Tuomas. Don’t put phosphate or nitrate on them which will 
cause them to grow faster. 

MOTOR VEHICLES 


You have an item for the repair of vehicles. 
Mr. Turner. The increase is by reason of the fact that we are 
turning more and more cars over to them in accordance with the GSA 
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plan. Oh, Mr. Chairman, were you talking about the repair or the 
rental? I was talking about the rental cost going up for that reason. 

Mr. Tuomas. How many vehicles do you have now ¢ 

Mr. Turner. I have information here on that for you. As of June 
30, 1956, the Commission owned 124 vehicles and as of June 30, 1957, 
we will be down to 100. 

Asof June 30, 1958, we expected to be down to 65. 

Mr. Tomas. How many are you going to buy this year? Is it two 
new cars ¢ 

Mr. Turner. We are requesting a total of six. 

Mr. Tuomas. Any to be purchased ? 

Mr. Turner. Two are to be exchanged. 

Mr. Tuomas. Where are the other four ? 

Mr. Cox. Two new passenger-carrying vehicles are accounted for 
inthat table which you have there, 2 new cars and 2 replacements, and 
the other 2 are carryalls or trucks which are used in the field. 

Mr. Tuomas. On the old vehicles in 1958 you expect to spend $14,500 
on their repair and then on the rental it will be $37,000; is that right ¢ 

Mr. Turner. Yes, sir. 

Mr. Tuomas. And in addition to that you will have to spend, as I 
said, about $37,000 with the General Services Administration. Are 
they making any money off of you 

Mr. Turner. They turn their cars in at the end of 6 years or 60,000 
miles, which is the policy. 

Mr. Tuomas. Itis 5 years. 

Mr. Turner. Is it? Iam sorry. We have been keeping our cars, 
putting 100,000 miles on them. We have some that have almost that 


amount of mileage on them. 

Mr. Tuomas. You had better do business with the General Services 
Administration. Their criteria are 5 years and 50,000 or 60,000 miles. 

Mr. Yates. Aren’t you objecting to that? 

Mr. Jones. Not yet. I better wait to see what kind of a trade-in 
they get. 


EQUIPMENT 


Mr. Tuomas. What,about thisequipment which is item 09? Are you 
going to replace some field equipment? How badly is it needed? 

Mr. McConnaucuey. Mr. Turner can answer that. 

Mr. Turner. In our justification, as we have indicated, we have 
receivers that are at least 15 years of age. They go back to the begin- 
nng of World War II and we are still using them and to a large 
extent we are attempting to modernize our field plant. We have this 
broken down in our justification in regard to the equipment for the 
monitoring stations, which is $41,150, 

Mr. Toomas. You set it out as technical equipment, $70,000 total, 
and furniture and fixtures at $107,000. What about that item ? 

Mr. McConnAveury. The fixtures figure is partly for those offices 
we have discussed a while ago. As I mentioned, we need better light- 
ing in the windowless offices. ‘i 

Mr. Tuomas. In which offices? 

Mr. McConnavcuey. The ones without windows. 

Mr. Tuomas. How about the General Services Administration ? 
Won't they do that for you? 
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Mr. McConnavenry. No; they have insufficient funds to take car 
of the problem. 

Mr. Tuomas. You can’t get them to pay for it ? 

Mr. McConnavauey. No. 

Mr. Tromas. Are you cvoing to put in fluorescent lights ¢ 

Mr. McConnavucHey. Yes. 

Mr. THomas. How much will it cost per room? 

Mr. Cox. The rooms vary in size. The General Services Adminis. 
tration charges us about S50 per fluorescent fixture, and about one. 
fourth of our total space in the Post Office Building is in windowless 
space. It was originally intended and used for files. 

Mr. Toomas. They have lights in there now, don’t they ¢ 

Mr, Cox. They are the old style, with 300- and 500-watt bulbs. They 
don’t provide enough light and they generate a lot of heat in these 
inadequately ventilated rooms. 

Mr. Tomas. Is this something that should be taken care of next 
year? 

Mr. McConnaveney. Yes, sir. It should be. 

Mr. THomas. Why hasn’t it been done before ? 

Mr. McConnaveney. We are just moving into it. 

Mr. TxHomas. Who has been oceupying that place? 

Mr. McConnaveney. Files in the post office. 

Mr. Mack. It was storage space. 

Mr. McConnaveuey. It was not very desirable space. It is very 
terrible space. 

Mr. Tomas. It seems to me you ought to get it fixed up. You have 
$455,000. 

Mr. McConnaveny. That is for retirement. 

Mr. Toomas. What does that leave you for this year, about $850,000 
over last year? 

Mr. Cox. Not over last year. You take $450,000 off of $1,503,000. 

Mr. Tuomas. Give me the figure. 

Mr. Cox. I am trying'to subtract real fast. It is about $400,000 of 
that altogether. 

Mr. Tuomas. You will settle for $400,000. 

Mr. Cox. Over 1957, plus the $455,000 retirement, or a total of 
$1,500,000. 

OVERHEAD PERSONNEL 


Before you go on to the other questioning, may I comment on 4 
point you made? You made the point that we had here what you 
called overhead of 214 employees out of a departmental total which 
approximated 900—— 

Mr. Tuomas. Nine hundred and nineteen, to be exact. 

Mr. Cox. I would like to point out what this “overhead” figure con- 
sists of in part. 

Mr. Tuomas. The figure I used is not only the housekeeping but the 
managerial services, like legal and your routing of all the papers. It 
is purely managerial as well as housekeeping. 

Mr. Cox. It is more than that. 

Mr. Tuomas. You say it is more than that? I copied it off your 
organization sheet. 

Mr. Cox. The first sentence on page 162 says that this section in- 
cludes the adjudicatory, top policymaking, and decision-making ac- 
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tivities for the Commission’s basic functions, the direet costs of which 
‘Have been presented. It also includes the central professional staff 
advisory groups, the highest level administrative personnel, and the 
budget, organization and methods, personnel, service, and records 
activity. 1 : ' 

First, take the offices of the Commissions. That is 49 persons, one- 
fifth of that 220. et aT 

Now the Office of Reports and Information, which is a minimum of 
four people; it gets out the Commission notices and things of that 
sort. Let me skip over, for just a moment, the Office of Administra- 
tion to which I think you may possibly apply this general term of over- 
head; it has 81 people. The Office of the Chief Engineer has six 
people, including Mr. Allen, our ~ technical man in the engineering 
Feld. That is not at all what people would call overhead. 

Then the office of the general counsel has 31.5 employees. The two 
big items there are litigation and legislation. They make up far and 
away most of the work. He does help some on administrative prob- 
Jems that naturally come up in the administration of the agency. 
Those small parts might be called overhead. 


WORKLOAD IN OFFICE OF GENERAL COUNSEL 


Mr. Tuomas. How many lawsuits did the Commission have last 
year / acne : 

Mr. Baxrr. Last year we had something like 72 new suits filed in 
addition to the 37 which were pending when we began the year. 

Mr. Tuomas. Where were they filed? 

Mr. Baxer. Most of them were filed in the District of Columbia. 

Mr. THomas. Were they defended by your legal staff ? 

Mr. Baxer. That is correct. We defend and handle all of the liti- 
gation before the court of appeals. 

Mr. Tuomas. Seventy-two cases? 

Mr. Baker. Yes, sir; we handled approximately 72 new cases last 
year in addition to those cases which were already pending. 

Mr. Tuomas. How many in the various district. courts? 

Mr. Baker. One or two in either courts of appeal or district courts 
outside of Washington. The appeals provisions in our law result in 
about 99 percent of all litigation eins handled right here in the Dis- 
trict of Columbia courts. We had several also in the Supreme Court. 

Mr. Tuomas. How much time did your staff put in on the Lamb 
case last year? 

Mr. Baxer. My staff did not put any time in on it. That is under 
the Commission. The attorneys trying cases before the examiner in 
the Broadcast Bureau handled that. 

Mr. Trromas. Those attorneys are not under your jurisdiction ? 

Mr. Baker. They are not, sir. Under the act we have specific law- 
ers, accountants, and engineers assigned to the specific operating 
ureau to do the work there. 

Mr. Tomas. But these lawyers you referred to are in the Hearing 

Division ? 

Mr. Baxer. That is correct. 

Mr. Cox. This leaves the office of the secretary, Miss Morris’ office, 
which has 48 employees. 
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Then the international communications setup, which is an operat 
activity, really accounts for four people. This also includes the library 
and mail and files. In the office of administration there are 81 people, 
The Administrative Services Division is a large one with 51 people, 

Mr. Tuomas. That is a purely housekeeping ‘activ ity. 

Mr. Cox. I will conclude in one more sentence. 

Mr. Tuomas. Take all the time you want. 

Mr. Cox. We have 24 people in our duplicating branch. We do ip 
that one office all the duplicating work for the Commission. We ug 
about 20 million sheets of paper a year in getting out Commission degj- 
sions, processing applications, and the other work of the Commission, 

Mr. Bartriey. I think what he is trying to tell you is that we don't 
have too many chiefs. We don’t have enough Indians. 

Mr. Tuomas. That is a good statement and you say what you like, 
We don’t take the position ‘of saying that we know it all. We like to 
swap ideas. 

INTERSTATE TELEPHONE RATES 


Mr. Yates. It was stated that the common carr ier bureau had saved 
almost $1 billion for the rate payers in telephone charges through 
the operations of the Commission in previous years, but recently the 
effort has been made to hold the line against” increases. When did 
the switch take place ? 

Mr. Hyne. I think we will have to refer to the last reduction. 

Mr. Yates. When whas your last reduction accomplished ? 

Mr, Cowern. That was a gradual shift. 

Mr. Yates. I know in the State of Ijlinois, and particularly in the 
city of Chicago, there were increases gr: unted, and I assume that this 
is probably reflected in the intersttae companies, too. 

Mr. Coweitn. At the State level you have those cities with their ex- 
changes. There have been the activities where you have had the rates 
increased, but in the interstate picture we are dealing primarily with 
the long- distance toll service. They have not been coming to us for 

rate increases in the nature that they have in the cities and States, 

Mr. Yares. I become suspicious immediately. ‘The question that 
comes to my mind is whether or not the rates that have been charged 
previously have not been exorbitant. 

Mr. Cowart. There again it needs some illustration. I can illu- 
trate it by one item that went into effect last July 1. During the past 
year we have brought about, or there has been brought about, a revi- 
sion in the separation of plant and expenses between intrastate and 
interstate. By that shift which took place on July 1 under the modi- 
fied Phoenix plan, as we call it, it. switches the plant from the State 
side to the Federal side. That has the effect of having on the inter- 
state side more plant and it turns out that it reduces the revenue 
requirement on the interstate side, and the opposite is true on the 
State side. 

They did change the policy so that you wouldn’t need an increase or 
a rate reduction, whichever it may be. 

Mr. Yates. What you are saying is that you have shifted a portion 
of the plant from intrastate to interstate operation. 

Mr. Cowartu. Yes. 

Mr. Yates. I would think this would be a move to increase the rates 
for the carriers. 
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Mr. Coweitt. You will have to see the facts. Over the years you 
had more traffic and the revenue picture on the interstate side of the 
telephone company was Improving and improving to a point where 

ibly you would have thought there should be a rate reduction, 

t this transfer which took place last July had the effect roughly of 
about a 1-percent reduction in a rate of return of the Bell System. 
That is indicative of the things coming over the years and it is diffi- 
cult to put your finger on a certain time when the pattern changed. It 
isnot possible to put your finger on the fact that rate increases would 
have come along because nothing has eet 

Mr. Yates. I thought Mr. Hyde testified as to that. 

Mr. Hype. This is a continuing regulatory problem. 

Mr. Yates. There is no question of that. 

Mr. Hype. If it were not for the continuing vigilance, there would 
be increases. 

Mr. Yates. Don’t misunderstand me, Mr. Hyde. I respect your 
function very greatly and I know how important it is. 

When was the last reduction that the Commission achieved in 
common-carrier rates ? 

Mr. Cowatti. It was before 1950. 

Mr. Hyper. There have been instances where, in connection with 
examination of tariffs you have had—— 

Mr. Yatrrs. Have you suspended any tariffs since 1950 ? 

Mr. Cowart. Oh, yes. 

Mr. Yates. Permanent suspension that stood up ? 

Mr. Cowart. Our procedure doesn’t call for a permanent suspen- 
sion. It has to be for 90 days. 

Mr. Yarrs. In connection with the suspensions you did make, did 
your action in suspending them result in a lower or higher rate being 
charged? What happned? Essentially my question is this: Have 
you saved any money for the rate payer since 1950? 

Mr. Cowart. I think we very definitely have. 

Mr. Yares. In what way ? 

Mr. Cowatti. There are activities in the last year since the last 
rate reduction, the fact that there have been no rate increases, ones 
such as. you referred to back in Illinois—the way to make the com- 
parison is to look at prices in general of other public-utility systems 
where they have had rate increases. Here is an industry where that 
hasnot taken place. You have to reason as to why it has come about— 
regulations in the way of our accounting, in the way of these moves 
which I illustrated before. You can’t put your finger on a tangible 
case or a Commission action which has held the line or brought the 
rates down. But we know we are in a period where all the utilities 
and prices generally have been going up. Here on the interstate 
side we have not had those rate increases. You can argue either 
way. 

Mr. Yates. IT propose to leave the subject rather than belabor it. 
Thave a suspicion that if there had been no increases by the interstate 
common carriers and there have been increases by the intrastate car- 
mers, even in view of the fact that they have local problems and ex- 
changes, it would seem to me that somewhere along the line back in 
1950 or 1951 before all the major increases in costs occurred, there 
must have been an overcharge in rates by these same interstate car- 
ners if at the present time their rates are fair and reasonable. 
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Mr. Dorrrer. That doesn’t necessarily follow. 

Mr. Yates. Why not ? 

Mr. Dorrrer. The improved techniques probably keep abreast with 
the increased cost. So the demand for a rate increase in char 
to the public is not called for. They cancel each other out. Tho 
economies cannot be necessarily effected in the individual States 
You may have to set up the same type of exchange to call acrogg , 
small portion of a State and the toll on that would be relatively small, 
but the cost might be approximately what it would cost to call maybe 
400 or 500 miles. 

Mr. Yares. My reaction to your comment is that changes and add. 
tions to new equipment which might have resulted in economies haye 
nevertheless been additions to the rate base by investment and pp. 
search and by other appropriate costs. I still wonder whether or pot 
there is this canceling out process which you are arguing for. 

Mr. Dorrrer. To some extent. What we have done with respect 
to shifting some of the plant and operating expenses from the intra. 
state to the interstate, we have done that with a view to try to reduc 
the disparity between interstate toll calls and intrastate toll calls. 


RATE OF RETURN TO CARRIERS 


Mr. Yates. Has the Commission permitted a higher rate of return 
in the past? 

Mr. Dorrrer. Higher than what? 

Mr. Yates. Than you apparently took in 1949 and 1948? 

Mr. Dorrrer. I don’t think so. 

Mr. Yatss. Perhaps I should have asked you the question, What 
rate of return did the Commission take as being reasonable in 1949 
for the interstate carriers and what is it today? 

Mr. Dorrrer. I don’t think the rate of return is any greater today 
than it was in the 1940s. I saw some figures on that recently. There 
certainly were instances where the rate of return may have been 
greater, but you have to remember in some of those cases the utility 
or the common carrier itself insisted it was underreimbursed because 
of the regulatory bodies. 

Mr. Yates. I don’t suppose this is the proceeding to go into the 
technical questions except that I am interested at least in trying to 
assure myself that the function of the Commission is being performed, 
and that was the reason for my question. I know that in the past the 
Federal Communications Commission has been a very strong instru 
mentality in protecting the rate payers of this Nation and I want to 
be sure it is adhering to the same high standard today. 


INTERSTATE RATES 


Mr. McConnaveney. The proof of the pudding is the fact that 
everything in our economy has gone up very substantially, including 
utility rates on a local and a national basis, other than those under 
our supervision. I think that. is the best proof of the pudding, and 
we are in a better position than any other public utility or any other 
unregulated industry with reference to interstate rates which am 
under our supervision. ; 

Mr. Dorrrer. It could be demonstrated that the Commissions 
the past were in the fortunate position of being able to take advantage 
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of the technical cost savings which did not require them to increase 
the rates as did the State commissions. 

Mr. Macx. I might put in a word, Mr. Yates, on the total telephone 
revenues in the United States, the dollars that the chairman was talk- 
ing aout a while ago; we only regulate about 15 percent. The rest 
isby State commission. This disparity which Commissioner Doerfer 
istalking about is this sort of thing: a long-distance call from Miami 
to Tallahassee costs twice as much as one from Miami to Atlanta which 
js 285 miles farther away. There is no rhyme or reason for that, 
They are going over the same lines and using the same instruments, 
but the longer call is cheaper. 

In recent. years, this Commission has attempted, by transferring this 
property in this uniform system of accounts set up with the State 
commissions, to reduce the burden on the man making an intrastate 
call so that the intrastate operating telephone company would not keep 
on raising the rates for a toll call within the State. That has changed 
the picture so that the earning ratio for the interstate call is being 
reduced because the rate base is going up on that side, if you follow me. 

Mr. Yates. I do. 

Mr. Mack. That is the sort of thing that the Common Carrier 
Bureau doesn’t get credit for. 

Mr. Yates. The Common Carrier Bureau has a very important 
function to perform. I wonder whether the rates have been too high 
and whether or not now there isn’t a sort of an equalization taking 
elect which doesn’t reflect too well on what happened in the previous 
few years. 

Mr. Mack. That could be true. 

Mr. Dorrrer. I might illustrate by saying this, and I might over- 
smplify it. 

Mr. Yates. It is a field that requires oversimplification because it 
is overcomplicated. 

Mr. McConnaveuey. That is true. 

Mr. Dorrrer. Let me give you an illustration which is quite com- 
mon in industry. By large capital expenditures you may be able to 
reduce unit costs. That same type of thing happens with respect to 
the telephone and the communications business. Large capital invest- 
ments, however, are not warranted in many instances for the small 
haul or the light traffic loads. In other words, a microwave system 
between two communities 80 or 100 miles apart, if they happen to be 
metropolitan areas, would warrant a substantial investment, because 
insome cases they can carry as high as 800 to 1,000 messages simul- 
taneously over this system; whereas in another 2 sets of communities 
100 miles apart with only 50,000 population each, the wire system is 
sill the cheapest, although more expensive per unit, because the traffic 
just wouldn’t warrant the large expenditures necessary to install this 
microwave system. 

That one illustration that I can think of which would explain why 
inthe interstate area either there has been no increase warranted or 
during the 1940’s there have been reductions. 

Mr. Yares, I agree with your first statement; this may be an 
wersimplification. 

Mr. Dorrrer. It is rather difficult. 
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TRAVEL EXPENSES OF THE COMMISSION 


Mr. Yates. On page 180, there is reference to travel, and it talks 
about the Commissioners and the staff being required to keep abreag 
of new developments. Do Commissioners address the trad 
associations ? 

Mr. McConnavucuey. Yes. 

Mr. Yates. And is this travel cost a part of the travel that is being 
appropriated ? 

Mr. Cox. You mean as shown in the functional statement at th 
beginning of the book? 

Mr. Yates. You are asking for $13,000 for travel for the Commis. 
sioners. The question I am asking is whether included within that 
cost are the costs attendant upon making speeches to some of the trac 
associations ? 

Mr. Cox. All of the traveling paid by the Commission is included 
in that figure. 

Mr. Yates. That includes this type of function ? 

Mr. Cox. Yes, sir. 

Mr. Yates. Do Commissioners ever get reimbursed for making 
speeches before trade associations ? 

Mr. Doerrer. In some instances, yes; and in some instances, no, 
That is from my experience. It isn’t reimbursement, necessarily, 
They estimate what the cost is, and in some cases—— 

Mr. Yates. Who is “they”? 

Mr. Dorrrer. The people who ask the Commissioners to come ont, 
I would say that most of the requests are denied but the industry feels, 
that is various aspects of the industry feel_— 

Mr. Tuomas. You have to make a certain amount of speeches, and 
you have to do a certain amount of it. 

Mr. Yates. I agree with that, but my question is with respect to 
the propriety of accepting reimbursement. 

Mr. Dorrrer. It isn’t always the broadcasting industry. 

Mr. Yates. Tell me about it. 

Mr. Dorrrer. Sometimes, it is a trip in which no speech is involved 
at all. It is educational in the sense that Commissioners make trips 
to research laboratories on the use of radio for industrial purposes, 
for example. 

Mr. Yates. Do the companies pay for those trips? 

Mr. Dorrrer. Sometimes they send their own airplanes. 

Mr. Yates. Do they pay the cost of the hotels and cost for the 
Commissioners ? 

Mr. Dorrrer. In some cases, yes; and in some cases, no. 

Mr. Yates. How frequently does that occur ? 

Mr. McConnavoney. Not very often. I can give you an example 

Mr. Yates. I was talking about Commissioners accepting the hoe 
pitality of the broadcasting companies. 

Mr. McConnaucuey. At the Timken Roller Bearing plant and 
Thompson Products Co. in Cleveland, we went to view the industrial 
uses of some of that equipment and it was of great benefit to the 
industry, and the industry does sometimes pay those expenses. _ 

Mr. Yates. My question was really directed to accepting hospitality 
of the companies subject to your regulation. 
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Mr. Lez. For example, on Tuesday we are going to Pittsburgh, 
where they want to show us the educational 

Mr. Yates. Who is “they”? 

Mr. Ler. The educational broadcasting station in Pittsburgh. 
They are composed of local educators, civic-minded people who con- 
tribute to that, and they are going to take us down there in a plane. 
We will tour the facilities and they will buy us a lunch and take 
us back. 

Mr. Yates. Are they subject to your regulation? 

Mr. Ler. Oh, yes. 

Mr. Barrier. In a situation of that kind, there wouldn’t be any 
reimbursement by the Government to me. I wouldn’t put in any per 
diem on a thing like that, where they are taking care of all of it. 

Mr. Yates. What do you do with respect to Columbia Broadcasting 
0o., or NBC, or some of the big broadcasting companies? Do they 
ever accord you any hospitality ¢ 

Mr. McConnavucuey. Yes; the Commissioners went to the RCA 
laboratory to view the new developments in radio and television and 
allocations, and they paid for the travel and they paid for our meals. 
That is all. 

Mr. Tuomas. The point Mr. Yates is raising is an interesting one. 
Isthere any embarrassment to the Commissioners ? 

Mr. McConnavueney. With our Commission, we lean over back- 
wards, and I think I know what you are talking about, Mr. Yates. 
Ithink this Commission has certainly leaned over backward in being 
extremely careful. 

Mr. Yates. We are asked to give you something like $13,000 in 
travel for taking care of affairs of the Commission. 

Mr. Dorrrer. It isn’t very often a broadcaster or a station. It is 
generally anassociation. It isa group of people. 

Mr. Yares. These are the people who are regulated, aren’t they? 

Mr. Dorrrer. It might be the entire group, but not one individual. 

Mr. Yares. Isn’t the group made up of these people? 

Mr. Dorrrer. It may be made up of people in addition to those who 
arein the broadcasting field. Let me explain that. 

Mr. Yarrs. Yes. 

Mr. Dorrrer. I consider this kind of travel quite a burden. If I 
were not on the Commission and if I were asked to go out and talk 
someplace, to discuss some problem, I would ask a substantial fee. I 
don’t sleep wel] while I am traveling and I don’t sleep well in hotels, 
and the type of food is a little different. It upsets you physically. 

Mr. Tisomas, It is hard work to travel; I can tell you that. 

Mr. Dorrrrr., Part of our problem is that the people, including the 
people in industry, don’t understand our problems. It is a new in- 
dustry, only about 25 years old. It has a terrific impact. It is compli- 
tated, and many times I find it very fruitful to explain to these people, 
Whether it is in the nature of a speech or just sitting down and talking, 
but I would say that traveling half way across the country for a meal 
and a cocktail is a long way to go. 

Mr. Yarrs. I would think so. 

Mr. Dorrrer. It isn’t worth it, and the per diem allowance that the 
Government gives just covers your cost, in many cases. 

Mr. Mack. You know you have to divide that $13,000 by 7. 





BROADCAST STATIONS OWNED BY NEWSPAPERS 


Mr. Yares. In our appropriation hearings. for fiscal year 1953] 
asked the Commission to put into the record a table of the broadcastj 
stations, both radio and television, which were owned by newspaper 
Has, there been an increase since that time? Has the Commissig 
granted additional licenses to newspapers since that time? 

Mr. McConnavuGHey. Oh, yes. 

Mr. Yates. What. about the question of controlling the channek 
of communication? Does the Commission wrestle with that problem, 
or isn’t it important any more / 

Mr. McConnavueuney. That is an understatement to say that w 
wrestle with it. 

Mr. Yates. They still get the licenses, don’t they ? 

Mr. McConnavuguey. They do in certain instances where the Com. 
mission feels they should have them. 

Mr. Yates. Have you denied any? Have any applications of news. 
papers for licenses for radio or television stations been denied? 

Mr. Macks. Yes. In Richmond, Va., in the last year. 

Mr. Dorrrer. Sacramento, Calif. 

Mr. Yates, How many applications have you had, and how many 
have been opposed ? 

Mr. Lex. You will find a literal handful. We turned down Scripps 
Howard. 

Mr. Hyver. A literal handful of denials of applications. 

Mr. Ler. We had about five of them in the last year, but this 
another problem. 

Mr. Yates. It is another problem except that it is related to the 
same problem. You have to approve such a purchase. 

Mr. Ler. Yes. 

Mr. Yares. And you have to pass on whether it is in the public 
interest to disallow it, 

Mr. Dorrrer. It is much more difficult to disapprove it where you 
have a sale and a transfer. 

Mr. Yates. You have to pass on the question whether a certain 
applicant should have a station. 

Mr. Dorrrer. You are talking about comparatives. 

Mr. Yates. Yes. 

Mr. Mack. Transfer has a different standard by law. 

Mr. Yates. What about the question of several applicants for 
license? Suppose one of the applicants buys out the others. Does that 
happen frequently ? 

Mr, Mack. We wouldn’t have any jurisdiction over that. 

Mr. Dorrrer. Not recently. In the early part of 1953, there wer 
mergers of applicants, 

Mr. Yares. It seems to me there is something wrong with such 
procedure, I think it was in Texas, where you had 3 applicants fora 
television license and 2 of the applicants were brought out by the third, 
leaving him the sole applicant in the field. Does that leave the Com 
mission no alternative but to give it to him ? 

Mr. Dorrrer. Generally. But, before they get into the hearing We 
pass on the qualifications of the prima facie matter and but for the 
opposition any one of them would get it. If there are 3 frequently 
all 3 of them would get it. 
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Mr. McConnavcuey. They are all qualified people. 

Mr. Dorrrer. The American Newspaper Association, I think is the 
title of it, were quite concerned and complained bitterly to the Com- 
mission that that is discriminating against newspapers, and intro- 
duced legislation in Congress whereby we would be prohibited from 
considering newspaper ownership as a factor in our decisional process. 

Mr. Botanp. Do you? 

Mr. Dorrrer. Yes; we do. 

Mr. Hyper. We consider every element. 

Mr. Dorrrrr. That association has also joined in a court appeal and 
the Chief Counsel informed me it is still pending; isnt’ it ? 

Mr. Baker. Yes; we won in the Supreme Court and they carried it 
up for certiorari. 

UHF-VHF DISPUTE 


Mr. Yates. Has there been any resolution of the UHF or VHF 
fight? There has been a dispute for years on that, hasn’t there ? 

Mr. McConnavcuey. It is not a dispute but a rulemaking pro- 

ing. 
7 PY aes. I know there have been a number of owners of small 
dations who have written to me on the possibility of their going out 
of existence, depending on the ruling of the Commission in a UHF-— 
VHF fight, the technical significance of which I have never been able 
to grasp. 

I would appreciate if one of the commissioners would tell me for the 
record just what is involved in that dispute. 

Mr. Dorrrer. You ought to have 2 statements, 1 on each side. 

Mr. Yares. Really? Then it is a fight. Would you like to tell us 
whatitisabout? What is the basic conflict ? 

Mr. McConnaveney. I will tell you basically the problem. When 
the Commission put out the allocations and assignments in 1952, they 
es VHF assignments in the same localities with UHF assignments 
ut UHF does not get the coverage that VH does. 

Mr. Yarr. It doesn’t extend out of the territory for programing? 

Mr. McConnavueney. Yes. For example, a VHF signal has a 
greaterrange. A “V” signal will go out 60 or 65 miles. 

Mr. Yates. What isa“V” signal ? 

Mr. McConnaucuey. VHF. And a UHF signal will go out 25 
miles. If I am a buyer of time, I will buy from a VHF rather than 
from a UHF because I can cover more people. Therefore, the UHF 
hashad a very difficult time in competing with the VHF, an extremely 
dificult time. The Commission thought in 1952 that there might be 
more of a comparability in the services and that the manufacturers 
might put out all-channel receivers. The manufacturers did not put 
out a very high percentage of all-channel receivers, and the people 
living in a given area where there were both VHF and UHF got the 
receivers that would receive only the VHF and they had to convert to 
the UHF. They had to spend $20 or $25, and we have been trying to 
get Congress to repeal the excise tax. 

Mr. Botann. To repeal the excise tax in both VHF and UHF ? 

Mr. McConnavenry. No. 

Mr. Borann. On which? 
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Mr. McConnaveHey. On all channel receivers, so there would be 
more of an incentive to get them into the hands of the public, and the 
Congress has not been willing to do that to date, gIt has been befor 
the congress for quite a few years. That is oné of the things o 
which we have gone into a rulemaking proceeding, 

Mr. Yates. How many UHF stations are there in the country! 

Mr. McConnaveney. Ninety-six. 

Mr. Yares. And VHF? 

Mr. McConnaveuHey. About 500. 

Mr. Dorrrer. Four hundred and sixty-seven was the last count] 
had on commercial VHF’s. 

Mr. Boianp. You are asking the Congress to regulate, through its 
taxing power, the television industry in the UHF and VHF fields 
aren’t t you? 

Mr. Mack. The only purpose for advocating that is to induce the 
industry to manufacture an all-channel set. It won’t have any effect 
on regulation. 

Mr. Bonanp. You are asking Congress to do something which is 
not actually related to obtaining revenue through taxation but. for 
the purpose of regulating the industr y. Thatis basic ally so; isn’t it! 

I think. it is a good idea. The UHF stations have had some tough 
going. The TV “manufacturers ought to pitch in to assist in solving 
UHEF’s problems. 

Mr. McConnaveHey. It is certainly one of the very effective w ways 
in which you can get more of a nationwide competitive television 
system which is called for under the Communications Act. 

Mr. Yates. Can somebody tell me why the manufacturers will man- 


ufacture only VHF and not the all-channel? Is it more expensive! 

Mr. McConnavucuey. Yes. 

Mr. Yates. How much more? $20? 

Mr. Bouanp. It should be much less. In my area the best station 
is a UHF station and it is one of the few in the Nation that is keeping 
its head above water. Station WWLP does this because of excellent 
programing and it has sold itself to the receiving public. 


REGULATION OF TV MANUFACTURERS 


Mr. Yates. Does the Commission have any regulatory powers over 
television manufacturers ? 

Mr. McConnavucGuey. None whatsoever. 

Mr. Dorrrrer.. The Federal Communications Commission Act is & 
competitive act. It specifically provides that it shall not be subject 
to common-carrier regulation. 


UHF-VHF DISPUTE 


Mr. Yares. Where does that leave the controversy? What is the 
question you have to decide? Is it a question as to. whether or not 
you will grant more licenses for VHF ? 

Mr. McConnaveney. No. Most of the VHF assignments. have 
been taken up. It is a question of whether we can- —and this isa 
very broad statement because it is all in rulemaking. Well, it is 
problem of whether we can make certain areas VHF and certain 


areas UHF to try to create an incentive for the manufacturers t 
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manufacture all-channel receivers and to give it that impetus. That 
jgabout as far as I see that,we can go. 

Mr. Lez. We have befor® us some 14 cases in these limited number 
of areas that are left where a VHF is about to go in or has been in a 
short time and our decision is now only limited to that area and we 
refuse that VHF to go in there, thereby protecting the UHF. 

I would like to emphasize that even this corrective action is a small 

art of the problem, but it seems to be the only thing left to at least 
be UHF from dying. This will not make them well. 

Mr. Dorrrer. I disagree. 

Mr. Lez. It is one matter, for example, to say to people who are 
expecting service from a VHF but do not yet have it we must deny it. 
That is one thing. It is another thing to say to people who have a 
VHF already there that we will take it off the air and pull the switch. 

Mr. Yates. Do broadcasting chains draw a distinction between 
UHF’s and VHF’s? Are they more inclined to give their franchises 
toa VHF than to a UHF? 

Mr. McConnavecuey. It is basically the buyers of time. 

Mr. Yares. I know that. 

Mr. McConnavucuey. Their wishes will be reflected. That is re- 
flected in what the chains do and, therefore, what chance has a UHF 

t! 

Mr. Yates. What chance / 

Mr. McConnaveuey. It has a pretty difficult time except in a UHF 
area. In other words, let us suppose that you are the buyer for Coca- 
Cola. You are not interested in John Jones or Bill Green in the 
hinterland. You are buying time on VHF because you will get the 
most coverage with VHF. 


REGULATION OF NETWORKS 


Mr. Yares. Do you have control over the broadcast networks? 

Mr. McConnaucuey. None whatsoever, only over their stations. 

Mr. Barrier. Indirectly, we regulate their stations. 

Mr. Yarxs. I read something in your basic act. 

Mr. Barrier. We have jurisdiction to provide special regulation 
for stations engaged in chain broadcasting. 

Mr. Yarrs. It talks about your right to regulate networks. 

Mr. McConnaucuey. With respect to the stations only. 

Mr. Yares. What is that section ? 

Mr. McConnavGuey. Section 303. 

Mr, Jonas. Where a chain station owns you would have authority. 

Mr. Yates. Radio stations engaged in chain broadcasts ? 

Mr. Tuomas. They are still talking there about stations. 

Mr. Ler. Senator Bricker has a bill on the subject. 


NETWORK STUDY 


Mr, Yates, What happened to that investigation for which we gave 
you the appropriations ? 
_ Mr, McConnavauey. It is to be completed June 30 as we told you 
itwould be. ; 
Mr. Tuomas. What is the upshot of it? What does it look like to 
you! You have been studying it now for several years. 
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Mr. Dorrrer. I would say.this, that the Commissioners—— 

Mr. Yates. How are you spending the money ¢ 

Mr. Dorrrer. We havea study group. 

Mr. Yarus. We gave you the money. 

Mr. Hyp. The Commission has four Commissioners who are jp 
general supervision of the work of a special staff group. We engaged 
a very distinguished lawyer to be the chief of what we call the network 
group. 

Mr. Yates. Whom did you engage? 

Mr. Hype. Dean Roscoe Barrow. 

Mr. Yares. Dean of what ¢ 

Mr. McConnaveury. Of the law school of the University of Cin. 
cinnati. 

Mr. Tuomas. He has been here 2 or 3 times with us. 

Mr. Hype. Under his direction, there is a staff of inven and 
lawyers and economists who, up to this point, have been occupyin 
their time with getting relevant and essential material. A go od del 
of this has been obtained through a questionnaire process. 

It was expected that by the end of January they would be largely 
through this initial phase of it as far as the gathering of information 
is concerned. The analysis of it is now underway. 

Mr. Yates. Who is analyzing it ¢ 

Mr. Hype. The special study group under Mr. Barrow’s direction, 
There has been Commission consideration of what you might call pre 
liminary phases of it, but it has seemed desirable to follow this program 
that I outlined here. 

Mr. Yates. Why shouldn’t there be control over the networks! 

Mr. Hype. We have always recommended to Congress when the 
question came up that whether it should be a license which is required 
for the networks—and they are not now licensed, and whether there 
should be some form of regulation, and what form that regulation 
should take, could only be determined after an examination of the 
subject matter; and that is exactly why this study was authorized, I 
believe, to determine what should be done about it, how it functions 
now, what the relationships are between stations, networks, advertis- 
ing agencies, and, believe me, it is a very complex subject. 

Mr. Yates. Let me try to oversimplify it, as Mr. Doerfer did a few 
moments ago. Counsel just stated that the Federal Communications 
Commission Act was a competitive act. 

Mr. Dorrrer. The broadcasting feature of it. 

Mr. Yares. Well, in response to a question I just asked, it was 
pointed out that the networks are, in accordance with the w shes of 
their buyers, inclined to give their programs to the VHF stations 
Isn’t this a factor in the whole competitive picture which would permit 
Commission jurisdiction to attach ? 

Mr. Dorrrer. I doubt whether under the provisions of the act we 
could tell a network that it must give an affiliation contract to any 
station, whether UHF or VHF. 

Mr. Yarrs. Does counsel agree with you? What is your view o 
this? 

Mr. Baxer. Well, first of all, the regulating authority the Commis 
sion has is, as stated there, an indirect one. The question of whether 
or not the Commission could directly require networks to do certain 
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things isa matter which has never been litigated. We have adopted 
certain regulations which have been sustained. 

Mr. Yates. Has the Commission ever tried to regulate the net- 
works ¢ 

Mr. Baxer. To a degree, indirectly, because of the fact that every 
network presently is a station licensee. There is no question that if 
the networks were not station licensees the Commission could not regu- 
late them at all. There have been bills introduced which proposed 
that the Commission should license them directly. If you regulate 
them by licensing, you need to know what you achieve. One of the 
things being considered in our study today is what ought to be done in 
this field; whether the Commission has authority to do it; and if it 

does not, whether it should recommend that Congress should give 
gpecific statutory authority to the Commission. Those are the prin- 
apal functions of the network study on which we hope to have a re- 

rt at the end of this fiscal year. 

Mr. Yates. Is there any question that a station which has a net- 
work connection enjoys a competitive advantage over a station that 
doesn’t ? 

Mr. Barriry. Are you talking about radio or television ¢ 

Mr. Yates. Both. 

Mr. Bartiey. Will, yes and no. 

Mr. Yates. In terms of competitive advantages over stations that 
don’t enjoy the network connections, they are both ways in either 
field ¢ 

Mr. Bartiey. I would say the situation in radio has substantially 
changed from the time when there were a limited number of stations. 
Actually, some stations tie up with networks and some prefer not to. 

Mr. THomas. Weren’t there 2 newspapers in 1 city and 1 of them 
had a contract with the Associated Press and the AP wouldn’t sell to 
the other one, and somebody took somebody to the courthouse and now 
everybody can go to the same source. 

Columbia Broadcasting System has a program to sell. Here are 
three stations in town. The only one that they sell to is their affiliate. 
Why shouldn’t they be regulated to the extent that the Commission 
can say: Well, if you want this program, you can sell to all three of 
them and we will not let you give to this station a noncompetitive 
position which you have by virtue of your nonregulated agency. 

Mr. Hyper. I am not presuming to answer the question at this stage, 
but I would like to suggest some of the considerations which will go 
into formulating the answer to it. The networks contend, for in- 
stance, that if they are not allowed freedom to operate in a competitive 
field, that the service will lose the incentives it needs. 

Mr. Tomas. Oh, sure. 

Mr, Hype. I am not arguing that. 

Mr. Tuomas. What other argument could they make than that? 

Mr. Yarrs. Where is the competitive field ? 

Mr. Hype. There are three nationwide television networks in the 
field and each one of them will argue that it is entitled to attract the 
interest of the public away from the other on a competitive basis 
tather than under some scheme of regulation. Now, we have thought 
that this argument should be examined and how it operates should 
hestudied to find out whether that is the optimum. 
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Mr. Tuomas. Will it permit more than 2 or 3 big ones at the top 
today to make a living ? 

Mr. Hyper. In the AM field, there is room, if you are talking aboy 
facilities; but in the television field, only a limited number of station 
can be established. How many networks the economy would justify 
and how much the facilities could accommodate is a question. 

Mr. Tuomas. They are pertinent questions. 

Mr. Hype. Yes; but television broadcasting is still a very new jp. 
dustry. The methods and costs of operation are undergoing constant 
change. It might be very early to conclude that it will be this way@ 
that way. There are other program sources that are competitiyy 
with network, such as film syndicators. There is a real dispute be 
tween the film and network people. 

Mr. Yates. On April 30, 1956, Senator John W. Bricker stated 
before the Interstate and Foreign Commerce Committee of the 
Senate that there were two networks, Columbia Broadcasting System 
and National Broadcasting System, who had unprecedented economi 
strangleholds on the Nation’s television industry. He said, “Effective 
competition is stifled under the yoke of economic domination. Ther. 
sult is private monopoly.” 

Is Senator Bricker right or is Senator Bricker wrong? 

Is the Federal Communications Commission supposed to. prevent 
monopoly in the field, or is it supposed to foster it, or is it supposed tp 
do nothing about monopoly in communications ¢ 

Mr. Mack. Congress has not told us that we could regulate net. 
works. We can’t do that until you give us the authority. 

Mr. Yares. Have we given you any authority to prevent monopoly 
in the field? 

Mr. Mack. Not in that field. 

Mr. Yares. In the field of communications ? 

Mr. Mack. Yes; the common carriers. 

Mr. Yares. Has there been a test case to see whether or not youde 
have the power to control networks? If in effect Senator Bricker’ 
statement is correct 

Mr. Doerrer. There is great argument about that yet. 

Mr. Yates. I beg your pardon? 

Mr. Dorrrer. There is great argument about that. 

Mr. Yates. According to what the small television owners and AM 
station owners who came in and testified before the House Committee 
on Small Business, there was not a great amount really. They said 
they had a very difficult time competing with the stations that enjoyed 
chain privileges. 

Mr. Dorrrer. That might be true with respect to the small grocery 
store in competition. 

Mr. Yates. But, your small grocery isn’t engaged in business in 
field that is regulated. They are supposed to be regulated in the 
communications field. 

Mr. Dorrrer. I understand that, but I think there are more prob- 
lems than meet the eye here. The fundamental problem—— 


BROADCAST STATION RATES 


Mr. Yarers. Is this the Federal Trade Commission function, too! 
What should the Federal Communications Commission do besides 
granting a certificate? Do you have authority over rates charged! 





M 
M 
M 
M 
you 
"M 
(jovi 
thin, 

M 
else. 
is wl 
M 
a lin 
thin! 
er, b 


1263 


Mr. Dorrrer. No. 

Mr. Yates. Should you have? 

Mr. Donrrer. I don’t think.so, if you are asking: me. 

Mr. McConnaveuey. If this is going to be a competitive industry, 
you should not have. 

' Mr. Tuomas. How can it be a competitive industry when it is a 
Government monopoly? The man is in business because of one little 
thing you give him and that is this little certificate. 

Mr. Dorrrer. You don’t change it much by giving it to somebody 
ese. It is a result of a lack of sufficient frequency channels, and thas 
is where the trouble comes in. 

Mr. Yates. That is the very reason you control it, because you have 
a limited field. If you had a field that was constantly expanding, I 
think perhaps the argument against regulation would be much strong- 
er, but where you have a limited field, where we are bound by the limits 
of the spectrum and where we allocate licenses—special franchises 
from the Government, should a licensee be allowed to charge what- 
ever he wants to charge and still enjoy a monopolistic privilege? 

Mr. Dorrrer. We are not wholly without experience in govern- 
mental operation or governmental regulation. 

Mr. Yates. That is the very reason I am asking you these ques- 
tions, because you are supposed to have technical competency in this 
field, You are experts in this field, so I would say your statement that 
you are not without experience is generally assumed. 

Mr. Dorrrer. It is not all economic. A little has to do with the 
individual Commissioner’s philosophy of government. The situation 
in England and the situation in Canada, for instance, I could point 
to them; and I don’t think the American people would adopt it. 

Mr. Yates. I don’t know what is happening there. I think they are 
subsidized by the Government. 

Mr. Dorrrer. In England, up until recently, they had complete 
Government operation and, as a result, the people had less than in this 
country. It was an utterly ridiculous comparison. 

Mr. Yates. Let us stay in this country. Shouldn’t you compare 
communications with the airplane industry, or your railroads which 
arealso under Government regulation ? 

Mr. Dorrrer. But you are comparing a common carrier with free 
enterprise. 

Mr. Yarrs. Isn’t the operation of a broadcasting station a public 
utility ? 

Mr. Dorrrer. No. 

Mr. Yates. Then, I was under a misapprehension, I must confess. 
Ithought as an industry subject to regulation, they were considered to 
be public utilities. 

Mr. Dorrrer. IT would recommend that you read the Sanders case. 
That was decided in March of 1940 and I think it is in volume 363, 
but that is a rough guess. 

Mr. McConnavenry. I think the act itself tells you that without 
reading the case. 

Mr. Barriry. The act says that a broadcast station shall not be 
deemed a common carrier, and they are talking about common carriers. 

Mr. Yatrs. Did you say public utility or common carrier? 

Mr. Dorrrrr. I said they are neither. 
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Mr. Yates. The Commissioner says it is not a common carrier, 
Does that mean it is not a public utility? 

Mr. Dorrrer. Yes. 

Mr. Baxer. I think you should read the Sanders case. 

Mr. Yares. All right, I will, but in other fields there are businesgy 
which are considered to be public utilities which are not consider 
to be common carriers. I would assume that the same lack of gy 
absolute would hold with the converse of that problem. 

Mr. Dorrrer. Public utilities are those industries which require, 
certificate from the Government, such as electric power and gy 
companies. 

Mr. Yates. Which require certificates and regulation in the public 
interest. 

Mr. Dorrrer. Yes, and common carriers have to do with transport, 
tion of people, things, or communication. 

Mr. Mack. The differential actually stems from this feature, that 
the rates and the earnings of a utility or common carrier are fixed by 
the people who use them. 

Mr. Yarers. That is is a consequence. The first determination js 
whether it is a public utility and if it is considered to be a business of 
a type that should be regulated as a public utility, then you regulate 
its rates. 

Mr. Dorrrer. And services under statutory direction. 

Mr. Yates. That is correct, I am talking about doing this by statute 
The first thing you do is to decide whether the business is one affected 
by public interest. If it is, you give it a franchise and give its 
monopoly in the field, but it is supposed not to charge more thans 
reasonable rate. 

Mr. Dorrrer. Now Congress actually does this with the telephon 
business but it specifically said in section 303 that broadcasting shall 
not be a common carrier. 

Mr. Yates. The only dispute that you and I have at this point’ 
that a business may or may not be either or both a common carrier@ 
a public utility. 

Mr. Dorrrer. Yes. 


BROADCAST STATION LISTS 


Mr. Yares. Does the Commission make a list of those to whom ti 
grants licenses for the operation of broadcast stations, AM, FM, and 
television ? 

Mr. McConnaucuey. Yes, sir. 

Mr. Yates. Isthat list available to the public? 

Mr. McConnavueuey. Yes, sir. 

Mr. Yares. What is the company known as Broadcast Music, Inc! 

Mr. Barriey. It is an organization of music publishers and author 
which was created largely by the broadcast industry itself at a tim 
when they were trying to develop competition for ASCAP or the 
authors, composers, and publishers organization. It is a music licen 
ing firm primarily. It is largely owned by broadeasters, but there at 
a substantial number of owners. 

Mr. Yares. Of Broadcast Music, Inc. ? 

Mr. Bartiey. Yes; a substantial number of stockholders. 

Mr. Yates. I thought it was owned by CBS and NBC. 
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Mr. Ler. They are small participants. 

Mr. Dorrrer. About 5 percent each. 

‘Mr. McConnavenury. Very little interest. 

Mr. Yates. Do individuals who are associated with the networks own 

sof it, shares of stock ? 

Mr. Bartriry. I don’t believe so. I am not sure what the situation 
is now. 

Mr. Yates. Is it operated as a monopoly? 

Mr. Bartiey. No. 

Mr. Yates. Do they sell their services ? 

Mr. Barriry. Don’t ask me to make a legal conclusion, I am not 
a lawyer. 

Mr. Yates. Do they sell their services only to chain licensees ? 

Mr. Bartriey. No; indeed. Hotels and restaurants among others 
are frequent users of their music. 

Mr. Dorrrer. I think it came into being because of the fight—— 

Mr. Bartiey. Jeannie With the Light Brown Hair, if you can 
remember that. 

Mr. Dorrrer. The fight between the broadcasters and ASCAP. 


DELAY IN APPROVAL OF APPLICATIONS 


Mr. Jonas. I have one four-pronged question and I am sure the 
information is in the justification, but in order to summarize it and 
torefresh my memory I would like to have some member of the Com- 
mission to say what time lag there is involved and approximately 
how long a final decision might be expected in these sorts of appli- 


cations. 

Mr. McConnavueuey. In what, sir? 

Mr. Jonas. In the following types of cases: First, an application 
by a merchant or a repairman for a shortwave radio circuit for his 
truck? How quickly can you handle a thing of that sort today? 

Mr. Puum»er. Assuming he is eligible, it varies between 3 and 
12 weeks. 

Mr. Jonas. You don’t have any great backlog of those applications 
and reasonable promptness is possible in handling applications for 
people who are eligible; is that right ? 

r. McConnauguey. In the event there is no serious conflict. 

Mr. Purummrr. Twelve weeks is considered a reasonable time. It 
varies between 3 and 12 weeks. 

Mr. Jonas. Twelve weeks wouldn’t be considered reasonable by the 
applicant, I am quite sure. 

ow long would it take you to dispose, and I imagine it would be 
dificult to answer this question because it cannot be standardized, but 
the normal application for a new radio station. 

Mr. Barter. Broadcast ? 

Mr. Jonas. Yes. 

Mr. Barrier. We are almost current. 

Mr, Kenenian. Assuming it is a routine type of application, which 
most of them are and the result is that it will be granted and that will 
be about 4 or 5 months of waiting. We are up to about that point, 

_ Mr. Jonas. I am not asking for the unusual case but the one that 
isnormal and seems to be in order. 

Mr. Keneuan. I think it would apply pretty closely to television 
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Mr. Jonas. What about the increase in bows | for radio stations? 

Mr. Kenenan. That is about the same. lose are the ones that 
are going to start slipping behind while the more or less routine, wp. 
troublesome ones go ahead in 3 or 4 months. 

Mr. Jonas. I suppose it wouldn’t be worthwhile to ask about tel, 
vision where you have competition, That depends on how vigoroy 
the competition 1S. 

Mr. McConnavucuey. Entirely, sir. Some cases will have records 
of 3,000 or 4,000 pages, and some ‘of them will have records of 15,00) 
pages. 

Mr, Jonas. The thing that provokes that question is the situation 
in Charlotte, N..C., where there has been a fight for channel 9 sings 
1948, as I recall it. The people in the communit y blame the Federal 
Communications Commission and accuse it of dilatory tactics and the 
newspapers have been very critical. I have discussed this with the 
Chairman, the reason for the delay, and I think I understand that 
most of the delay has been occasioned by the extreme competition op 
the part of three different groups seeking the franchise. 

Mr. McConnaveney. That is correct. 

Mr. Jonas. And I understand that recently the Commission rep- 
dered a decision and even that is being questioned by the two losers. 

Mr. McConnavoney. That is also true. 

Mr. Jonas. How much delay can we expect in disposing of the 
matter finally so far as administrative action on the part of the Com 
mission iseoncerned? Isthere any way of telling / 

Mr. Frrzcrratp. I am the Chief of the Office of Opinions and Re 
view. Our emphasis for the past 2 years in our office has been heavily 
on this television backlog. ‘The records, as the chairman has mem 
tioned, have been very large. We were confronted for month after 
month with production from the examiners of 2 and 3 cases, each of 
which might run anywhere from 3,000 to 10,000 pages of record, 
Now we are coming around the corner on that television backlog. 

We have in the office at the moment nine ease to be handled, Tt is 
a question of emphasis. 

Charlotte, N. C., as you say, went out 2 or 3 months ago. Peti- 
tions for reconsideration are filed within 30 days after the final con 
sideration by the Commission, With all that television work whith 
we have processed we have a petition for reconsideration for every 
petition that is lost, with the exception of 1 or 2 that appealed to the 
comt or decided their cause was not sufficient to do so. I am sorry 
to say that Charlotte falls in with those other cases which have pro- 
cluced these petitions for rehearing. 

I would like to say also, and I don’t want to belabor it, that petitions 
for reconsideration are running in page volume approximately the 
size of an entire AM decision in many cases. 

Mr. Jonas. I happened to read one of the petitions sent to me by 
an interesed party and I can understand how difficult it would be to 
<lispose of all of those cases under these petitions if they are as volu- 
minous as this one. 

Mr. Yarrs, And they are. 

Mr. Jonas. A simple answer is that they have to take their turn at 
the mill, just as any other person. 

Mr. FrrzGrratp. Yes: but I think the signs are more encouraging 
in that as we do turn the corner on those television cases which were 





tions] 
these 
man, 

Mr 
the p' 

Mr 
mout 
critic 


nothi 
to pe 
the F 
not t 

Mr 


w long in hearing and the grants needed to be made, we intended to 
gncentrate upon those petitions for reconsideration so that they will 
not be subject to many, many more months’ delay. 

Mr. Jonas. One other comment and I will throw it out simply for 
what it may be worth to the Commission. You may not be aware 
of it but you gentlemen have been denounced in no uncertain terms not 
oly in areas that I am familiar with but no doubt elsewhere where 
you have had these long delayed cases.. I don’t know whether you 
havea public information officer or not, but Iam inclined to believe you 
need one to explain to the public the reason for these long, continued 
delays. People can’t understand why an application would be 7 years 
being kicked around by contestants and by delays of various sorts. 
They blame the Commission and they write to their Congressman to 
ge why he can’t get an investigation by Congress undertaken. 

Do you make any effort to put your side of this thing before the 
public or not £ 

Mr. FirzGerarp. Not from our standpoint. 

Mr. Jonas. Or do you act as a court and think you are above criti- 
cdsmand just laugh it off ? ; 

Mr. FrrzGrratp, We answer the mail as we can, but we feel, at 
least. in my office, and I am only speaking for myself, that our rela- 
tionship problem is going to be solved, insofar as it can be, by getting 
these decisions out, and I am not in a position to be a public-relations 
man, but we are trying to do that. 

Mr. McConnaveury. I do not think we have done the job of telling 
the public as we should have. 

Mr. Jonas. I am inclined to believe you have been a little close 
mouthed about it myself. I think you could have eliminated much 
qriticism if the newspaper people who write the editorials knew the 
full story. 

Mr. McConnaveuey. I think you are right. It is difficult to ex- 
plain. As you know, from 1948 to 1952 there was a TV freeze, and 
nothing opened up until 1952, plus the fact that it is difficult to explain 
to people all the rights of the parties at comparative hearings and 
the protests and the delays which the parties themselves cause and 
not the Commission. 

Mr. Jonas. I understand it. 

Mr. McConnavucuey. I appreciate what you have said. 

Mr. Tuomas. Thank you very much, gentlemen. It is always nice 
tosee you. 
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SALARIES AND EXPENSES 


Program dnd financing 





| 3" 
1956 actual | 1957 estimate 1958 estimate 





| vedliclcouninchensiaed 


| | 
Program by activities: | | 
1. National science policy studies-_-_------ eecnasesese] 574, 808 $750, 000 | $700, 00 





2. Support of science: | 
(a) Grants for support of research projects... ...._.| 9, 492, 667 | 16 349, 440 | 29, 666, 000 
(6) Grants for support of research facilities... | 522, 500 | 5, 795, 000 12, 005, 00 
(c) Grants for training of scientific manpower. - -- 3, 521, 134 14, 465, 000 | 18, 750, 000 
(d) Review of research and ee programs... .-.. 747, 049 1, 152, 581 | 1, 504, 08 
3. Scientific information exchange -- He Eee 530, 033 | 969, 803 | 1, 556, 000 
4. Executive direction and manage ment___. ; a 500, 744 700, 700 | 730,00 
Ld 
IEEE. 5 6. open nweeehtcorens seene------| 15,988,935 | 40, 182, 524 | 65, 000, 000 
Financing: | | 
Unobligated balance brought forward ....._... envetiel —171, 459 —182, 524 | 1142s acme 
Unobligated balance carried forward-..............----- .| fee ae 
Ce ine iia i a ale | 16, 000, 000 40, 000,000 | 65, 000,00 
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Obligations by objects 





NATIONAL SCIENCE FOUNDATION 


Total number of permanent positions___- 

Full-time equivalent of all other positions... _.___ 
Average number of all emplovees 

Number of employees at end of year 


salaries and grades: 
‘Geral schedule grades: 
Average salary... 
Average grade... ....... a 
Ungraded positions: Average salary__...-- 


Personal services: 
Permanent positions L 
Positions other than permanent ___. 
Regular pay above 52-week base. .__ 
Payment above basic rates ; 
Other-payments for personal services___- 


Tota! personal services 
Travel... 
Transportation of things_-- 
Communication services. 
Rents and utility services___ 
Printing and reproduction 
Other contractual services _ - Boe 
Services performed by other agencies 
Supplies avd materials_. 
Equipment. ithiteled 
Grants, subsidies, and contributions... 
Contribution to retirement fund 
Refunds, awards, and indemnities 
Taxes and assessments__ Laks 


eS2 SsaRzres 


mS 


Total, National Science Foundation 


ALLOCATION TO DEPARTMENT OF THE NAVY 


Supplies and materials____._- 


ALLOCATION TO LIBRARY OF CONGRESS 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year... 


Average salaries and grades: 

General schedule grades: 

Average salary_..._. 
Average grade 


Personal services: 
Permanent positions____ J 
Positions other than permanent 
Payment above basic rates 


Total personal services 
Communication services 
Printing and reproduction._..__._. 
Other contractual services 
Supplies and materials 
Equipment 


Total, Library of Congress__. 
Total obligations 


88278—57—pt. 2——27 





1956 actual | 1957 estimate 1958 estimate 


$14. 019 


$1, 152, 504 
64. 091 
5, 150 
15, 745 | 
1,799 | 
1, 239, 379 | 
104, 331 
966 
40, 489 | 
528 | 
53, 054 
315, 576 
94, 000 | 
17, 576 
37, 128 
14, 052, 566 | 


620 |_- 





5, 988, 935 


$1, 664, 840 | 
73, 100 } 


17, 500 } 


5, 000 


1, 760, 440 | 


174, 478 
1, 700 
50, 000 
1, 339 
65, 500 


4, 463, 429 | 


100, 090 

22, 500 

35, 000 

33, 473, 825 


3, 300 


40, 151, 521 


$4, 430 


$25, 765 


1, 591 | 


27, 356 


100 


900 | 


1, 300 


700 | 


647 


31, 003 


40, 182, 524 | 


tessa — 


$1, 924, 000 
115, 600 

6, 500 

15, 400 

500 

2, 062, 000 
210, 000 

1, 700 

50, 000 

1, 500 

55, 500 
4,905, 100 
100, 000 
23, 000 

25, 000 

57, 434, 800 
127, 000 


"4, 400 
65, 000, 000 


$65, 000, 000 
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Budget authorizations, expenditures and balances 


es 


1956 actual 1957 estimate | 1958 estimaty 





—— 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation nanan ne ennadec---200--n2-----------------] $16,000,000 | $40,000,000 | $65,000.05 
Balance brought forward: , 
ih. oon. 0a ka aed ces SP AT 171, 459 192,624 }W....0 
ri ne dD inncne sn encehvben nan iathbeenes 6, 436, 830 | 8, 827, 404 13, 330/00) 
Total budget authorizations available... ...........-. 22, 608, 289 | 49,009, 928 73, 839,09 
|= Ss >| = 
EXPENDITURES AND BALANCES 
Expenditures— 


Out.of current authorizations --.-.-- i\ 13. 598. 361 | 30, 430, 000 41, 335.00 
j 13, 598, 361 | 











Out of prior authorizations K 4, 740, 928 | 9, 075,00) 
eka tts cain tec incemea | ese 

Total expenditures................---.------------ 13, 598.361 | 35,170,928 | 50, 410,09 

Balance carried forward: | 

ek ee : 108 id |... 4--los oe 
UMNO cueds 4. =... 5-c0s-c- Jeuwcgeesenk sung aw 8,827,404] 13,839,000 | 28 4999 
j-—— e—_—_——— |-—---_--——.. 

Total expenditures and balances. ----- ain 22, 608, 289 49, 009, 928 78, 839, 00 





Mr. Tuomas. Gentlemen, will the committe please come to order! 

We have with us this morning representatives of the National 
Science Foundation as we begin the consideration of their budget 
request. 

We are certainly delighted and honored to have with us again our 
distinguished friends, who are certainly some of the outstanding 
people in our American public life and some of the outstanding scien- 
tists of the world. 

It is always a pleasure to have you with us, gentlemen. It is nice 
to see you, Dr. Waterman, again, and Dr. Sunderlin, the Deputy Diree 
tor of the Foundation; Mr. Kelly, Assistant Director for Scientific 
Personnel and Education; Mr. Wilson, Assistant Director for Biologi- 
cal and Medical Sciences; Mr. Thompson, Head, Office of Scientific 
Information; Mr. Sheppard, Comptroller; and Mr. Hahne, Budget 
Examiner. 

We could not operate without our distinguished friend, Dr. Bronk, 
Chairman of the National Science Board, President of the National 
Academy of Sciences and president of the Rockefeller Institute for 
Medical Research, and president of about 10 other organizations. 

We are also delighted to have with us Dr. Gross, Vice Chairman, 
National Science Board and vice president and dean of Duke Uni 
versity ; Mr. Adams, research professor, department of chemistry and 
chemical engineering, University of Illinois; Dr. William V. Houston, 
president of Rice Institute, the greatest technical engineering school 
not only in the United States but in the world. Doctor, we are de 
lighted and honored to have you with us. 

Mr. Evins. Where is that school located ? 

Mr. THoaras. It is located about 4 blocks from where I live. 

We are also delighted to have with us Dr. Middlebush, president 
emeritus and director of development fund, University of Missouri. 

We are certainly delighted to have you gentlemen with us. 

Dr. Waterman, we are not going to spend all this time talking about 
dollars and cents this morning. We want to have all of these dis 
tinguished gentlemen give us a little speech. We had the pleasure of 
having our friends in here who represented the activities connected 
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with the Geophysical Year. One of them was a distinguished gentle- 
man sitting at the end of the table and I insisted that he do a little 
talking, and he said “You do not have to insist too much. I believe 
[can make a speech with every rise in the sidewalk. 

Tt was an expression I had not heard before. 

Mr. Bronk. It sounds like Joe Kaplan. 

Mr. Tuomas. I had imagined it would be about time for him to 


be here again. ; 

Mr. Waterman. It was Dr. Gould. He is now in Antarctica. 

Mr. Toomas. Where is Dr. Kaplan? Is he back in California? 

Dr. Waterman. He went back to California. 

Mr. Tuomas. Well, that man fooled me. I told everyone he was a 
westerner, but he was born and reared on the eastern coast. 

Anyway, it is nice to have you, gentlemen. 

Tell us something about what your headaches are, what you want 
that we can do for you, what about your new program, and let us— 
everybody—do a little talking this morning. 

Do you have a general statement, first ? 


GENERAL STATEMENT 


Dr. Warprman. Mr. Chairman, I have a statement for the record 
which I might just briefly highlight for you and the committee. 

Mr. Tuomas. At this point in the record we shall insert your pre- 
pared statement. 

(The statement referred to follows:) 


STATEMENT OF ALAN T. WATERMAN, DrrectToR, NATIONAL SCIENCE FOUNDATION 


Mr. Chairman and members of the committee, it is always a very welcome 
opportunity for me to discuss with you our mutual concern with the problems 
involved in forwarding our Nation's scientific progress, and the measures re- 
quired to assist in meeting these problems. 

At the turn of this century a brilliant prediction was made by Sir William 
Osler, the renowned physician, teacher, and medical historian. He said: “The 
future belongs to science. More and more she will control the destinies of 
tations. Already she has them in her crucible an‘ on her balances.” Sir William 
was not able to witness the accuracy of his prophecy. He died in 1919—only 16 
years after the first successful flight of the Wright brothers. Although Osler’s 
vision was truly prophetic, it has proven to be less amazing than the ease with 
which we have become accustomed to the miracles of science. In my generation— 
during which concern over implications of intercontinental missiles has suc- 
ceeded acclaim for the first flight by man in a heavier-than-air machine—we 
have come to expect a continuous flow of scientific miracles from the billions of 
dollars concentrated upon applied research and development, without appre- 
tating the extent to which these applications of science depend upon basi« 
research. 

Our Nation’s welfare, economy, and defense depend directly upon our success 
in pushing back the frontiers of knowledge through basic research. And success 
in vigorously exploiting basic scientific knowledge is related to progress in science 
generally—the availability of trained manpower, research funds, research tools, 
and current scientific information. 

During the 5 years the Foundation’s programs have been in existence we have 
ligated a total of about $34 million for the support of basic research. for the 
improvement of science teaching, and for the awarding of graduate fellowships 
in science. Encouragement of the progress of science is a long-range matter : 
therefore, completely valid evaluation of our major programs—particularly in 
tems of basic research results—will require a broader span of experience 
than we now have. However, on the basis of 5 years’ experience, we can begin 
to draw reasonable conclusions that will test the effectiveness of our programs 
for promoting high-quality basic research, for improving science teaching, and 
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for stimulating a more nearly adequate supply of outstanding young scientists 
We have, therefore, begun to give greater emphasis to evaluation measures, The 
document Evaluation Measures for NSF Programs of Basic Research and Edn. 
tion in the Sciences, which has been furnished to you, explains activities in thy 
area to date. Our plans for carrying out further and more intensive evaluation— 
particularly in the education in the sciences program—are described in thg 
document and in the 1958 estimates. 

Before discussing program activities of the NSF, I should like to cover briefy 
the objectives of our national scientific effort and some of the problems gp. 
nected with meeting these objectives. 

Our age of technology is founded directly upon science, and our future ag, 
nation will depend in no small measure upon our ability to maintain and to jp. 
crease our progress in scientific research and in technological development, The 
potential impact of accelerated scientific research has been ably stated by Mr, 
Gwilym A. Price, president of the Westinghouse Electric Corp., in a regent 
address: 

“In pushing back the frontiers of science through organized research, in allow. 
ing human ingenuity free play, we could be led to a solution of national ang 
world problems. which now beset us. We may learn the basic of human conduct 
and so end some of our waste of human talent and erosion of the human soul. We 
may come to understand the nature of matter and the processes of living organ 
isms. We may reach the very highest levels of creative thought and ability. We 
may build a new America, and perhaps help to build a new world, richer in spirit. 
ual and cultural values as well as material things * * *.” 

The objectives of our national scientific effort are continuing and long-range. 
They can be achieved only by solving immediate and interrelated problems. 

First, we need to strengthen further the conduct of basic research, so that the 
requisite fundamental scientific knowledge is available for the maintenance of 
our economic and military leadership. The importance of basic scientifie re 
search was stressed by Dr. Vannevar Bush in Endless Horizons, where he stated: 

“Basic research leads to new knowledge. It provides scientific capital. It 
creates the funds from which practical applications of knowledge must be 
drawn. New products and new processes do not appear full-grown. They are 
founded on new principles and new conceptions, which, in turn, are painstakingly 
developed by research in the purest realms of science * * *,” 

Yet, basic research has received only limited attention from its two primary 
“nsers’’—industry and Government. The most recent data available shows how 
small a fraction of research and development funds have gone to basie re 
search—4.1 percent by industry in 1953, and 6.5 percent by Government in fiseal 
year 1955. In a democracy we cannot raise the level of basic research by fiat. 
However, we can secure more basic research by supporting greater numbers 
of our scientists who are competent to perform such research. 

Second, we need the competent scientists required to carry on basic research 
and to instruct advanced students. The training of a scientist is long, arduous, 
and expensive. Therefore, we must take steps to assist outstanding graduate 
students in science to complete their training and to encourage others to take 
additional training which will increase their effectiveness. This is an excellent 
short-range approach which makes fully trained young scientists immediately 
available. 

Third, we need to increase the quantity and improve the quality of science 
teachers, particularly in the high schools. In the face of a 23-percent increase 
in high-school enrollments between 1950 and 1956, smaller numbers of qualified 
college graduates have entered high-school science teaching. We need also & 
improve the quality of our present science teaching. Of 70,000 science teachers 
presently in the high schoels, only have half majored in the subject taught. 
Better training for our future scientists requires that we do everything possible 
to raise the qualifications of our present science teachers and to encourage 
greater numbers of qualified college graduates to enter high-school teaching. 

Fourth, we need to motivate more able students to become scientists and engi 
neers and to teach these subjects. There will be an increasing need for such 
persons in future years. Yet, statistics indicate that of our young people, capable 
of college work—the top fifth of an age group—only about 44 percent enter col 
lege, and of these only about three-quarters graduate. 

Fifth, the Nation’s colleges and universities need modern research equipment 
in order to make the most effective progress in basic researeh and in the training 
of scientists. As science develops, intricate new research tools have been created, 
and new fields, requiring extensive instrumentation, have emerged which are 
beyond the capacity of universities to provide. 
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Sixth, we must improve methods for making research results available to 

American scientists. Information on research results is disseminated by many 

books, articles, monographs, reports, papers at scientific meetings, and 

go forth. Instances are numerous where important discoveries have been post- 

poned and research duplicated unnecessarily because results of prior research 
have not been readily available. 

programs of the Foundation are balanced to assist in the attack on each of 
these problems. The budget estimate of $65 million for fiscal year 1958 con- 
templates support of the major programs discussed with this committee last year, 
with realistic expansion to meet definite needs. A brief sketch of the manner in 
which NSF programs are directed toward each of the six problem areas I have 
discussed will be helpful to our further discussion. 

Promoting the conduct of basic research.—Our program for support of basic 
research contributes to the discovery of new knowledge for application to 
military and industrial technology and to the improvement of health. It also 
romotes better utilization of existing research manpower, primarily at aca- 
demic institutions. The $16 million being obligated in fiscal year 1957 for basic 
research will fund about 1,100 research projects, and also will provide training 
in research for about 2,200 graduate assistants and research associates. This 
amount represents support of one-third of the dollar amount of meritorious 
applications estimated to be considered by the Foundation for support in fiscal 
year 1957. This percentage should be substantially higher—particularly when 
it is considered that proposals judged to be meritorious have been rigorously 
appraised by non-Government scientists as well as the Foundation with respect 
to quality of research and competence of the researcher. 

In view of the need for increased basic research, we should take full advan- 
tage of the capabilities of the competent scientists available at universities. 
Therefore, we are requesting funds which would permit support of about 50 per- 
cent of the estimated $60 million worth of meritorious proposals in fiscal year 
1%8. This amount would also provide research training opportunities for 
about 3,000 potential scientists, as graduate student assistants and research 
associates. 

Training of scientists —Our program of graduate fellowships in science is 
now in its fifth year of operations. From 1952 through 1956, 3,042 predoctoral 
and 291 postdoctoral fellowships were awarded. Insofar as present methods 
for testing and evaluating applicants will permit, we have reason to believe 
that Foundation fellows are drawn from the top 5 percent of the Nation’s science 
graf_uate students. 

We hope to make 1,230 predoctoral and postdoctoral awards in fiscal year 
1%8, an increase of 250 fellowships over the number to be awarded during 
the current year. This appears to us to be the appropriate level of support to 
maintain. In addition, we plan to award 200 fellowships for additional training 
of college science teachers, and to provide 180 special fellowships in areas 
where the shortage of scientific specialists is critical. The former program 
is being initiated this year with 90 awards, and the latter program will begin 
in fiscal year 1958. 

Improvement of science teaching.—Long-range improvement of our scientific 
and technological strength requires improved science teaching. 

Summer institutes offer training to high school and college science teachers 
during the vacation season. In the summer of this year we will support a total 
of 9% institutes at colleges and universities, where courses in various fields 
of science will be offered to 4,500 high school and 250 college science teachers. 
Aslight expansion of this program is contemplated in 1958, to support about 100 
simmer institutes which provide this training to some 5,000 teachers. 
Academic-year institutes fill a need for more intensive training of hich school 
ience teachers than can be provided during the summer. For example, there 
are high school science teachers who desire to make substantial improvement 
in their skills. There are others now teaching whose college training has been 
in other disciplines. There are also former science teachers who need consid- 
fable up-dating in their training if they are to return to the classroom and 
Perform effectively. Two academic-year institutes were supported with fiscal 
year 1956 funds, and a significant expansion of the program was possible this 
year. This fall a total of 16 academic-year institutes will begin full-year 
courses to train about 850 high school science teachers. About the same number 
ame contemplated in fiscal year 1958. These year-long institutes will train only 
about one-half of 1 percent of our high school science and mathematics teachers 
tach year. Despite the enthusiastic endorsement by both teachers and school 
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officials, we believe this program should not be expanded beyond the pregen 
level lest too many active teachers be withdrawn from their classrooms, 

Development of more scientists and engineers.—If future needs for manpower 
in science and engineering are to be met, an increasing proportion of our 
able students must become acquainted with the opportunities in these fields, J 
order to ‘stimulate student interest in science, we nave experimented with g 
variety of programs. For example, we have supported visits of outstanding 
scientists to small colleges to lecture and counsel students and teachers on de 
velopments in science. We have supported circulating science libraries 
smaller high schools. We are now supporting a program to permit experieness 
teachers—specially trained for the project—to present scientific lectures ang 
demonstrations at high schouls. 

In addition, other programs are also underway or planned for 1958. Distribp. 
tion of career information materials will be supported. Support will be give 
to efforts to improve course content and presentation of material by revision of 
course outlines; by regional conferences of teachers, administrators, educators, 
and scientists to discuss means for improving courses; and by the development 
of modern teaching aids, particularly high-quality instructional films to supple 
ment classroom lectures. 

The President's Committee on Development of Scientists and Engineers—fop 
which the Foundation is providing the secretariat—is also concerned with the 
problem of increasing our scientific and engineering manpower resources, pri- 
marily through stimulation of interest and action on the part of local ednea- 
tional and professional groups, and industrial organizations. 

Making modern research facilities available.--Last year we presented for the 
first-time aprogram directed to the support of facilities and major equipment 
for advancement of basic research. This program emerged in response to the 
needs of college and university research scientists for access to modern facilities, 
Since progress in basic research now often depends upon complex and precise 
equipment as well as upon high-quality scientific manpower, the National 
Science Foundation proposes to continue to assist universities by making such 
equipment available to their scientists. 

This fiscal year we are providing limited assistance to biological field stations; 
support of preliminary work on a new optical astronomy observatory ; partial 
assistance for construction of a nuclear research reactor; and support for com 
struction of a modern radio astronomy installation at Green Bank, W. Va. About 
$4 million will be obligated for the latter facility, and will provide an operating 
observatory with minimum research equipment. 

The fiscal year 1958 estimates include funds for a new 80-inch optical tee 
scope at.a location to be determined by studies now underway; additional de 
sirable research equipment at the radio astronomy observatory; assistance to 
universities to secure a limited number of nuclear research reactors and high 
precision nuclear accelerators; assistance to universities to secure a limited 
number of large-capacity. high-speed electronic computers; and assistance to 
biological field stations and specialized laboratories, primarily to rehabilitate 
and modernize plant and equipment. 

Improvement in methods of making research results available to American 
scientists.—Because scientific progress also depends upon creative application 
of existing knowledge to solution of new problems, we need to improve present 
methods of making research results available to American scientists. 

The tremendous volume of scientific publications creates special problems in 
reviewing, abstracting, and organizing material. The areas of greatest difficulty 
lie in the foreign-language publications—particularly Russian—and in the 
volume of Government nonclassified technical reports. To assist in the first area, 
we have been and will continue to support importation, translation, abstrae 
tion, and dissemination of foreign scientific journals. Emphasis has been given 
to Russian publications because of the quality and extent of their research. I 
the second area, we plan to increase support of efforts to locate, announce, refer 
ence, and disseminate Government nonclassified technical reports, and to inform 
scientists where research in their fields of interest is carried on under Goverl- 
ment sponsorship. 

Long-term solutions to scientific information problems lie in application of 
mechanization to various information processes. Research on methods for 


mechanical translation, storage, and location of information has been and will 


continue to be supported. 
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Pxchange of ideas is stimulated by personal contact between scientists of 
different nations. We have supported a program for partial payment of travel 
nses to permit carefully selected American scientists to attend international 
scientific meetings. Of particular interest are the reports of several prominent 
American physicists who were assisted by the Foundation to attend a recent 
Russian-sponsored conference on high-energy physics. These reports indicate 
that we must give serious consideration now and in the future to the tremendous 
strides that Russia has been making in production of scientific manpower, in 
research instrumentation, and in basic research. 

Studies related to national science policy—The surveys and reports program 
of the National Science Foundation has yielded valuable facts by providing the 
first comprehensive inventory of our national research and development resources 
and activities. Our budget this year provides for a shift in emphasis in this 
program toward the analysis and interpretation of facts so that trend informa- 
tion can be obtained. A reduction in funds for this program is planned in 1958, 
resulting from plans to use fact-gathering activities of other Federal agencies to 
a greater degree, and plans to utilize Foundation staff only for supervision of 
ongoing studies and analyses of data assembled or to be developed. Staff will be 
reduced from a total of 37 positions in fiscal year 1956 to 18 positions in fiscal 
year 1958. 

In view of the shortages of scientific manpower, the Federal Government must 
be currently informed as to the numbers and utilization of personnel in this 
category. The Register of Scientific and Technical Personnel will be maintained 
so that skilled personnel may be quickly located in event of national emergency, 
and so that data may be available for manpower studies. A total of 144,000 regis- 
trations were on file at the end of fiscal year 1956, and will rise to about 195,000 
during fiscal year 1958. 

The Foundation, in carrying out the programs I have discussed, has emphasized 
the holding of administrative costs to a minimum consistent with effective per- 
formance of our functions. Although our workload has increased substantially 
in complexity and extent during the last year, the percentage of funds required 
for operating costs have been greatly decreased—for example, operating costs 
will decrease from 6.1 percent of total obligations in fiscal year 1957 to 4.4 per- 
cent in fiscal year 1958. 

In closing I should like to add just one more point. The role of science in the 
national economy and in international affairs has reached a degree of importance 
such that the future role of the Federal Government in science activities becomes 
more than ever a matter of national concern. Fundamental to the national effort 
is the support of basic research along the lines followed by the National Science 
Foundation and other Federal agencies. The data I have presented on this 
phase of our activities clearly indicate that the desirable level of support for 
basic research has not yet been reached. However, the portion of our 1958 
budget request concerned with this activity shows that we are approaching our 
goal. The criterion is simply to provide support to the competent scientists of the 
country for research on problems of high quality and of basic importance. By 
providing funds for approximately two-thirds of the dollar value of meritorious 
research applications we receive, we can maintain a proper degree of selectivity 
and, what is most important, see to it that able research individuals in colleges and 
universities continue actively in the basic research which is one of the primary 
functions of their institutions and which is necessary to attain our technological 
goals. At the same time, this program provides for the necessary basic training 
of graduate students thereby making additional scientists immediately available 
to the country whether in industry, Government, or in academic life. Further- 
more, in providing these researchers with the modern research facilities which 
they need, our present request puts the Foundation primarily in the position 
of furnishing capital research equipment which is needed and is clearly beyond 
the reach of individual institutions. The degree to which the Federal Government 
should provide funds for more widespread and less costly research equipment is 
also a matter of importance. Here the Foundation takes the position that it 
should proceed carefully in the hope that State, municipal, and private funds may 
take adequate care of such general needs. 

In the highly critical areas of scientific and engineering manpower, it is our 
feeling that the Federal Government should take the lead in analyzing the 
situation and should take appropriate steps to deal first with the most critical 
or urgent aspects of this problem. In the opinion of the Foundation, the most 
critical factor is improvement in the number and competence of science teachers. 
Our program is primarily directed to this end. Again, it is earnestly to be hoped 
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that in accordance with our traditions in education, local support of all kings 
will be forthcoming to handle more efficiently such matters as salaries for tegep. 
ers and the improvement of teaching facilities. Progress in this entire matter jg 
vital. It is our belief that the Federal Government must, in any event, stang 
behind constructive moves to see that our national goals are attained. 


Mr. Tuomas. You may proceed, Doctor. 
TECHNOLOGY DEPENDENT UPON RESEARCH, MANPOWER, AND FACILITIES 


Dr. Waterman. In the first place, I just want to call attention 
although I think it is hardly necessary to stress, the great. importaneg 
of science that all nations are realizing now. Really, what they ap 
interested in, of course, is technology, for defense and for economic 
reasons. But in order for us to make good on this advance in tech. 
nology and to maintain our position and improve it, it is highly neces. 
sary that science itself be developed; in other words, the support of 
basic research, and that carries with it the training of scientists that 
will be able to carry on, whether for Government or industry, o 
university work. 

Science provides the research material which technology must us, 
Tt also is necessary to provide for the facilities which technology will 
use and, above all, the men to do the work. It is by the support of 
basic research that those things are primarily achieved. 

So our program is divided into three major categories: First, the 
support of basic research along the lines with which you are familiar; 
and secondly, the support of major research facilities which are neces- 
sary to carry forward the frontiers of science in certain badly needed 
cases. Here we are thinking about the country as a whole, to provide 
major facilities that the country as a whole will need so that our 
scientists can best improve their opportunities for basic research. 
Thirdly, we stress support for the training of scientists. That is, of 
course, a very essential thing to be done. We know in certain fields 
of science that the shortage is extremely critical. We know that the 
shortage of teachers is very critical, indeed. 

The hopeful element in the situation is the fact. that the numbers 
of students that are coming to the schools and colleges are increasing, 
Weare facing a big bulge in the school-age group, so that within about 
15 years we fully expect. that the population in uor colleges will double, 


AMERICAN AND SOVIET PRODUCTION OF SCTENTIFIC MANPOWER 


Mr. Tuomas. Dr. Teller tells us we are sunk and that we had just 
as well recognize it. He says there are no ifs and ands about it; that 
we are behind at least 15 years, and the thing to do is to start now to 
overcome that lead which Russia has. He says we cannot do that 
under 10 or 15 years. 

Do you agree with that statement? 

Dr. Waterman. I think he overemphasizes this. What he meant 
to call attention to, of course, is the shortage which we have already 
suffered, and that means in the age group of roughly 25 to 35 adequate 
numbers of scientists simply are not present. 

I believe by our methods—— 

Mr. THomas. I am not talking about what he failed to say. Iam 
talking about what he said. He said there was no need of saying “if 
or and,” but here it is. 
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Dr. WaterMAN. He is right in that we have to catch up. 

Mr. Tuomas. He said that in the next 10 years Russia will over- 
take and surpass us, and that the problem is to start laying the foun- 
dation to get the leadership back in 10 or 15 years. Why we have 
reached that point is something else, but I think we all know the 
answer to that. 

Do you agree with his general assumption that we in this country 
are losing the leadership ? 

Dr. Waterman. I am not sure about that, sir. That is still to be 
determined. 

Mr. Tuomas. Is it an arguable point that he made, and what is the 
assumption if everyone does not agree? 

Dr. Waterman. I would think it an arguable point. His state- 
ment would be true if you deal with numbers alone, but if you deal 
with quality, it may be that we can carry through. We do have a 

p, and we have got to fill this and catch up. That is really what 
it comes down to, but the proof of the pudding is in the eating. We 
can do it if we make up our minds to do it, because I believe our sys- 
tem is better. However, quality is the answer, and in this sense, as 

ou say, Mr. Chairman, the Foundation is very much involved. We 
Lie elected to put major emphasis on teaching, on the greater number 
and greater competence of teachers, feeling that the human ma, 
terials will be there—the boys and girls. 

Mr. Tomas. High schools or colleges, or both ? 


Dr. Waterman. Both. 


HIGH-SCHOOL SCIENCE INSTRUCTION 


Mr. Tuomas. T understand the high-school teachers through some 
organization or through some branch of an organization of high- 
ool teachers are having their annual meeting on the east coast. 

Dr. Bronx. They are holding that meeting in Atlantic City. 

Mr. Toomas. They are over there every year. The statement came 
out 2 or 3 days ago that one of the chairmen of one of the subcommit- 
tees or someone of some high standing in the organization said that 
what had been said about the high-schools lagging was not true, and 
that the number of students who were studying science and math was 
on the increase in the high schools and that generally we were not 
behind; that our high schools were better than, perhaps, they had 
ever been. 

We certainly will not fall out with him on that basis, but when it 
comes right down to brass tacks, whether we are behind or not, is 
the quality of students and teachers in high school in math and 
sciences good, and are we in good shape, medium shape, or poor shape? 
What is your opinion? 

Dr. Waterman. It is true that more students are going into science, 
and it is also true we can greatly improve the quality of our teaching 
and that those who are now teaching could profit very much by the 
type of training the Foundation is offering in the summer months and 
the chance to go to a university for a year to improve the knowledge 
of their subject and the quality of their teaching. 

Mr. Tuomas. Maybe you intend to cover that point and TI should 
not have interrupted you. 
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RUSSIAN ADVANCES IN SCIENCE 


Mr. Versetu. I wanted to refer to the point just raised about the 
statement of Scientist Teller. 

I got the impression that he did say within 15 years we might wel] 
be surpassed by Russia. It is comforting to note that you think withiy 
the next 15 years we are going to make considerable progress. But jj 
is not uncommon to read a good many articles in the press that 
Russia is in the front row in many categories of government and jp 
production of those things that go with it. The question that I wanted 
to raise is this: When we know that she is backward in agricultyy 
and the type of living that her people are subjected to, and we knoy 
that to be a fact, and that she has not surpassed us in anything else, 
why should it be that we are in such a dangerous position from the 
standpoint of science? I just do not believe a lot of this propaganda, 
Of course, I have nothing to base it on except that I do know some. 
thing about her general agricultural situation and about her type and 
mode of living, as all of us do. It seems to me exceptional if she jg 
so far advanced in science and so very backward in practically every 
other field of endeavor. 

That is all I have to say, Mr. Chairman. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


PLACEMENT OF REFUGEE HUNGARIAN SCIENTISTS 


Mr. Ostertrac. Dr. Waterman, it is my understanding that a large 
number of scientists have escaped from Hungary in connection with 
the recent revolt and that they are now here in America. 

Have you any estimate as to the number of scientists that migrated 
here as a result of the revolt in Hungary and what sort of scientific 
fields they are getting into? 

Does the National Science Foundation concern itself with that 
matter ? 

Dr. Waterman. We have followed this very closely from the be- 
ginning not only with regard to the numbers but what agencies wer 
able to do something about it, and what authority the Federal Goy- 
ernment had. One of the most active agencies at the moment is the 
National Academy of Sciences. Dr. Bronk can speak about the very 
definite steps that are being taken to handle this situation by the 
Academy-Research Council. They have a unit right up there at 
Camp Kilmer. 

Dr. Bronx. We have been working with that committee under the 
chairmanship of Tracy Voorhees. I would say there have been 
about a hundred people that you could identify as really significant 
scientists whom we have found from among the group that has 
already come over. Quite a few of those who escaped from Hun 
gary are still over there in Austria because they have been hoping 
that things might clear up so they could have more information om 
getting back. However, I think they have practically given up that 
hope now, and I think we will see more of them coming over to this 
country if we want them. 

Our big job is to identify them and find out where we can place 
them. It is going very well. For instance, I remember that Georgia 
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Tech, I think it was, was building up its chemical engineering de- 
partment and we found three of them, all of whom were appointed 
and given associate professorships within the course of.a week of our 
finding them up here at Camp Kilmer. ; 

Dr. Gross. This is getting to the grassroots. I can cite a case of 
one who is well trained, and he certainly ought to be looked after. 
Some scientists are coming to Duke and we will put them on as re- 
search associates and take care of them. This is working through 
the committee very successfully. It is slow because you have to find 
out about these people. Of course, they will be sent out where their 
talents will be used effectively. 

Mr. Tuomas. Good. 


DIFFERENCE IN AMERICAN AND SOVIET METHODS OF PRODUCING SCIENTISTS 


Dr. Waterman. To answer the chairman’s question, very briefly, 
in another respect, and to make clear what it is the Russians are doing. 
In their school system they see to it that every boy or girl going to 
high school has a whole lot of science. Not only that, but they are in 
a position to judge those who are really capable in science and see 
that all those go into the field. 

In our country we believe ours of course is a far superior system 
because the people who go into the field do it of their volition, with 
the enthusiasm and the drive that we have. But, as you know, less 
than one-half of the top 25 percent of our high-school students go on 
to college. So, we are missing a number who would be very com- 

tent scientists, and we are sure of that. 

A part of the thing we want to do is to try to reach this group. We 
believe this can be done first and foremost by having really capable 
teachers who can find these students and show them that there are 
possibilities in a scientific career and give them a good look at science 
sothey may carry on. Above all, we want to get quality people. 


LEVEL OF SUPPORT OF BASIC RESEARCH 


In this opening statement, Mr. Chairman, I will close merely by 
giving you some idea of where we think the Foundation is headed, and 
what sort of level of operation we see in the future. 

I think we see ahead how this is going to work out in the field of 
support of basic research. Our goal is strictly to support those who 
are competent to do research of importance and significance. In this 
we have made a good start in the present budget request, because it 
will take in 50 percent of the value of applications that come to us 
which are really meritorious. 

Mr. Tuomas. Is that the fellowship program ? 

Dr. Warerman. No, sir; the support of research. 

Mr. Tuomas. What is your total, numberwise 

Dr. Waterman. These are the grants for the support of research 
but not the fellowships. If we can achieve the support of about two- 
thirds of the value of meritorious applications for research from the 
scientists of the country, I think we will then have the right degree of 
selectivity and also be able to see to it that. our good research people 
are all busy and have the material and the personnel assistance they 
need. In other words, we can then undertake to develop science in the 
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country in a very strong way. Now this means that we should set our 
sights ahead so that we may reach that sort of a ceiling. 

amy. Tomas. How far away is the Foundation from that ceiling 
now ¢ 

Dr. Waterman. Our present request for the support of basic re- 
search is approximately $30 million, and that will take care of 50 
percent of the dollar value of applications which we expect to receive. 

Mr. THomas. You want to increase about one-third more? 

Dr. Warerman. Not this year, sir. 

Mr. Tuomas. I mean that is your ultimate goal? 

Dr. WaterMAN. Yes, sir; our ultimate goal would be to take about 
two-thirds of the value of meritorious applications, which I think 
would be a good leveling off point. 

Mr. Tuomas. Certainly the word you use, “meritorious,” is going to 
increase by virtue of this program. So, your ceiling will go up, will it 
not? 

Dr. Waterman. Yes, sir. There still will be a limit in the number 
of competent people, and that is what we have to bank on. 

Mr. 'TxHomas. Go ahead, Doctor. 


SUPPLY OF HIGH-SCHOOL SCIENCE TEACHERS 


Dr. Waterman. Referring to the question you asked, Mr. Chairman, 
about the high-school situation, the disturbing thing insofar as the 
supply of teachers is concerned is that, as Dr. Kelly can tell you 
more in detail, of those science teachers who have been fully prepared 
each year for the last few years only half of them actually go into 
secondary-school teaching, You see, the demand for scientists en- 
ables them to find better jobs. Here is where we are really losing a 
great many teachers. 

Our program is, therefore, designed to encourage teachers in every 
possible way, help them out with the materials they need, such as the 
use of curriculum aids, the revision of elementary courses, and through 
our summer institutes. 

Mr. Tuomas. That practice of “piracy” is a good old American 
institution, and I suppose the general good is served through it. So, 
you are going to have to contend with it and start making plans to 
do the next best thing. 

If you have good men, you are not going to keep them all in a high 
school. They are going someplace else. So you have to keep them 
coming in and prepare for the new life. 


LOCAL RESPONSIBILITY FOR TEACHER SUPPLY 


Dr. Waterman. Our position in the Foundation is that if there is 
any way possible this should be done in the traditional way, by the 
local mechanisms—the communities, the school boards, and the States. 
If they are convinced that this problem is acute and needs attention, 
they can take the right steps most simply and, I think, most efficiently. 
But, my personal opinion is that we in the Foundation have to watch 
this, analyze the situation, and see that something is done—hopefully, 
that it can be done locally. That is the way, but it seems to me the 
Federal Government must be in a position to stand behind this whole 
thing and see that action is taken. 
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Mr. Tuomas. There is not anything too wrong with the average 
local school system that an increase in pay to those teachers will not 
cure, is there, Doctor ? 

Dr. Waterman. If we could achieve that, that would be a great 
step; yes, sir. 

Mr. Tuomas. Well, the local communities and States have that 
job, and it should remain their job. However, my own judgment is 
that they are certainly a little behind, or away behind. The teachers 
are underpaid, and the school systems are not going to continue to 
attract the talent that they are entitled to, nor will they be able to hold 
them. 

Off the record. 

(Discusion off the record.) 


ROLE OF THE NATIONAL SCIENCE FOUNDATION IN STIMULATING BASIC 
RESEARCH 


Dr. Waterman. At this point, Mr. Chairman, I thought it might be 
appropriate, if you are agreeable, to have Dr. Bronk make some re- 
marks on behalf of our Board. 

Mr. Tuomas. We would like to have Dr. Bronk and everyone else 
here say something. It is very seldom we get a chance to hear you 
distinguished gentlemen. 

Mr. Yares. It is sort of an annual visit. 

Mr. Tuosas. Dr. Bronk, we shall be glad to hear from you, sir. 

Dr. Bronk. Well, I thought I might make just two comments, Mr. 
Chairman, in regard to our general concept of what our role and 
function is. 

I have always been impressed by the fact that one of the things or 
the two basic things which the Science Foundation should be con- 
cerned with is to give basic support and structure to the whole pro- 

ram of the Government in the field of science and technology and, 
indeed, our whole national effort. 

I was just thinking as we are sitting here now, unless the activities 
that the National Science Foundation is concerned with are developed, 
it is as though you had your textile mills and no cotton-raising in- 
dustry, and as though you had put a lot of money into the develop- 
ment of oil research but did not put any money into oil exploration 
and the development of our basic oil resources; or putting a lot of 
money into the structure of United States steel and aluminum com- 
panies, and so on, without putting any into the mining industry. 

We have this tremendous expenditure, of necessity, for all of the 
developments in the NACA and Department of Defense as well as the 
Weather Bureau, but they cannot operate unless they have the basic 
information with which to deal and upon which our whole operations 
are determined. So I think of the Science Foundation as having this 
one basic function, not to do all the research that is going to be done in 
the country, but to stimulate it and encourage it and to make sure 
that the crannies in our research structure are filled so that all other 
money that we put into science and technology is wisely spent and 
capable of being utilized. 

Mr. Tuomas. Doctor, is the act under which you are operating the 
act which was passed in 1950, together with the amendments which 
have been made since that time? Is it an effective instrument and 
does it give you the tools which you need ? 
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Dr. Bronx. I think so. 
Mr. Tuomas. I have read it three or four times. The language is 
very short, but it is also very broad and indefinite. 


ROLE OF OTHER COUNTRIES IN BASIC RESEARCH 


Do you interpret the wording of your act to mean dollars and 
cents? What bothers me is how ‘does E ngland and France and Italy 
operate in this field, and how are they operating now in the field of 
science ? 

Are they t taking the same latitude that the Federal Government of 
the United States is taking in subsidizing science, or how is it carried 
on in those countries ? 

Dr. Bronx. I think that generally speaking if you compare the 
amount of effort and financial resources that they put into the sphere 
of activities for which the Science Foundation has responsibility, that 
they. would be, excepting in the case of England, in about the same 
sort of relative balance. When you come to England, I think they 
are out of balance now, because of their financial difficulties. At the 
same time they have a lot of momentum of activity and tradition. 

Mr. THomas. Who does it? Is it done through private sources or 
through the National Government ? 

Dr. Bronk. The Government, largely. The chemical industry, as 
Dr. Adams can tell you better than 1, puts a fair bit in, but the major 
part of research in England is supported by the Government, much 
more by the Government relative to the total bill than in this countr y. 

Mr. Tuomas. Through university laboratories and Government 
laboratories ? 

Dr. Bronx. Universities; yes, sir. 

Mr. THomas. What about France and what about Germany before 
the war? 

Dr. Bronx. Germany before the war was a balance between support 
by their private industries and by the Government. For instance, the 
Kaiser Wilhelm Institutes were developed just for that purpose, but 
the big chemical, steel, and electrical industries had very fine labora- 
tories as well. I think that one thing that we are facing a necessity 
for doing is reappraising our new position in the total world structure. 
Up until 1900 with few exceptions practically all of the knowledge 
which we got for the development of our industries came from Euro- 
peon sources. In 1900 the General Electric Research Laboratories and 
the laboratories of the A. T. & T. system began. 


SUPPORT OF RESEARCH IN THE UNITED STATES 


Mr. Tuomas. Doctor, is not this a fairly accurate statement: Our 
present position of industrial and tec hnological development is the 
direct result certainly of not the Government of the United States 
expenditure of funds for that purpose. It has been done through the 
use of private funds and it has been done by the universities and “wher- 
ever else we could get it. Maybe, as you intimated, we might have 
borrowed some of it from foreign sources but, certainly, up to date 
the source of funds for scientific investigations and research has not 
come from the Federal Treasury. 
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Dr. Bronx. Up until 1940 that would certainly be a correct state- 
ment. 

Mr. Tuomas. Up until 1940, or thereafter, to a certain extent it has 
been for prototype development for the armed services but not for pure 
research. What funds the Federal Government has put into the 
Atomic Energy Commission and the armed services have certainly 
been for one definite specific contract. Your budget director points 
that out very well in his justifications. It is a very excellently pre- 
pared document, but it has been for prototype development and you 
recognize that fact. So, now, we have the National Science Founda- 
tion moving into an entirely new field so far as the Federal Govern- 
ment is concerned. That is what prompted me to go back to your 
basic act. It is very loose, and it can mean just exactly what the 
Commission intends it to mean. 


AUTHORITY OF THE NATIONAL SCIENCE FOUNDATION ACT FOR SCIENCE 
PROGRAMS 


You could support almost anything on earth but, apparently, the 
interpretation you read into the act is dollar support. 

You go into the field of not only subsidizing the institutions and 
basic research, but take, for instance, your fellowship program. You 
opened the door last year to the question of facilities and, apparently, 
we do not know where that is going to lead. Now, you are going one 
step further this year. Last year there was no question about it— 
that is the question of direct management—but now you are getting 
into the field of not only of buying the facilities but you are going 
into the act of operations and you are opening that door this year. 

Those things are basic questions and you stated at a dozen places in 
your justifications your request for it, and you come up with the ques- 
tion of need. 

That is your basis for it. It is need, and you spell out the need in 
1 or 2 very simple, crisp sentences, namely, that the sources heretofore 
available from rich people, for example, have dried up because the 
Federal Government is taking all of their money in taxes and they, 
therefore, are not able to support science. You frankly admit that 
the States will not come up with funds, and since the field is there 
and the field needs attention and the States are not financially able— 
I do not know about that phrase “financially able,” and I do not know 
by what rule of thumb or logic you think the Federal Government is 
able, because we take it from the States. However, the States are not 
doing it and, therefore, “we need it,” and the Federal Government 
must do it. 

Dr. WaTerMAN. There is a difference, Mr. Chairman, in the way we 
are doing it. You mentioned how they are doing it in Europe. Now, 
in England the Universities Grants Committees support the uni- 
versities very heavily. 1 think it is about 85 percent. 

Dr. SuNDERLIN. It is about 70 percent at the present time. 

Dr. WaTERMAN. It is 70 percent of the total, and in France, of 
course, it is entirely by the Government. In this country, and so far 
as the Foundation is concerned, we do not give funds to an institution 
for general maintenance and support of research. We base the sup- 
port on the scientists’ work which they would like to do and this work 
is in the hands of their scientists. 
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Mr. Tuomas. That is a nice little variation, but it adds up to about 
the same thing insofar as anything you want to do. However, the 
net result is the same thing. I sort of like your refinement of it. 

Dr. WarTeRMAN. Well, it does help the universities. 

Mr. Tuomas. It is a little bit better to taste so far as I am concerned. 

Dr. WaterMAN. It makes this difference, Mr. Chairman, because 
our programs are judged by their excellence in the field of science, 
not primarily to strengthen our institutions. The object is to get on 
with scientific research and to train people and get the scientists to 
do the research which the country needs. 

Indirectly, of course, this benefits the institutions and also raises 

roblems for them. For example, we do not give any funds to an 
institution as such for work in science. We do not establish any chair 
in science, although that is a big part of what they are doing abroad. 

Mr. Chairman, I believe our act gives us considerable authority in 
the support of basic research by various methods. 

Mr. Tuomas. Well, that word “support” has come up again. As I 
pointed out to you, it can mean anything that you want it to mean. 

Dr. Waterman. The act says: 
by making contracts or other arrangements (including grants, loans, and other 
forms of assistance). 

Mr. Tuomas. You have always taken that position but, certainly, 
you have no authority under your basic act to maintain and operate 
a laboratory. 

Dr. Waterman. That is correct. 

Mr. Tuomas. You are doing it now. 

Dr. Waterman. Only by putting it in the hands of others. 

Mr. THomas. Well, that is a little bit like just walking around the 
corner. 

Dr. Waterman. But when we make a contract for such a thing as 
the radio-astronomy facility, the contract puts the management in 
the hands of the contractor. 

Mr. Tuomas. I know you seek out the college groups and so 
forth 

Dr. WATERMAN. We keep hands off except to be sure that it is started 
right. Thisis the natural way to do it, I think. 


APPROPRIATIONS FOR RESEARCH FACILITIES 


Mr. Tuomas. How far can we go, and what is your ultimate goal? 
You have the door open and we more or less let you open it on 
facilities. What is your thinking, and what is your plan on facilities, 
and how far are you going? In other words, what is the limitation ? 

Dr. Waterman. Our present plan is to take care of cases where 
there are major research facilities needed by the country, to establish 
a very limited number of these or, perhaps, only one as we did in the 
vase of the radio astronomy facility, but to take only the capital 
needs that are not now provided, when the scientists feel that these are 
especially important in getting on with their research. 

Mr. Tuomas. Not only the capital needs, but you are going to do 
the maintenance and operation. 

Dr. Waterman. Well, once the thing is built, we should stand 
behind its operation, if necessary. 
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Mr. Tuomas. To the tune of about $160,000 this year ? 

Dr. Waterman. The Board’s feeling on that is that we should in 
every case try to see that maintenance and operations will eventually 
be taken over by the institutes participating, but in a field like astron- 
omy where funds from industry or other sources are hardly available, 
it is our feeling that we should stand behind the operation so as to 
be sure that the facility is used, while bending every effort to see if it 
cannot be possible to raise funds so the Government will not have to 
continue to provide them. 

Mr. THomas. Tow does the Board come up with those policy deci- 
sions? We will begin with the act. I think the act is broad enough, 
It was very artfully drawn and you had in mind exactly what you 
are doing when you drew it, and I commend you for it, because I think 
you can do anything on earth under it. Do not ever change it, because 
if you do, you might cut off some of your authority. 

Who participates in arriving at these decisions which you have 
made? Did you take into the family conference our university and 
college professors and presidents, the leaders in our colleges? I know 
you have taken Dr. Bronk’s various associations into consideration 
such as the National Academy of Science and so forth and so on, but 
what about the universities of the country ? 

Do they help formulate these decisions ? 

Dr. Waterman. Dr. Gross is chairman of the Board committee 
on this subject and, perhaps, he could speak to it better than I. 

Mr. Tuomas. Doctor, if there is anyone able to speak on this, you 
can do it with considerable authority. 

Dr. Gross. I think this is one of the finest examples of going back 
to the grassroots. The act does have the injunction to do that through 
our divisional committees and panels—and I do not know the num- 
bers—but there is a background of tapping the thinking of 1,200 sci- 
entists outside of the immediate group affiliated here on the Board. I 
peronally sat in with the staff with a group of 10 or 15, not only 
astronomers but also physicists, chemists, and earth scientists, who 
gave their judgment about the urgency of need for this particular 
facility we are talking about. 

Mr. Tromas. I was talking about more or less general policy. Of 
course, when you set the general policy, the country will fit in the 
pattern. When did you decide to take that big step? Ido not imagine 
you made that decision overnight, and you did not make it on the 
decision of 1 or 2 men. I imagine you consulted a lot of people and 
there was a lot of talk and serious consideration given to it before 
you made that decision. . 

Dr. Gross. This has been at the level I mentioned. It has been at 
the staff level and I would say that a very major portion of the Board’s 
time over a 3-year period has been devoted to the direction of how we 
would do this, and to what limits we would go in connection with it. 

Dr. Waterman mentioned one particular phase of it. That was that 
we wanted to be assured that the operating party who is supervising 
and administering the operation of this particular facility was ade- 
quate and furthermore that they had a vital and real interest in it. 
This has been a very deliberate, slow program of development by the 
Board and the Board has at every step, I think, put sound cheeks and 
balances on it, and we are quite conservative with how fast we are 
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going in this direction. We recognize that one cannot take only 
these large, spectacular situations like the radio astronomy facility, 
because if you turn to the biological sciences but not so much to health 
and medicine, one of the most important and significant developments 
in that field has been the matter of field stations for biology which 
would help tremendously. Dr. Bronk is eminently familiar with 
their history. They have done more in many ways, I think, to cross- 
fertilize biological thinking than any single university in the country. 

Mr. THomas. Apparently the foundation for the last 3 years has 
been working in that field more heavily and more intensely than prac- 
tically any other field. 

What is the thinking behind that program, and what is the next field 
you are going to move ‘into # ¢ 

Are you trying to help the people out at the National Institutes of 
Health oncancer? Isthat what you are aiming at ¢ 

Dr. WaTerMAN. We would stay away from the : application of sci- 
ence, Mr. Chairman. 


BIOLOGICAL AND MEDICAL RESEARCH 


Mr. Tuomas. I understand, but what is the background? In what 
fields do you want to assist the applied sciences through this basic 
research? What fields ultimately will need attention ? 

Is it cancer and blood chemistry, or what ? 

Dr. WarerMan. That is an area that the Institutes of Health and 
the Department of Health, Education, and Welfare are primarily 
concerned with. They are the specialists in the cure and prevention 


of disease. 

So, we would expect them to take the lead but at the same time we 
support pure biological and medical research that is brought to our 
attention. 

Mr. Tuomas. There are two big fields that are undeveloped so far 
as the medical world is concerned, and one is cancer in its various 
forms, and the other is mental disease. 

Dr. Bronx. One of the big needs there is the ideas. 

Mr. Tuomas. Is this field of biology going to supply the funda- 
mental research or the basic research that. is ultims ately going to solve 
the problems of mental health and cancer ? 

Dr. Bronx. I think that is the one sure thing you can bank on. It 
may be that somebody will come up with a lucky ‘idea, but that will be 
a chance, 

Mr. Tuomas. But, in general, the solution is going to come from 
this field of basic research ; ; is it not? 

Dr. Bronx. Absolutely, sir. 

Mr. Tuosras. I believe you stated that last year, and you are still 
of that. opinion ? 

Dr. Bronx. I certainly am. The whole activity of science shows it. 
As I said, that is just like a situation where we can invest on the race- 
track, but a surer way of investing is in American industry. 


LEVEL OF SUPPORT FOR RESEARCH 


Mr. Yares. One thing that disturbs me is that the Atomic Knergy 
Commission is also giving many fellowships and spending much 
money in the field of b: usie research. 
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They can spend only so much money in a particular field. Do you 
intend to supplement that by your grants? 

Dr. WaTerMAN. Yes; we do. 

I have been talking about this subject quite often with Chairman 
Strauss and Dr. Libby so that we have good coordination to make sure 
that where they feel they must stop, we can carry on. There is very 
good cooperation between us. 

Mr. Tuomas. The only question I have now is: What is the financial 
limit to this program ? 

Dr. Waterman. The number of competent people available with 
good problems to work on. It comes right down to that, sir. 

Mr. Tuomas. Your financial expenditure is limited only by the 
number of competent people you have? 

Dr. WarermMan. In the last analysis that is the best criterion for 
supporting research. 

Mr. Tuomas. We will support 75,000 or 80,000 scientists every year? 

Mr. Yares. This is the law of diminishing returns; is it not? 

Mr. Tromas. In other words, the more scientists developed, the 
less money you have? 

Dr. Bronx. No: I do not think so. I think the more scientists you 
have, the more money that is produced. I was talking to the Air Force 
Association on Friday and as I was talking, it occurred to me that 
one of the things they asked me to discuss was the need for scientists, 
and I said “I think the need for scientists is just as great as our imagi- 
nation or courage.” 

I remember the first time I came into Cairo. I had come across 
from Mitchell Field, and it took me about a day and a half or 2 
days. As I came into Cairo at just about sunrise, I had never seen 
the Pyramids before, but. here were these three long shadows across 
the desert and I thought, in contrast, those things were put up as 
magnificent structures, yes, but who did it? Thousands of slaves, 
and they built three big structures. I had come across an ocean and 
a continent, in relative luxury, in a military plane, and the pilot and 
copilot had had it fairly easy. What made it possible? Years of 
research and discovering new scientific knowledge, engineering de- 
velopments and structures and motive power, and American produc- 
tion. You see, that is what science and technology enables one to do. 
Sure, you can do it the hard, practical way, the way the Egyptians 
did it in building the Pyramids, but the modern problem is to use 
our heads and enable man to do so much more than you can possibly 
do just by sheer brute force. : 

Mr. Tuomas. The question Mr. Yates raised is where is the balance? 
Not the limit, exactly, but the balance; where is the balance between 
what is desirable and what is a little bit surplus, and so forth? 

Dr. Bronx. I think we are going to keep unfolding new patterns 
of life, new opportunities to go more places and do more things. Take, 
for instance, the field of these new computation devices, the sort of 
things that International Business Machines Corp. is invelved in. Let 
me go back a little bit. Automotive power made it possible for man 
to move much faster than he possibly could move on his two legs. 

Mr. Tuomas. So did the donkey. : 

Dr. Bronx. Well, the donkey took you faster than the man could 
go, but the automobile will take you faster than the donkey would go. 
With television and radio communications and telephonic communi- 
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eations you can talk a lot farther than you can with your unaided 
voice. With all of the new power devices you can exert tremendously 
more power than you can with your own unaided muscle. 

In the last few years we have begun to develop machines which 
enable us to think to a degree which we never could think before. In 
other words, having extended our senses and having extended our 
muscle, we have now come to the stage where we can extend the power 
of our minds to think. 

I cannot envision the limits to what man can do. This, I think, 
is a great challenge of science, a great challenge of a free people able 
to follow their imagination, their curiosity and their ability to go to 
more and more wonderful places. 


SUPPORT OF ELECTRONIC COMPUTER RESEARCH 


Mr. Jonas. Dr. ow can we claim any credit for helping in the 
development of Univac and these other modern computing machines? 
In other words, can the National Science Foundation or the Govern- 
ment claim any credit for that, or was that developed by private 
industry ¢ 

Dr. Waterman. I can answer that, Mr. Chairman, because I was in 
on part of it, when I was with the Office of Naval Research. 

Mr. Yates. That answers it. 

Dr. Waterman. After the war, the country faced the possibility, 
which the experts in applied mathematics said existed, to develop 
these fabulously fast machines. So, the Federal Government did 
assist in a large way. At that time ‘there was no National Science 
Foundation. Industry also cooperated. 

Mr. Jonas. How did the Government assist ? 

Dr. WATERMAN. By making contracts for the development of these 
fast machines. This was done by the Department of Defense, the 
Atomic Energy Commission and by industry. 

Mr. Jonas. Well, now, have these other governmental agencies 
surrendered activities in that field to the National Science Foundation, 
or are they still engaged in it 

Dr. WATERMAN. We are at the stage where these machines have 
been developed, and we want to furnish them to academic institutions 
so that the academic departments can use them. You see, generally 
when the Government supports them and when industry supports 
them, they reserve machine time on industrial or gov ernmental prob- 
lems or defense problems, for example. Our interest is in providing 
these to academic institutions so they will be available for research. 


NATIONAL SCIENCE FOUNDATION FELLOWSHIPS 


Mr. Jonas. Do you make any sort of security check on recipients? 

Dr. WaterMAN. No; we do not, sir. 

Mr. Jonas. You do not consider that important, or you do not do it? 

Dr. Waterman. The fellow has to sign an oath of allegiance and an 
affidavit that he is not a member of a subversive party—the exact 
statement is in our act. 

Mr. Jonas. Do you make any effort to control the results of any 
discoveries ? 
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Dr. Waterman. If they are patentable, the Government has the 
right to take the patent rights. 

Mr. Jonas. If you give a fellowship to John Doe, do you make any 
effort to control what he does with the knowledge? You do not 
require him to go into teaching; do you? 

Dr. WarrrMAN, No, sir; not in the least; he is a free agent. 


LIMITS OF SUPPORT OF SCIENCE 


Mr. Yates. May I ask one further question in connection with this 
answer that Dr. Bronk gave me to the unlimited horizons of science? 

Mr. Tromas. Surely. 

Mr. Yares. The difficulty we have is that while we sympathize and 
support you very strongly in your move toward unlocking the un- 
known, we are bound, nevertheless, by the financial limitations of an 
ever-increasing budget. We wonder whether or not you scientists are 
aware of this also. 

The impression I got from what Dr. Waterman and Dr. Bronk said 
was that the more scientists that are developed the larger your budget 
would be, and that there really was no limitation to what you would 
propose to ask for in terms of the research you hope to do other than 
by the numbers of scientists that the Nation had. 

Is this actually so? Of course, you are aware of the fact that there 
are taxpayers as well as scientists! 

Dr. WATERMAN. Yes, indeed. 

Dr. Bronx. As one who has worked with a university budget for 
15 years, I certainly do realize that. 

Mr. Yates. This is a different budget than a university budget. I 
am sure you feel that this budget does not have the limitations of a 
university budget. 

Dr. Bronx, I have also talked with the Bureau of the Budget often 
enough and had that forcibly impressed on me. To answer it realisti- 
cally, I was stating the fact that I think it is unrealistic for us to say 
that we know precisely where we are going. 

I have enough confidence in this country that I believe we are going 
to go on and on and do more and more and bigger things, and no one 
can tell where we will stop. For instance, look at our national income 
now. Who would have dared to predict that we would be able to do 
what we have done? Look at the value of our total industrial plant. 
It is fantastic, compared with what a person could envisage in 1900. 
That is what I was trying to imply. I think science can give you 
more and more potentiality and more and more possibility of further 
advances. It is the result of science and then, of course, engineering 
application of science, that makes possible this continually expanding 
picture which makes our country such an exciting place in which to 
live. 

Dr. WATERMAN. There is a limit to the number of people that have 
aptitude for this sort of thing. 

Mr. Tuomas. Oh, no; we are just starting. 

Dr. WaTeRMAN. There is a limit to the number of people who have 
aptitude for this kind of research. 

Mr. Tuomas. You cannot tell where the advances come from, can 
you, Doctor? 

Dr. WaterMAN. You certainly cannot. They may come from any- 
where. 
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Mr. Tuomas. Look in Who’s Who, and who is in there today? Their 
forebears were not in there, and the probability is that who is listed 
today will not have any sons or daughters listed. 

Dr. Waterman. I fully agree. This can come from anywhere, 
but like any aptitude, some have it more than others. The people will 
make up their own minds as to where they best go and that will be 
in accordance with their capability, to some extent, as they see it, and 
so this will be a check automatically. 

Mr. Tuomas. I should like to bring Mr. Jonas into this series of 
questions. 

Mr. Jonas asked as to the role of private industry in this matter. 
Do you intend that the Government conduct it entirely and take over 
the entire field of research? Should you not leave some of it to 
private industry ? 

Dr. WaterMAN. We will just as we have pretty much in the past. 


LEVEL OF GOVERNMENT AND INDUSTRIAL SUPPORT OF RESEARCH 


Mr. Tuomas. What portion of the amount that is being spent for 
basic research is spent by the Government and what part is being 
spent by private industry ? 

Dr. WATERMAN. Industry is spending about 4 percent, I think, of 
their money for research and development on basic research, and the 
Government is spending a little over 6 percent. 

Mr. Tuomas. What is the dollar amount ? 

Dr. WatTerMAN. Four percent of about $3.7 billion, or something 
un the order of $150 million for industry. 

Mr. Tromas. Is that all? 

Dr. Bronx. The figure would be more than that. 

Dr. Waterman. This is basic research. 

Mr. Tuomas. I am talking about basic research. What in industry 
spending on basic research ? 

Dr. WatrerMAN. The large technical industries have very fine re- 
search laboratories, and this movement is growing. There are many 
more that do research, but. mostly it is applied research because they 
have a job to do which is quite practical. 

Dr. Bronx. The work in your universities is where you have your 
big support of fundamental research. 

Mr. Tuomas. Is fundamental research in universities being sup- 
ported by industry ? 

Dr. Bronx. To a very large degree in universities. I was a mem- 
ber of the commission of American Association of Universities on the 
financing of higher education, and we began in 1949. We were very 
much worried concerning the future support of our private institu- 
tions of higher education. Whether it came as a result of that ac- 
tivity and the publications we put out or whether it was because the 
thing was in the current at the time, I do not know, but since then it 
has been a wonderfully heartening thing to see where industry has 
come to the free support of our institutions of higher learning. 

As you know, the University of Chicago and Inland Steel have a 
working arrangement in regard to this, and Inland Steel has put large 
amounts of money directly into the University of Chicago, and that 
goes largely into basic research, and it goes into the field of humani- 
ties and the social sciences, too, and there very desirably, and to a very 
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important degree it makes possible the overall work of the university 
in these fundamental fields. 


TOTAL RESEARCH AND DEVELOPMENT ACTIVITIES IN THE UNITED STATES 


Dr. Waterman. I have those figures, Mr. Yates, that you asked 
for. 
(The material referred to follows :) 


Latest actual statistics on total research and development activities in the United States 


Total funds for | _ | Basie research 
Source of funds research and |Funds for basic} as percent of 
development research research and 

| | 


development 
a oss att ee il retrain a 
| 


Private industry (1953). - $3, 700,000,000 | $150, 000, 0c0 4.1 
Federal Government (1955) 2, 045, 000, 000 | 130, 000, 000 6.4 





Sources: Science and Engineering in American Industry (final report on a 1953-54 survey), National 
Scietice Foundation publication 56-16, October 1955, Federal Funds for Science (V. The Federal Re- 
search and Development Budget, fiscal years 1955, 1956, and 1957), National Science Foundation publica- 
tion 56-19, September 1956. 


Dr. Bronx. You take, for instance, the Rockefeller Institute, which 
made available for research alone, and which amount is derived from 
their own private endowment, $5.5 million a year. Well, you see, 
that is more than 10 percent of the total national support for research 
by the National Science Foundation. ‘That was done by one institu- 
tion alone. ; 

Mr, Yates. Well, of course, I have often wondered which had more 


money, the Rockefeller Institute or the Federal Government. 
Dr. Bronk. That is a good question. 


SCIENCE IN THE U. 8S. 8. R. 


Mr. Jonas. Apropos of this comment which you just made, Doctor. 
When we read scare articles in magazines and in the press about how 
fast we are being outstripped by Russia in scientific knowledge, that 
does not take into consideration the $3.5 billion a year being spent 
by private industry on research and scientific study and development 
study; does it? It has reference only to graduates from institutions. 

Dr. Waterman. Yes. The situation was with respect to Russia in 
that. 

Mr. Jonas. Yes. 

Dr. Waterman. What industry is doing is not counted in the usual 
tables concerning our production of research men; that is correct. 

Mr. Jonas. It ought to be considered in any understanding of the 
relationship of our country to Russia; should it not? 

Dr. WarerMAN. Yes: to be complete. 

Mr. Jonas. Because industry is doing a magnificent amount of work 
in this field, and I just wondered if we were overlooking that fact, 
and if the people who write these articles about how we are being left 
so far behind by Russia have overlooked it, also. 

Dr. Waterman. Actually, we have figures 

Mr. Botanp. Following Mr. Jonas’ remark on the question of being 
scared about being outstripped, what difference does it make if we are 
being outstripped now? What difference does it really make? What 
difference does it make if Russia has thousands of young men coming 
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out of high school and going into the scientific field—their particular 
type of scientific field? They are not really outstripping us in the 
matter of knowledge, or how much they know, or how much they are 
about to know. 

When you consider the amount of money that the private sources 
are spending in their own basic research and the amount of money 
which our Boeduennt is spending on Government research, why 
should we be so concerned about how many scientists Russia is turn- 
ing out? When you stop to think how far we have come with the 
people that we have svadionnll and with the knowledge that has been 
developed by private sources and by governmental sources, is there 
really the sind of concern, Dr. Bronk or Dr. Waterman, that people 
feel about this and that Dr. Teller feels about it ? 

Dr. WaterMAN. To start off, what it boils down to is that we have 
degrees of development in the technology of a country—that is, 
the economic development is pretty heavily dependent upon what we 
can do with the application of science and carrying these through to 
things which are useful. This may be for defense and it may be for 
the civilian population, matters of health, public utility or the con- 
veniences for the home or anything of that kind. 

Now, this goes back and rests on the supply of capable scientists 
who have the ideas and provide the basic information for industries 
to do those things. Much depends, then, on the quality of the scien- 
tists trained. The Russians certainly are getting the numbers and 
from what we can learn their quality is also high. 

Mr. Botanp. We don’t have to be disturbed about the numbers, do 
we? 

Mr. Yates. Isn’t there a relationship between quantity and quality? 

Mr. Tuomas. That is the question he raises, the relationship be- 
tween quantity and qualitative analysis. 

Dr. Gross. Mr. Thomas pointed it out earlier in another way. He 
pointed out you cannot tell where scientific genius will emerge in 
terms of heredity or anything else. 

I don’t agree with Dr. Teller. I think the situation in actuality 
as of today is one thing. 

I would have concern if there is a system of scientific encourage- 
ment of education in Russia with prestige behind them, with a great 
number of young, eager people going into it. Then in 10 years I 
would be concerned that out of that there would arise—— 

Mr. Tuomas. It frightens me to think about it. I cannot think 
that far ahead. Pursuing Mr. Boland’s inquiry further, we may 
have the best airplanes in the world, but here is X country that has 
two times as many airplanes as we have, perhaps not of the exact 
fine quality as ours. I am a little bit afraid of that quantity. 

They produce more than we do, 25 to 50 percent more. After all, 
these scientists in the final analysis read out of the same book, or prac- 
tically the same book. I am just afraid of that numerical superi- 
ority. I may be wrong, and perhaps logically you cannot pin down 
the bad outcome from numerical superority. It is frightening for 
me to think about it. 

Mr. Yares. Also you are conducting a number of scientific experi- 
ments which are almost identical in the same basic field with different 
people, because different people have different ideas. They may ap- 
proach the same subject in different ways, so that you place some 
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value on quantity in experiments because of the possibility of some- 
body coming along with the idea you are seeking. 

Dr. WarTeRMAN. That is ri ght. 

Mr. Yates. Therefore I would put some credence in the necessity 
for numbers, too. 

Mr. Botann. That is right, but everyone cannot be a scientist. My 
concern is whether or not we have enough young people going into the 
scientific field who will exhibit some interest in this partic ular field. 
Do we have sufficient. numbers now, so we will not be concerned about 
quantity 10 to 15 years from now ? 

Is there a feeling that we do not have enough people interested in 
this field? If we do have, what difference does it make if Russia 
has innumerable quantities who are scientists over and above the 
number we have ? 

Do we have enough people now interested in going into this field, 
and do we have facilities to give these young people the proper 
instruction and knowledge? If we have, why do we have to fear? 

Dr. WarerMAN. We may have the numbers coming up. We haven’t 
got the teachers and facilities for carrying them through properly. 
With the Russian system, they can assign a fraction to tes uch, so that 
they do not have this problem. 

Mr. Botanp. But. we don’t want to do that. In Russia they say 
“This is the field you are going into.” Ours is a free society. We 
have to do this on our own. Is that not specifically the reason why 
we have developed as far as we have ? 

We have no fear about a country developing more people in a 
particular field as long as it is assured that we continue to develop 
the kinds of people that have made this country great. 

Dr. WaterMAN. And in the numbers and quality we need. 

Mr. Yates. Numbers are important. 

Dr. Bronx. We should not map our course and our future in terms 
of fear of Russia. 

Mr. Tuomas. Sheer numbers. 


DEVELOPING STUDENT INTEREST IN SCIENCE 


Dr. Bronx. Yes. After all, you can have a lot of people and 
you can assign them to jobs but you cannot assign motivation, enthu- 
siasm, and you cannot assign devotion to their country. Those things 
have to come from inside. 

Mr. Tuomas. And you cannot assign ability. 

Dr. Bronx. What I would be more concerned about is that we 
have enough courage and confidence in our own objectives and our 
own ideals to direct our own course and not slacken. 

I would be much more concerned about the fact there seems to be, 
and I suppose this is a natural consequence of an evolving civiliza- 
tion, I would be more concerned about a lack of desire, a lack of reali- 
zation of the value of hard work and physical work then I would be 
about Russia. 

T hear it said that young people don’t want to take Latin and Greek 
or mathematics because it is hard. That is what worries me far more 
than the relative number of Russians. 

Mr. Tuomas. You mean 80 hours a week of study in college? 
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Dr. Bronx. I find a lot who work 100 hours a week. I can’t under- 
stand those who want to work 30, 

Mr. Yates. Yes; but you scientists sowed the seeds of your own 
destruction because you invented television, which destroyed study 
habits. 

Mr. Boranp. Dr. Bronk makes a significant point when he says the 
students say it is too hard, and they w ill not study. I think probably 
the responsibility is greater on the National Science Foundation than 
it is upon the Atomic Energy Commission to develop some sort of 
salesmanship in our teachers and in our schools. 

Dr. Bronx. That is right. 

Mr. Boranp. I think you have to go beyond the high school. I 
think you should go into the grammar school and make mathematics 
attractive there. 

I think if you can build up a yearning, a love and desire and appre- 
ciation of mathematics not so much in high school but in grammar 
school, vou would get somewhere. 

Mr. Evtns. These observations lead to the question I wanted to ask. 
We know you are cooperating with industry, we know you are cooper- 
ating with our colleges and educational institutions and we are pro- 
viding grants and scholarships and fellowships to students and teach- 
ers interested in science. You have your lectures and science demon- 
stration courses, going to Rotary Clubs and high schools for a week or 
a day and these lectures are over with—what concrete figures can you 
produce to show what further advances you have made? What con- 
crete evidence do we have of progress for the moneys expended ? 

Dr. WATERMAN. We have given that fairly careful study. It isa 
little early to say what the final consequences are, because it takes a 
few years to find out what the final results are. The document I have 
presented, Evaluation Measures for NSF Programs in Basic Research 
and Education in the Sciences, shows the result of a study which was 
made on this very matter, and also it reports discussions with the fel- 
lows as to how successful they felt the program to be. 

Mr. Evins. I have examined the document. We see a letter from 
a teacher who says she was unenthusiastic when your agent first came, 
but after a week she was very enthusiastic and felt your science lecture 
was more important than her years in college. 

Dr. WATERMAN. Yes. 

Mr. Evtns. Then they say, “Keep in touch with us and let us keep 
this program going.” 

Do you continue it or do you go on another lecture tour? We need 
to have an appraisal. I know figures take time to evaluate, but we 
should know how much we have achieved and how far we have gone. 
What real progress we have made. 

Dr. Waterman. We will certainly want to follow through on that 
approach, 

Mr. Tuomas. What about Dr. Gross? Did you complete your 
statement ? 

Dr. Gross. Take the matter of the Science High School Institutes. 
I was interested in your followup comment. 

As I understand Dr. Kelly, we are not only giving summer training 
this year but there is definite provision that the college faculties 
will follow up through subsequent years this same high- school teacher 
you mentioned and see how she is doing and encourage her further. 
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There is a limit as to how much of this we can do because of the 
various problems involved, but this situation is very encouraging 
to me. 

What you say is very important, but in planning these institutes, 
as I understand Dr. Kelly, and we see it in our own operation, we 
will assign our science staff people to go out to this same teacher a 
number of times and find out how she is spreading her new knowledge, 
and what her problems are. This is a grassroots followup that is 
very, very important, and the kind of thing we have to do in all these 
programs. 

We had another program where this was done by another agency, 
but they didn’t follow it up. 

We got busy and we did put in a followup. This is well conceived 
from the standpoint of following up with that same teacher. 

We are limited by how much we can do but your point is covered 
adequately. 

AVAILABILITY OF RESEARCH FACILITIES 


Mr. Tuomas. Dr. Gross. 

Dr. Gross. If I may I shall talk about the facilities we have. I 
think the whole facilities problem is tied up with the national picture 
in this sense: 

Take, for instance, this radioastronomy facility. No one university 
could or should build that, because if they did it would be for their 
localized use and it would not be available to the country as a whole. 

Mr. Tuomas. We thought the universities would all pool their re- 
sources and help out. 

Lo and behold, we find out that dollarwise they are making no 
contribution at all. 

Dr. Gross. They do a great deal of pooling activity. In New York 
State, for instance, there is a great deal of mutual activity among the 
institutions in various regions of the State. Up in New England 
there are a lot of joint undertakings, exchange of professors, and so on, 

When you come to something which has a national usefulness, how 
do you take care of it? The National Science Foundation is doing 
an interesting job in trying to develop patterns whereby something 
which is made available to the country as a whole is coming forth. 

Mr. Tuomas. How will you put a limitation on any of the results 
that follow from that scientific investigation, pure research and ap- 
plied research? How will you put a limitation on it? It will not 
affect only my town or Chicago. It is national and international. 

Dr. Gross. That is the thing the National Science Foundation can 
do uniquely well. 

Mr. Yares. Aren’t you talking in terms of a national university ? 

Dr. Gross. No, sir. 

Mr. Yates. It is an opportunity for offering education, facilities 
available to the whole Nation. The concept itself is one from which 
you ultimately wind up with something in the nature of a national 
university. 

Dr. Gross. Yes, if you have them all in the same location and tied 
together. For instance, take the support for marine biology on the 
west coast, the radioastronomy facility down in West Virginia—these 
are scattered all over the country and thereby are available to the 
universities of this country, 
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Mr. Yates. I would like to agree with you. 
Mr. TxHomas. Dr. Adams, we , would like to have you say something, 
if you will. 


COMMENTS ON RUSSIAN SCIENTIFIC PROGRESS 


Dr. Apams. I might add a few disconnected and isolated remarks 
on some subjects which have been discussed here around the table. 

In the first. place, about the Russian situation, I do not feel as pessi- 
mistic in chemistry as the scientists in the physics and mathematics 
field. 

I have talked to some of the physics and mathematics people who 
have talked to the scientists abroad. They have been very much 
impressed. 

I have not been there myself, but I have followed the Russian 
literature. My own impression is that they are not running away 
with the ball as far as the United States is wt and prob: ably 
will not. 

Of course, when we think of physics and mathematics we think of 
atomic energy almost exclusively, whereas in chemistry we think of all 
the different applied gadgets that the public wants to use and will use. 
I am perhaps not as pessimistic as some of the others in that respect. 

I think they will have numbers of scientists trained over the per iod 
of years and will probably exceed the number we have here, but, as to 
quality, that is something else. 

Of course, they have this inducement to scientists—when they go 
into theoretical work, basic science, in which we are interested, they 
offer them higher salaries when they get through. In other words, the 
man who is very able gets the university job, or the research-institute 
job, and those not as good go into industry. Of course, the Govern- 
ment controls all that. 

Here it is the opposite. Industry bids for the man, and in recent 
years—speaking now particularly about chemistry, but it applies in the 
other fields as well—the salaries are being increased, perhaps too high 
to begin with. I would rather see the salaries lower and then go up 
more rapidly. The bidding is such that the young fellow who really 
has had no experience in chemistry beyond his university training is 
given an income which is beyond what he deserves. Then he goes 
up more slowly after he gets underway. 

So much for that, sir. 


STATUS OF TEACHING PROFESSION IN THE UNITED STATES 


Another question was raised. Why is it that in Europe, Germany, 
and the other European countries, they do not have so much trouble 
with their high-school teachers, their grammar-school teachers, as we 
appear to have in this country? I think one of the fundamental 
reasons is, first, they pay them slightly more money, relatively speak- 
ing, but that is not the important point. 

The teachers in Europe have a social level which they do not enjoy 
in this country, and until you change that you will not get, in my 
opinion, enough really high-class individuals going into high- school 
teaching and grammar- -school teaching. 
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In England, for example, the principal of the high school is the 
leading citizen of the town. If in court they have something to be 
judged, something that is uncertain, they call him in. 

r. Tuomas, Look at Germany, Dr. Adams, The professor is the 
No. 1 man in the country. 

Dr. Apams. That is right. Certainly before the war the military 
were first in social level; second the universities; third, the politician. 

Dr. Bronk. Even Hitler couldn’t destroy that. I think it is coming 
back again. 

Mr. Tuomas. He couldn’t even destroy the civil-service system. 


ELECTRONIC COMPUTERS 


Dr. Apvams. I will skip again to this question raised by Mr. Jonas 
about these computers. 

There is a great deal of interest in computers at the present time. 
One of the difficulties is how to feed the information into one of these 
machines so as to get it out. Of course, you have to feed information 
in before you can get it out. 

We at the University of Illinois developed a computer which is a 
first-class one, and we are developing another one in which you would 
be interested, using transistors instead of tubes. 

The limit of the speed at which that machine will operate is the speed 
of light, so you can see how fast these technical things are moving. 


GROWING IMPORTANCE OF RESEARCH SCIENTISTS 


One other thing, speaking about numbers of scientists, is this: 

As you look back you think of inventors, and sometimes you confuse 
inventors with scientists. I think the number of inventors from now 
on will be much smaller than it has been in the past. An inventor 
didn’t have to have much information, All he needed was a little 
information about a great many subjects. 

Nowadays you have to have more information about many subjects 
before you can invent anything, so that I think generally the important 
discoveries in the future will come from trained people and not from 
the so-called inventor. 

Mr. THomas. Dr. Adams, you are a gentleman and a scholar and 
speak with more horsesense than any three men should have. 


RESEARCH IN CHEMISTRY 


Tell us something about the results of the program, the needs, and 
the accomplishments of the Foundation’s university research program 
in chemistry at the various institutions. What is it accomplishing? 

Dr. Apams. I will make one remark first, sir—the distinction be- 
tween basic and applied research, speaking now about chemistry, is 
Pape It is fair to say that with all of these new discoveries that 


industry has made in the last two or perhaps three decades, the in- 
formation which has been used has come 90 percent from the univer- 
sities, not only in this country but around the world. In other words, 
basic research is that important. Industries will support basic re- 
search. They support our publications. Their scientists look con- 
tinuously into the publications of the sciences from the universities 
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in order to see if there is not something there that is applicable to 
the problems that they have underway, the applied problems they 
have underway. 

Mr. Tuomas. You mean the Foundation’s printing bill is worth 
the money ? 

Dr. Apams. I think it is; yes. 

Of course, doing the work that is performed in these research labora- 
tories, they. always hit things that are of basic importance. Take the 
transistor, for example. The fundamental idea was already in the 
literature, but there were three men who were wise enough to put 
the information together and make it worth while. 

You probably had the idea it was just immediately discovered, and 
that was it. Thatis notso. It is this sort of thing that all of us here 
are anxious to support. 

In chemistry when it comes to numbers of people that we need— 
industry is just crying for people at the present time. They have 
about 4 or 5 jobs for every man who gets a doctor’s degree in chemistry. 


BASIC RESEARCH ON CANCER AND MENTAL ILLNESS 


Mr. Tuomas. Are you biochemists going to solve this cancer prob- 
lem? Are you going to make a contribution to recovery of our mental 
patients, and so forth ? 

Dr. Apams. That is a difficult thing to say because no one knows. 

I happen to be a member of the board of the Sloan Cancer Institute, 
and I am personally convinced that there will be a solution to the 
cancer problem. 

Mr. Tuomas. I believe it just as certain as day follows night. When, 
I don’t know. 

Dr. Apams. It might be one decade, or it might be two. 

Mr. Tuomas. It will be a whole lot quicker than that. Somebody 
will stumble into it. Maybe the basic research already has been 
printed. Somebody will pull it together. 

Dr. Apams. I think it is very possible that the basic information is 
available, but nobody has used it. 

I think it will come from chemotherapy for the simple reason that 
when you have a disseminated cancer the only way you can get to it 
is through the bloodstream, some way for it to circulate, and there- 
fore you have to find a chemical which will operate on the cancer 
cells and not on the normal cells. 

Mr. Yates. Sort of like a weed killer ¢ 

Dr. Avams. That is right. There is a discovery that will kill the 
normal cells but will leave the cancer cells alone. If you can do that 
you can do the opposite. 

Mr. Tuomas. What about the mental cases? We have heard med- 
ical men from the best institutions in the country, and when you 
pin them down they frankly admit that the medical profession knows 
no more about the causes of mental disorders than they did 300 years 
ago or 400 years ago. 

Dr. Apams. There is research going on in those lines. That is a 
little out of my field, but there is a man named Roger Williams, in 
Texas, at the University of Texas, who has a large program where 
he is studying schizophrenics. 

Mr. Tuomas. Look out here in Bethesda. 
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Dr. Apams. Mr. Williams is trying to follow all the different chemi- 
cal reactions, as many as he can follow analytically, of these schizo- 
phrenics and compare them with normal individuals. 

He hopes he will find what glands are off. I think there is some 
Sate offered there. I think probably a mental disease is caused 

y some gland that is not functioning properly, just the same as other 
diseases are caused, and that sooner or later they will be observed 
and they can be corrected by treatment. That is my own conviction. 

Mr. TxHomas. Out here at Bethesda we have an Institute of Mental 
Health. Itis purely for research. We give them whatever they should 
have, but they frankly admit they have not scratched the surface, 
but they are working and will come up with something. I believe all 
good things come from research. 


DEVELOPMENT OF SCIENTIFIC MANPOWER 


Mr. Yates. We had a death a couple weeks ago of one of our great 
men, Dr. Von Neumann. Do we have people to replace them? 

Dr. Gross. This is one of the reasons that the Foundation is anxious 
to back this computer facility area—Von Neumann was one of the 
founders of modern machine calculation. 

If I understand rightly, the Foundation’s goal here is to spread 
the availability of computers more widely throughout the country— 
not in the hope we will get another Von Neumann but to increase the 
quality of our research by making these amazing machines available 
toscientists. This is very important. 

Mr. Yares. Do you find such young men coming along! Is that 
one of the functions of your Foundation? Are you able to pick out 
these bright young people ? 

Dr. Gross. This is an aim of our fellowship program, and if it does 
anything it gives support to this kind of brain. 

Dr. Bronx. Since the beginning of modern science in this country, 
IT think it can be stated it started in the period between 1919 and 1924. 
One of the really significant things that was done that perhaps gave 
it impetus was the creation of the so-called program of National Re- 
search Council fellowships which was founded by the grants from the 
Rockefeller Foundation. There were a whole group of brilliant people 
developed at that time. 

I think the National Science Foundation fellowship program is 
uncovering the same leaders of the future. 

Mr. Yares. Mr. Jonas raised a question about citizenship. You 
don’t give fellowships to people who are not citizens. Yet many of the 
contributions made to our progress were made by people who were im- 
migrants and noncitizens. 

Do we have many of those people in this country who deserve 
fellowships ? 

Dr. WaterMAN. They can get aid by a research grant. A foreigner 
might be a member of a research group, but he cannot get a direct 
fellowship as an individual according to our statute. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 

Mr. Tuomas. Dr. Houston, you are a member of the board and presi- 
dent of Rice Institute. You have made valuable contributions in the 
field of atomic energy ; and we are delighted to have you here. 





1300 


IMPORTANCE OF BASIC RESEARCH GRANTS 


Dr. Houston. I would like to comment on a couple points, Mr. 
Chairman. One thing that impresses me a good deal is the dual func- 
tion of the grants in support of research. We have talked some about 
the function of those grants as an aid to fundamental research, a very 
important function, it seems tome. But there is another side to it. It 
seems to me that those grants in support of research, for which we are 
asking a good deal of money for next year, serve at the same time one of 
the most important educational functions in this way: They provide 
in a good many universities that might not otherwise have the same 
support an opportunity for real, first-class advanced work, the kind 
of work that the future Von Neumanns will want todo. This provides 
in a large number of institutions activity of the kind which will be of 
interest 

Mr. Tuomas. Candidates for Ph. D., you mean ? 

Dr. Hovsron. And a year or two after the Ph. D., when they can 
be employed as research associates, really getting them to work in 
independent research. 

These people, after they finish their work at the university on these 
grants, some of them go back to colleges and universities as teachers. 

The number that go back as teachers is, of course, small. The rest 
of them go into industry. 

Industry is absolutely dependent upon this university source of 
personnel for the type of work that industry does. 

Industry is beginning to recognize that and support this kind of 
activity to a greater and greater extent, but the stimulus has come to a 
large extend from the Government, starting with basic research during 
the war, carried on for a time by the Office of Naval Research, and now 
under the jurisdiction of the National Science Foundation. So I think 
those grants for basic research have a dual function which they serve 
effectively, and both sides of this perhaps are of equal importance. 


LEVEL OF SUPPORT FOR SCIENTIFIC RESEARCH 


The second comment I might make, though I make it a little hesi- 
tantly because it is a field in which there is no answer as I see it at the 
moment, and that is the question that you and several of your gentle- 
men have raised—what is the limit? Where are we going? What is 
the top to the amount of money that we might need to spend in this 
direction. 

I think I can only say that it is a subject that concerns this Board 
very much, and the Board frequently discusses this in an attempt to 
arrive at some kind of solution. 

I don’t think we have a complete formula as yet. Dr. Waterman 
indicated one aspect of a formula. We know, of course, that the 
proper balance will depend upon the circumstances at the time. You 
cannot always predict it in advance. 

We do look upon this Foundation as an agency that has just begun. 
It is 5 or 6 years old. I forget the exact date. We started out with 
practically nothing in the way of funds. We have come up rather 
rapely. 

Mr. Tuomas. We will not disagree with you there. It was $3.5 
million in fiscal year 1952. 
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Mr. Yates. We were there at the delivery and have watched you 
grow since then. 

Dr. Houston. Everybody knows there must be a limit and the limit 
must be one in balance with the other activities in the country. Just 
what that is in dollar value, I think no one can say at the moment. 

Mr. Tuomas. That is a good, fair and frank statement. ‘That ques- 
tion has been in our minds for 2 or 3 years and I think you have given 
us a good sensible answer. The answer is that you just do not know, 
but certainly there is bound to be a balance somewhere. Sheer num- 
bers and sheer dollars will not solve the situation. 

We have one agency that I have in mind, and it is not this one. It is 
a research agency, and every year it is up and up and up. We are 
wondering if sheer numbers have any relationship to the desired end 
result. That is the question Mr. Boland raised a while ago. 


STIMULATION OF RESEARCH AND DEVELOPMENT OF SCIENTISTS 


Mr. Voursetu. I appreciate your statement very much. 

I am wondering about this: With the very few years you have been 
building this activity as a stimulus, and that is in fact what it has 
been up to the present time, a very great stimulus to scientists in my 
judgment, how successful have you been? How does the picture look 
as to the increase in people turning to science from the colleges and 
other schools? What progress are we making in attracting more 
people? Are the results good for the time you have been in operation ? 

Mr. Ostertac. In other words, is there any tangible evidence or 
reflected results in the growth of the National Science Foundation? 

Mr. Vorsetu. That is right. How much has it helped broaden the 
interest and actively in science ? 

Dr. Houston. There is one item that does bear on this. The Physi- 
cal Review is the basic journal for the development of physics in this 
country. It has increased in size over the past 10 years, of course not 
all attributable to the National Science Foundation, but it has increased 
in size over the past 10 years until I am sure it is at least twice as big, 
twice as much research published each year and maybe more than 
what it was 10 years ago. That is an indication of activity. 

I also know that there are new journals being founded all the time 
to take care of this additional matter which cannot be taken care of 
in the Physical Review. I received notice of a new one the other 
day, the Theories of Metals and so on. 

There was one founded 6 or 8 months ago published in London, an 
international journal. All of. these are crowded with publications, 
many of which are supported by these relatively small grants from 
the National Science Foundation. That is just one side of it. 

As to the side of the personnel, I think those figures are available, 
but I do not have them. I think the number of doctors’ degrees, we 
might say, in physics and chemistry in proportion is not decreasing. 

Do you have any figures, Dr. Waterman ¢ 

Dr. Waterman. The number of doctor of philosophy degrees in 
science has been decreasing but is expected to increase soon, following 
current increase in bachelors degrees. The proportion of students 
going to high schools and majoring in science is increasing. Those 
majoring in science in college is showing an increase. The increase is 
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most noticeable in the case of engineers, where I believe there is an in- 
crease of 15 to 20 percent. This is one of the first indexes you can find 
right away. 

In our program in general, this book on evaluation measures which 
we sent you shows over 100 of our fellows and those working on grants 
have received recognition in the form of prizes and awards, which is 
very significant in showing advancements. Something like 1,000 
papers have been reported in scientific journals from our supported 
scientists. As you know, the scientific journals review carefully 
papers for publishing. 

Mr. Tuomas. I read some of the comments of some of the professors. 
By and large I thought it was very good. We will have to give it 
5 or 6 more years. 

Dr. Houston, that was very fine and we appreciate your statement. 

Have you anything else ? 

Dr. Houston. That is all I have. 

Mr. Vursetu. I am inclined to believe that you are throwing peb- 
bles in the water, so to speak, and that the waves go on and on and 
out and out. 

From what I have read the past few days in the way of your accom- 
plishments I think you are following the right course. 

The question I wanted to raise was this: Heretofore, in years past, 
young people went into high school and into college, many of them 
not being able to figure out what they wanted to do. 

There always has been a field for lawyers and dentists and doctors, 
and they have done pretty well. 

It would seem to me that with this stimulus that you people are 
building up, there is a feeling now among younger people of getting 
into science, engineering, electronics, and all types of scientific effort, 
and probably they are more willing to work for it, and the phase we 
have been passing through of putting security ahead of opportunity 
for the past 20 years is showing up. So if you are on the right course 
1 would feel hopeful that we will have plenty of scientists because I 
believe the cycle is moving in that direction. 

Mr. Tuomas. I hope you are right. 

We have Dr. Middlebush here with us. 

We are certainly delighted to have you with us, Doctor. Have 
you anything you would like to say? 

Dr. MippiesusnH. First, Mr. Chairman, I would like to express to 
you and the members of your committee, at least as far as I am con- 
cerned as a Board member, and I think I reflect the views of the 
other Board members here present, how much we as Board members 
are indebted to you and the members of your committee. 

You note the State I come from. It is the Show-Me State. In 
facing budgetary problems I like to get the picture of the problems 
as viewed by those who have the responsibility of doing the appro- 
priating. 

As I see it, this is a common enterprise, and we as a group of laymen, 
so to speak, with a great deal of professional scientific competence 
here—my field is political science—you have your responsibilities and 
you have given us the opportunity to hear firsthand the problems you 
face. I think most of us realize them. 
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ATTENDANCE OF BOARD MEMBERS 


Mr. Tuomas. If I might make one observation. Dr. Waterman, 
you do us a world of th when you bring in these distinguished men. 
Next year can’t you get all of your Board members to come in? They 
are all busy and we cannot expect them all here, but can you try to 
get 8 or 10 of them, or maybe 12 of them to come each time 

Dr. WaTEeRMAN. I shall be very glad to. 

Mr. Tuomas. It will help us and we will try to make them feel 
welcome. You bring as many as can spare the time. It is helpful 
to us and it will not be a waste of time for them. 

Mr. Yates. Not only that, we need them to try to explain some of 
these justifications to us. 

Mr. Tuomas. Proceed, Doctor. 

Dr. MipptesusH. The second point I want to make has been made 
by our good friend Dr. Houston. I raised at the last Board meeting 
the very question we stated—the responsibility of our Board to always 
keep in mind these levels and limits. 

I state that because I want you to know that I think it is our re- 
sponsibility to let you know that we are aware there is a problem 
and we as Board members have some responsibility in that. 

Hearing your discussion will give us a great deal of help in solving 
our work. 

(Discussion held off the record.) 


INSTITUTES FOR TEACHER TRAINING 


Dr. MipptesusH. I want to speak on the high-school teacher-train- 
ing program. 

Mr. Tuomas. We would like to hear that. 

Dr. MippiesusH. We should assume some responsibility in visiting 
these institutions and see some of these programs in operation. 

We had two this past year in operation for the full academic year 
as a sort of trial run, one at Oklahoma A. and M. and one at the Uni- 
versity of Wisconsin. With one of my associates on the faculty of 
the University of Missouri I visited on two different occasions both 
of those institutions, met with the teachers who are students in those 
programs, met with the faculties of those institutions, and discussed 
all phases of this program. 

This next year, this coming year, we will have underway in about 


100 higher institutions of learning either the summer academic in- 
stitute training program or the academic year program. 
I want to state to you that from my contacts with some 100 high- 
school teachers who are now in for the full academic year in 
y 


this program that there is a very lively appreciation on their part of 
the values of this program to them. 

Mr. Osrerrac. Is that the result of a specific appropriation to the 
Foundation ? 

Dr. Mippitrsusu. An appropriation that the Congress made to us 
and which we are putting into effect for the first time. 

When you spend 2 days sitting with these high-school teachers who 
were struggling to ride herd on their own problems in their own 
schools, teaching subjects they never had the opportunity to study, 
now they are studying with some of the leading scientists in our 


universities. 
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Mr. Osrertac. Is that in the form of a refresher course? 

Dr. Mrpptesusu. More than that. Academic-year institutes lead 
to an advanced degree in most. of these institutions, and both of the 
institutions now operating the program have devised a special degree. 

I know university faculties and when they start adding special de- 
gress it is like moving the Rock of Gibraltar, but that is what they are 
doing to help promote this program. As far as we are concerned it is 
still experimental, but I want you to know that the initial stages of 
it look good and the outcome looks very bright, indeed. It has had a 
tremendous stimulating effect, not only on these students who will go 
back into their high schools as teachers but also on the institutions who 
are giving these programs. We must not lose sight of that. 

They are also aware of the fact that we, acting for you folks, are 
not going to carry this whole load forever in those particular institu- 
tions but we hope when we step out of Wisconsin or out of Oklahoma 
A. and M. or step out of Harvard that they in turn will find a way 
of carrying on this program or a modified form of this program. 

Mr. Osrertac. You spoke of two universities that were carrying 
on this program as a result of arrangements between the Science 
Foundation and their program. Two universities are involved in 
it? 

Dr. Mipptesvusn. These two were set up purely as experimental in 
the academic field. 

Mr. Ostertac. In other words, the program has not reached the 
national scale where universities throughout the United States will 
be used for this program ? 

Dr. Mippresusu. As I stated, next year there will be 16 universities 
having the full academic-year program and about 90 universities that 
will have the summer program, all under the provisions financed by 
this organization, over 100 institutions all told actively engaged in 
this prorram of advancing the training of high-school teachers. 

Dr. WarerMAN. There is a kind of limit I might point out. 

The year-long institute takes active teachers out of teaching, so we 
felt we should not do too much of that. The summer institutes are 
different. We have 96 of those, and all will be free to attend without 
interference to their teaching. 

Mr. Tuomas. Gentlemen, we will resume at 1 o’clock. 


AFTERNOON SESSION 


Mr. THomas. Gentlemen, will the committee please come to order? 

We are just about ready to go into the dollars and cents aspect of 
this budget, but I do not find any request in here for the Geophysical 
Year activities. I requested Dr. Waterman this morning, before we 
finished the hearings, to make a few observations about the progress 
that is being made, and so forth. I see he was nice enough to bring 
us some very interesting material over here. 

Tell us what this is, Doctor. 

Dr. Waterman. I would be glad to, Mr. Chairman. I also asked 
Dr. Joyce of our office, who is head of this IGY program in the 
Foundation, to be here to answer any question on details. This is a 
full-scale model of the satellite which is being built by the Naval 
Research Laboratory. This [indicating] is what it will look like 
pretty much, except for coating. It has a radio antenna sticking out 
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at each of four points. There will be four around the equator of 
the sphere in this way [indicating]. 

The magnesium sphere is about 20 inches in diameter and weighs, 
when loaded with its instruments, about 21 pounds. The payload is 
pretty small; the instrumentation and power supply being not greater 
than 4 pounds. ; 

The launching device is contained in this model, which is one- 
twenty-fifth of the size of the actual rocket that launches the satellites. 
It actually will be 72 feet tall. Itisa three-stage affair. The develop- 
ment and construction are being done by contract. 

The prime contract is held by Glenn L. Martin. The Foundation, 
of course, is financing the construction of the satellite by transfer to 
the Navy. The scientific observations to be made by the satellite are 
planned by the United States National Committee for the Interna- 
tional Geophysical Year, under the National Academy of Sciences. 

Mr. Tuomas. Off the record. 

(Discusison off the record.) 

Dr. Joyce. I shall be glad to answer any questions which the mem- 
bers of the committee may have, Mr. Thomas, 

Mr. Tuomas. I think you have covered it pretty well. 

Gentlemen, are there any questions on this? 

(No response. ) 

Mr. Tuomas. Thank you very much, Doctor, Let us take a look at 
the budget now, gentlemen. 


SUMMARY STATEMENT OF APPROPRIATION REQUEST 


Mr. Tuomas. At this point in the record we will insert the 
summary statements of the justification. 
(The pages referred to follow :) 


SUMMARY STATEMENT 


Transmitted herewith is the justification of fiscal year 1958 estimates for the 
National Science Foundation appropriation “Salaries and expenses.” The 
amount requested is $65 million, an increase of $25 million over the appropriation 
for fiscal year 1957. 

During the last 25 years the results of scientific endeavor have abundantly 
demonstrated that our future as a nation is in no small measure dependent upon 
our ability to maintain and increase our progress in science and technology. 
Military supremacy, whether to prevent or win a war, depends upon technologi- 
cal improvements in weapons. Expansion of our economy to provide productive 
employment and a rising standard of living for an increasing population, de- 
pends upon the development of new industries, products, and processes. Improv- 
ing the future health and increasing the longevity of our citizens depends upon 
success in acquiring better understanding of life processes and the causes of, 
and corrective measures for, diseases and the processes of aging. 

Progress in all of these areas will be advanced or retarded in direct relation 
to the extent that new fundamental knowledge acquired through basic research 
is fed into the channels of applied research and development. If our basic 
research effort is to meet these demands, the Nation must adequately support 
(1) the conduct of basic research, (2) the procurement of modern research 
tools, (83) short-term and long-term programs to increase our supply of competent 
scientists, and (4) the encouragement and development of programs for the wide 
dissemination of the results of research for further use by our scientists. 

These four facets of the problem in insuring an adequate national scientific 
research effort are so closely interrelated that progress, or lack of progress, in 
each has significant effects upon the others. Time is of such fundamental im- 
portance to the solution of the problem that consideration must be given not 
only to the action necessary to assure maximum progress in science today, within 
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the limits of the existing potential of manpower and other resources; but also 
serious attention must be directed to resolving the long-range aspects of the 
problem in order to permit us to continue to prosper peacefully as a world 
power in future years. Within this framework, the Foundation’s fiscal year 1958 
budget estimates provide for: 

1. Support of basic research at a level which will enable the Foundation to 
support the research of a greater number of the trained scientific manpower 
qualified and available to perform such research.—The amount requested $29,- 
666,000, will not only enable more scientists to perform necessary basic research, 
but will also contribute significantly to the development of additional scientists 
and engineers, and enable the Foundation to assume greater responsibility for 
supporting general-purpose basic research in accordance with provisions of the 
National Science Foundation Act of 1950 and Executive Order 10521. 

2. Partial support for acquisition by universities of urgently needed facilities 
and items of major equipment necessary for the furthering of scientific research.— 
The $12,005,000 requested is the amount required in 1958 to provide additional 
equipment for the radio astronomy facility being constructed with fiscal year 
1957 funds; for construction of an optical astronomy observatory ; assistance in 
placing a modest number of nuclear reactors, nuclear accelerators, and electronic 
computer facilities at university locations ; support of design studies for research 
vessels for physical and biological oceanography; and partial support of needed 
repair, renovation, new construction, and equipment for biological field research 
stations and specialized laboratories. 

8. Award of graduate fellowships in the sciences and development and sup- 
port of programs that will point the way to methods by which our educational 
institutions may increase, on a long-term basis, our scientific manpower supply, 
both in terms of quality and numbers.—The $18,750,000 requested for this pur- 
pose provides for a slight increase in the number of graduate fellowships awarded 
to outstanding science students, fellowships for training of science faculty mem- 
bers to improve the quality of college science instruction, for a program of spe- 
cialized training in serious shortage areas, for continuation of academic-year 
and summer training institutes to raise the level of competence of high school 
and college science teachers, for increased emphasis upon the improvement of 
science curriculums and means for motivating able students to consider careers 
in science and science teaching, and for support of studies of the President’s 
National Committee for the Development of Scientists and Engineers. 

4. Support of programs for securing more prompt and efficient dissemination of 
scientific information.—The $1,555,000 requested for this purpose includes sup- 
port for activities directed toward more effective dissemination of scientific 
information originating abroad to scientists in this country, assistance to assure 
the continued publication of important scientific periodicals and reference tools, 
efforts toward greater dissemination of scientific information from nonclassified 
Government research reports, research on problems of coordination and dissem- 
ination of research information, and an increased amount for attendance at in- 
ternational scientific meetings by American scientists. 

It is anticipated that the above programs can be carried on at the levels pro- 
posed with only minor increases in personal services and other administrative 
costs. 

Foundation activities for fiscal year 1958 are summarized as follows: 


NATIONAL SCIENCE POLICY STUDIES 


Surveys and reports.—Fiscal year 1958 provides for a shift in emphasis toward 
revised methods of carrying on necessary surveys and toward increased efforts 
in data analysis for use in program development. A total of $276,500 is requested 
for this program, an amount which is $89,340 below funds available in 1957. In 
line with this revised approach, the staff of the Office of Special Studies will be 
reduced from 37 positions in fiscal year 1956 to an estimated 18 positions in fiscal 
year 1958. 

Special committees and interdepartmental committee for scientific research and 
development.—The National Science Foundation has since fiscal year 1954 pro- 
vided the secretariat for the Interdepartmental Committee for Scientific Re- 
search and Development, which was established by Executive Order 9912 to study 
and discuss administrative problems of common interest to Federal agencies en- 
gaged in research and development, and to recommend changes in administrative 
policy and practice which would improve the efficiency of Federal research 
activities. From time to time the Foundation also establishes special committees 
of leaders in specific fields of science and outstanding individuals in public 
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affairs to study particular problem areas and recommend appropriate action. In 
order to continue to provide secretariat services for the ICSRD and special 
committees, a total of $18,700 is requested in fiscal year 1958. 

Clearinghouse for scientific manpower information.—Since an adequate supply 
of experienced scientific personnel is one of our most important natural resources, 
it is essential that up-to-date information on the supply, demand, and character- 
istics of the reservoir of scientific manpower be available for consideration of its 
implications on matters of science policy. Continued emphasis will be given in 
fiscal year 1958 to studies involving the compilation and analysis of information 
regarding the extent, nature, and utilization of scientific manpower. In addition, 
the National Register of Scientific and Technical Personnel, a joint governmental- 
professional society operation, will continue the registration of qualified scientific 
personnel in the natural sciences and other related disciplines, with the expec- 
tation that fiscal year 1958 will witness completion of initial registration of all 
scientists who meet present standards for inclusion. A total of $404,800 is 
proposed to carry out these activities in fiscal year 1958, an increase of $38,055 
over the amount available in 1957. 


SUPPORT OF SCIENCE 


Grants for support of research projects.—Since its establishment the Founda- 
tion’s program for basic research has emphasized support of individual research 
projects of scientists in colleges and universities and other nonprofit institutions. 
This program not only supports essential basic scientific research by competent 
individuals but also provides a means for increasing our national scientific 
potential, as science students and younger scientists receive the opportunity to 
carry on work under the supervision of experienced scientists. The limited funds 
which have been available for this purpose have been distributed among all 
scientific fields and subfields on the basis of quality of the research proposed. 
During previous years the Foundation has been able to support only a small 
fraction of the meritorious research proposals received. If adequate funds for 
support of research are not available, not only will our potential for increasing 
fundamental scientific knowledge not be realized but opportunities for adding to 
our limited supply of qualified scientific manpower will be wasted. In fiscal year 
1958 a total of $29,666,000 is requested for support of basic research projects, an 
amount which will enable the Foundation to support about 50 percent of the 
meritorious research proposals to be considered during that year. The sum of 
$29,666,000 represents an increase of about $13,300,000 over the amount available 
for this purpose in 1957. 

In order to assure that support is given to the most meritorious of research 
proposals, the Foundation utilizes the advice of leading scientists. Through this 
system of evaluation the Foundation is also assured that its programs are respon- 
sive to the scientific needs of the Nation, as visualized by representative scientists. 

Grants for support of research facilities —As the tools of scientific research 
become more effective, they also become more complex and costly. As a result, 
our educational institutions, whose income and resources have not risen in pro- 
portion to the increase in research costs, are in many instances no longer able 
to supply the major items of equipment and facilities required for advanced re- 
search. The resultant lack of modern research facilities hampers the advance 
of scientific knowledge through diminishing opportunities for carrying on sig- 
nificant basic research in certain areas, and through markedly reducing the 
possibilities for training scientists of competence, skilled in advanced research 
techniques. In order to assist in remedying this deficiency, the Foundation pro- 
poses in fiscal year 1958 to provide a total of $12,005,000 for urgently needed 
research facilities and items of major equipment, an increase of approximately 
$6.2 million over 1957. The estimate includes $1,130,000 for additional equip- 
ment for the 140-foot radio astronomy facility which will be constructed from 
1957 funds; $3,100,000 for construction of an optical astronomy observatory con- 
taining an 80-inch reflecting telescope; 1,250,000 for partial support of the main- 
tenance and operation of biological field research facilities such as desert, Arctic, 
marine and fresh water stations and for specialized laboratories; $4,150,000 to 
assist universities in securing nuclear research facilities; $1,500,000 to assist 
universities in securing electronic computer faciltes; and $75,000 for design 
studies for research vessels appropriate for use in physical and biological ocean- 
graphic research. The facilities will not only provide equipment urgently 
needed for basic research, but also for training of scientific manpower. 
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Grants for training of scientific manpower 


Fellowship program.—The Foundation’s program of graduate fellowships in 
science is one of the most effective means for increasing our scientific manpower 
potential in the immediate future. The amount requested for fiscal year 1958 
is $5,700,000, an increase of approximately 2.4 million over 1957. This sum will 
provide for 1,000 predoctoral and 230 postdoctoral fellowships in science, and 200 
fellowship awards to college science teachers to assist in the improvement of 
standards of college-level science instruction by providing teachers of science 
with opportunities for advanced study and research. In addition, provision is 
made for 180 awards for special training in fields of science where shortages are 
particularly acute. 

Education in the sciences—The Foundation’s program of education in the 
sciences is concerned with the problem of providing the necessary supply of 
eompetent scientific manpower which will be so urgently needed in the years 
ahead, Since training of a scientist or a science teacher is a long-term process, 
from the high school years through undergraduate and graduate study, the prob- 
lem must be attacked on a long-term basis. Basic programs in this area are 
focused at the problems of strengthening present science teaching, improving 
science curricula and teacher training, and early identification, motivation, and 
counseling of able students with scientific aptitude to pursue careers in science 
and science teaching. The amount requested for fiscal year 1958, $12,900,000, 
represents an increase of approximately $1.9 million over 1957. Of the amount 
requested, $10 million is aimed at strengthening present high school an‘ college 
science teachers through continuation of specially designed summer and year- 
long courses of study at selected universities at about the same level as in fiscal 
year 1957. The remainder of the funds requested are for expanded efforts in the 
area of student motivation and curriculum improvement. 

Review of research and training programs,—This subactivity includes all ad- 
ministrative costs related to the activity “Support of science,’ as explained in 
the detailed justification. The amount requested for fiscal year 1958 is $1,594,000, 
representing an increase of $441,000 over 1957. Of this increase, $64,900 is for 
amounts required to be paid into the retirement fund for personnel covered in 
this activity in accordance with provisions of the revised Civil Service Retire- 
ment Act. The remainder of the increase provides for increased staff and con- 
sultant travel related to expanded activities in support of science; for 16 ad‘i- 
tional professional personnel and 9 additional clerical personnel required to 
adequately administer programs expanded in fiscal year 1957 and proposed for 
further expansion in fiscal year 1958; increased costs for payment of salaries for 
a full year for positions filled only a part of fiscal year 1957; and for increased 
costs of testing services in connection with the proposed increase in the fellowship 
program for 1958. 

SCIENTIFIC INFORMATION EXCHANGE 


Maximum progress in scientific research is stimulated by effective communi- 
cation among research scientists throughout the world, since new knowledge 
discovered by one scientist can contribute to the work of all scientists working 
in the same or related areas. The Foundation’s program for effecting better 
interchange and dissemination of scientific information includes: translation 
and review of foreign scientifie literature, particularly Russian, for distribution 
among American scientists; making available to American scientists the results 
of unclassified Government-supported scientific research; support of important 
scientific publications, such as journals, monographs, and reference aids where 
desirable in the interests of science; research and development on improved 
methods for making more of the world’s published scientific literature avail- 
able more rapidly for the use of research scientists; and assisting scientists 
of this Nation to attend important international scientific meetings. 

A total of $1,555,000 is proposed for these activities in fiscal year 1958, an 
increase of approximately $585,000 over 1957. This increase provides for addi- 
tional emphasis in all of the program areas discussed above, particularly in 
making foreign science information available, and the support of more wide- 
spread attendance of American scientists at international scientific meetings. 


EXECUTIVE DIRECTION AND MANAGEMENT 


This activity includes the National Science Board, the Office of the Director, 
and the accounting, auditing, budgeting, communications, grants administration, 
personnel, and supply functions of the Foundation. Although the administrative 
workload of the Foundation has reflected a pronounced increase, no increase in 
the number of employees to carry out these functions is contemplated in fiscal 
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year 1958. The amount of $730,000 requested for fiscal year 1958 represents 
a net increase of $29,000 over funds for this purpose in 1957, consisting of a 
$33,200 increase in costs for amounts required to be paid into the retirement 
fund pursuant to the revised Civil Service Retirement Act, plus a small amount 
for payment of salaries for a full year for positions filled only a part of fiscal 
year 1957, offset by decreases in other objects. 


Mr. Tuomas. Your big item is the program for the support of 
science. Iam now talking : about your activities. Under the swpport- 
of-science program you have grants for research projects, research 
facilities, and the fellowship program. Then the exchange-of-infor- 
tion program just about covers your main activities, does it not? 

Mr. WaTeRMAN. Yes, sir. 


SUMMARY OF OBLIGATIONS BY ACTIVITY AND BY OBJECT 


Mr. Tuomas. We will follow the insertion of the previous pages of 
the justifications by the insertion of pages 1 and 2 of the justifications 
at this point in the record. 

(The pages referred to follows :) 


Summary of obligations by activity and program 


| Increase (+) 
Actual, | Estimate, | Estimate, | or de- 
fiscal year | fiseal year | fiscal year crease (—), 
5 1958 | 1958 over 
1957 


National science policy studies: | 
Surveys and reports $336, 749 | $365, 8 $276, 500 
Sneeial committees and [CSRD___. 37, 764 , 415 | 18, 700 
Clearinghouse for scientific manpower infor- | 


gation .: .-..:----: , 300, 295 | 366, 745 | 104, 800 | 


Total, national science poliey studies_.__-| 674, 208 | 750, | 700, 600 


4, 793, 120 | c E 14, 833, 000 | 1.6, B58, 280 


" 
Support of science: | 
Grants for support of research projects: } 
Biological and medical sciences } 
Mathematical, physical, and engineer a: | 

ing sciences - - 4 | , 699, 5: » 174,720 | 14,833, 000 + 5, 658, 280 





Subtotal _ . - 9, 492, 667 | 5, 349, 440 29, 666,000 |} + 13, 316, 560 
Grants for support of research facilities | } 

Biological and medical sciences > | 125, 000 750, 000 1, 250, 000 | +500, 000 

Mathematical, physical, and engineer- | 

ing sciences - _-...- 97, 500 5, 045, ( | 10, 755, 000 i 5, 710, 000 


ORO 6 ovdinctdtnwinesud — 522, 500 5, 795, 12, 005, 000° - 6, 210, 000 

Grants for training of scientific manpower: | | | 

Graduate fellowships ‘ } 2,076,859} 3,265, 0 5, 700, 000 +2. 435, 000 

Education in the sciences 1,434,275 | 10,975, 000 12, 900, 000 | , 925, 000 
National Committee for Development- | } 

of Scientists and Engineers... 10, 000 | 225, 000 | 50, 000 | —75, 000 
{— Tectia ieee tel 


Subtotal. . | a 52l, 134 14, 165, 000 18, 750, 000 | +4, 285, 000 
Review of research and training programs: | 
Biological and medica! sciences 227, 308 320, 200 | 454, 100 +133, 900 
Mathematical, physical, and engineer- | | 

ing sciences 233, 897 320, 800 453, 500 | +132, 700 
Training of scientific manpower... ..--. 285, § 511, 581 | 686, 400 +174, 819 





| 
— ee | - _ — | 
Subtotal... 747. 049 | , 152,581 | 1, 504, 000 | +441, 419 


” 3, 762, 021 | 62,015,000 | +24, 252, 979 


Total, support of science --...--. opin 4, 283, 360 | 


Scientific information exchange: "f 
Dissemination of scientific information 483, 990 | 879, 803 | 1, 380, 000 | 
Attendanceat international scientific meetings_| 46, 043 | 90, 000° 175, 000 | +85, 000 

Total, scientific information exchange ” 530, 033 | 969, 803. i 1, 555, 000 +585, 197 

Executive direction and management. .-..--.-- 500, 744 +E 700, 700 j 730, 000 | +-29, 300 


Total obiientions.........022.:2.2. 853 Fee 085 | 40, 182, 624 | 65, 000, 000 | “4-24, 817, 476 





1310 


Summary of obligations by object 


Increase (-+-) 
Actual, Estimated, | Estimated, or de- 
fiscal year fiscal year fiscal year crease (—), 
1956 1957 1958 aa 
1957 


Personal services 4, f $1, 787, 796 $2, 062, 000 +$274, 204 
Travel 104 174, 478 210, 000 +35, 522 
Transportation of things-- __- ete 966 1, 700 1, 700 0 
Communication services , 5s 50, 100 50, 000 —100 
Rents and utility services 1, 339 »é +161 
Printing and reproduction , 66, 400 55, 500 —10, 900 
Other contractual services i , 4, 564, 739 5, 005, 100 +440, 361 
Supplies and materials. 23, 200 23, 000 —200 
Equipment 7, 128 35, 647 25, 000 —10, 647 
Grants, subsidies, and contributions 33, 473, 825 57, 561,800 | +24, 087,975 
Refunds, awards, and indemnities 620 0 

Taxes and assessments 2, 996 3, 300 | 4, 400 | 
15, 988, 935 40, 182,524 | 65,000,000 24, 817, 476 

| t 





Mr. Tuomas. Dollarwise, you show an increase of $24,817,476 over 
last year. 

The total ayenrnreten for last year was $40,182,524, and your re- 
quest for fiscal year 1958 is $65 million. 


HISTORY OF FOUNDATION APPROPRIATIONS 


We will provide for the record at this point the total appropriations 
since the beginning of the Foundation. 

When was your first appropriation? Was it not in fiscal 1951? 

Mr. WaterMAN. In the supplementary budget of 1951; yes, sir. 

Mr. Tuomas. At the beginning, the Foundation in 1951 had an 
appropriation of $225,000. Your next appropriation was in 1952, 
when you received $3.5 million. For 1953 the amount was $4.75 
million ; for 1954 it was $8 million; for 1955 it was $12.25 million; for 
1956 it was $16 million; and for 1957 it was $40 million. 

What did you people do to us last year? You must have drugged 
us and the drug is still effective; so, your request goes to $65 million. 
That is in addition to the International Geophysical Year activity. 
Their appropriation last year was $27 million, and for 1955 and 1956 
they had appropriations of $12 million, making a total appropriation 
of almost $39 million for the IGY. 

Is that going to do the job now as far as this committee is concerned ? 

Dr. WATERMAN. We hope so, sir. An uncertainty is that the Rus- 
sians have not declared their intentions with respect to satellites. If 
they should make a satellite that crosses the pole, we would want to 
establish additional observing stations. 


TOTAL UNITED STATES CONTRIBUTIONS TO THE GEOPHYSICAL YEAR 


Mr. Tuomas. What has been the total of United States contribu- 
tions to the Geophysical Year, counting the armed services? 

What is it? Is it around $100 million? 

Dr. WaTerMAN. I have no actual figures for that. 

Mr. Tuomas. If you add P. S. and T. to it, meaning people, sub- 
sistence, and transport for the military forces involved, what would 
it be? 


Dr. WarerMAN. I have no figures for that, sir. 
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Mr: Tuomas. They have their own part of it. What is your guess? 

Dr. Waterman. I do not really know. That includes the Antarctic 
Expedition as well as the satellite. Those are the two major contribu- 
tions that the Department of Defense is making. 

Mr. Tuomas. I wish you would convey the committee’s high regard 
to the gentlemen of the geophysical year, and tell them that if they 
get time, we would like to have them come back and see us. 

Dr. Waterman. Thank you, sir. 

Mr. Tuomas. We remember their visits to the committee with much 
interest and we have a lot of appreciation for them. 


PERSONAL SERVICES 


Mr. THomas. Where is your employment table, Dr. Waterman ? 

Dr. WATERMAN. It is in the very back, Mr. Chairman. 

Mr. Tuomas. In the appendix? 

Dr. WarerMAN. In the appendix at page 223. 

Mr. Tuomas. At this point in the record we shall insert page 223 
of the justifications. 

(The page referred to follows :) 


01 Personal services—Staff, summary 


| i De i es 
| Actual, fiscal year |Estimate, fiscal year| Estimate, fiscal year 
| 1956 1957 1958 


Organizational unit | | 
| Num- | | Num- Num- 
| berof | Amount | ber of Amount ber of | Amount 
| posi- | | posi- | | posi- 


| 


Office of the Director was ; | 15 | $121,193 $157, 000 16 $159, 000 
Administration fie oo =e Se 217, 349 3} 346,000 73 | 353, 000 
Special committees a 5 22, 165 | 2} 15, 775 2 17, 000 
Office of Special Studies..........- 37 201, 368 | 30 | = 176, 365 18 131, 000 
Biological and Medica) Sciences Division __| 26 158, 222 | : 236, 000 45 300, 000 
Mathematical, Physical, and Engineering | 

Sciences Division 29 166, 928 35 | 244, 300 45 330, 000 
Scientific Personnel and Education Divi- 

sion | 48) —-207, 913 | | 350, 200 68 | 459, 000 
Office of Scientific Information ! 24 | 106, 860 | 3: 190, 356 198, 000 


ee 240 | 1,201, 008 | 987 | 1, 715, 906 | 297 | 1,947,000 


1 Includes allocated working fund to the Library of Congress. 


| tions | tions tions | 
| 





Mr. TrHomas. The table sets forth an employment breakdown into 
the Office of Director, Administration, Special Committees, Office of 
Special Studies, Biological and Medical Sciences Division, Mathe- 
matical, Physical, and Engineering Sciences Division, Scientific Per- 
sonnel and Education Division and the Office of Scientific Information. 

It shows a personnel load of 297 as against 287 for last year, and 240 
for 1956. 

NATIONAL SCIENCE Poticy STupIEs 


Mr. Tuomas. Going back to page 3 of your justifications, it shows 
surveys and reports on scientific resources, in which you take a de- 
crease of $89,340, which means an appropriation of $276,500 against 
$365,840 last year. 

The Clearinghouse for Scientific Manpower Information shows an 
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increase of $38,055, which means you are requesting $404,800 as against 
$366,745 for last year. 


SUMMARY OF OBLIGATIONS BY ACTIVITY 


At this point in the record we shall insert pages 3, 5, and 6. 
(The pages referred to follow :) 


NaTIONAL ScreNcE Po.icy Strupigs 


Summary of obligations by activities 


: . Increase (+) 
7» ‘ Estimated, estimated, or de- 
Wiel yesr fiscal year fiscal year crease (—), 
1957 1958 1958 over 
1957 


Surveys and reports on scientific resources. - $336, 749 | $365, 840 $276, 500 —$89, 340 
Special committees and interdepartmental 

committee on scientific research and develop- 

Se cnetemeents testi 37, 764 | 17, 415 18, 700 +1, 285 
Clearinghouse for scientific manpower er infor- 

ak i i 366, 745 404, 800 +38, 055 


I ils nc 674, 808 | 750, 000 700, 000 —50, 000 


Available, fiscal year 1957, $750,000, 
Estimate, fiscal year 1958, $700,000. 


BASIC AUTHORITY FOR NATIONAL SCIENCE POLICY STUDIES 


The National Science Foundation Act of 1950 authorizes and directs the 
Foundation to: 

“* * * develop and encourage the pursuit of a national policy for the promo- 
tion of basic research and education in the sciences ; 

“* * * evaluate scientific research programs undertaken by agencies of the 
Federal Government * * *; 

“* * * appraise the impact of research upon industrial development and upon 
the general welfare; 

“* * * maintain a register of scientific and technical personnel and * * * 
provide a central clearinghouse for information covering all scientific and techni- 
eal personnel in the United States, including its Territories and possessions.” 
The Executive order of March 17, 1954, provides that : 

“The Foundation shall continue to make comprehensive studies and recom- 
mendations regarding the Nation’s scientific research effort and its resources for 
scientific activities, including facilities and scientific personnel, and its foresee- 
able needs, with particular attention to the extent of the Federal Government’s 
activities and the resulting effects upon trained scientific personnel * * *,” 

The responsibilities outlined above are the concern of the entire Foundation 
and all operating segments of the Foundation participate in fulfilling them. 
Functionally, however, they divide themselves into two general segments: 

1. Formulating and recommending policies with regard to scientific efforts of 
the Nation.—This phase is primarily the responsibility of the Director and the 
National Science Board and is exercised through all activities of the Foundation ; 

2. Systematic study of the scientific resources of the Nation including assembly 
and analysis of data needed to permit the formulation of policy.—It is with cer- 
tain aspects of this latter phase, essential to effective implementation of the 
first phase, that the Office of Special Studies and the Clearinghouse for Scientific 
Manpower Information are concerned. 
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Support or SclENCE 
SUMMARY OF OBLIGATIONS BY ACTIVITY AND PROGRAM 


Let us look at your first large program activity which appears at 
page 43 of the justifications, and which page we shall insert into the 
record at this point. 

(The page referred to follows:) 


Support oF Science 


Summary of obligations by activity and program 


| Increase (+) 
| _ Actual, Estimated, | Estimated, or de- 
fiscal year fiscal year | ‘ crease (—), 
1956 1957 | 958 1958 over 
| 1957 
i 
(a) Grants for support of research projects: 
Biological and medical sciences. __._..- $4, 793, 129 $8, 174, 720 
Mathematical, physical, and engine er- 


ing sciences 4, 699, 538 8, 174, 720 


$14, 833,000 | +96, 658, 280 
14, 833,000 | -++6, 658. 280 


| 
= 


a DE O19 7). * a 9, 492, 667, 16, 349, 440 


2, 666, 000 | +13, 316, 560 


— es _———a 


(6) Grants for support of research facilities: 
Biological and medical sciences ieee 125, 000 750, 900 | 1, 250, 000 | +500, 000 


Mathenatical, physical and engine er- | 
ee addi Bcd cnnticcndwetedus 397, 500 5, 045, 000 10, 755, 000 +-5, 710, 000 


- —— —— |— — —— 


Subtotal. ' 522, 500 5, 795, 000 2 2 06 5, 000 | +6, 2 210, 0, O60 


= = = = = 


(c) Grants for training of scientific manpower: | 7 
Graduate fellowships --.........------ 2, 076, 859 3, 265 5, 000 5, 700,900 |  +2,435,000 
Education in the sciences. - .. 1, 434, 275 10, 975, 000 12, 900 +1, 925, 000 
National Committee for De svelop? nent 

of Scientists and Engineers. ___---_- / 5, 150, 000 —75, 000 


Subtotal 3, 521, 134 14, 465, 000 18, 750, 000 | 





(d) Review of research and training programs: 
Biological and Medical Sciences ~.~- 227, 305 320, 200 454, 000 
Mathematical, physical and ens gineer-. | 

ing sciences --...- jdaaen 233, 897 320, 800 153, 500 
Training of scientific ms anpowe eA 285, 847 511, 581 | 686, 400 +-174, 819 





Subtotal ; 747, O46 , 152, 581 | 1, 504, 000 | +441, 4 419 


M 283, 350 37, 762, 0: 62, ‘015, 000 | 24, 2 252, 979 











For the first grant program you have an increase and it is the amount 
of $13,316,560; 1s that correct, Dr. Waterman ? 

Dr. WarerMAN. On the support of research projects, it is. 

Mr. Tuomas. This is for grants for research ? 

Dr. WATERMAN. That is correct. 

Mr. THomas. Then you have research facilities, training of man- 
power, and review. Your first program, grants for research, shows 
an increase of $13,316,560, or a total of $29,666,000 against $16,349,440 
for last year? 

Dr. WaTerMan. Yes, sir. 

Mr. Tuomas. You show an increase in all of your activities under 

“Support of science.” Grants for facilities show an increase of 
$6,210,000 which means you are requesting $12,005,000 as against 
$5, 795, 000 for last year ? 

Dr. WATERMAN. Yes, sir. 

Mr. Tuomas. Your fellowship program shows an increase of 
$4,285,000 which means you are requesting $18,750,000 for this year 
against. $14,465,000 for last year? 
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Dr. WATERMAN. Yes, Sit. 

Mr. Tuomas. Your Division of Review of Research and Training 
Programs shows an increase of $441,419, which brings the total up to 
$1,594,000 as against. $1,152,581 for last year. 


FOUNDATION PROGRAMS IN SUPPORT OF SCIENCE 


At this point in the record we shall insert pages 44 and 45 of the 
justifications. 
(The pages referred to follow :) 


2. Support OF SCIENCE 


Available, fiscal year 1957, $37,762,021. 
Estimate, fiscal year 1958, $62,015,000. 


FOUNDATION PROGRAMS IN SUPPORT OF SCIENCE 


There are four factors which represent collectively the problem that must be 
resolved in total if we are to assure that our research effort is adequate in the 
interest of the national welfare, security, and economy. The steps for solution 
of the four parts of the overall problem may be summarized as follows: 

(a) Basic research must be supported at the level of the capacity of the 
available manpower qualified to perform such research ; 

(b) A program must be developed and supported that will permit our 
democratic educational process to increase our scientific manpower supply, 
both in quality and in numbers ; 

(c) Research facilities and items of major equipment must be made avail- 
able to the extent necessary to support our national scientific effort ; and 

(ad) Scientific information must be disseminated more promptly and 
thoroughly. 

The four facets of the problem are so closely interrelated that progress, or the 
lack of progress, in each has significant effects on the others. Time is of such 
fundamental importance to the solution of the problem that consideration must 
be given not only to the action necessary to assure maximum progress in science 
today, within the limits of the existing potential of manpower and other re- 
sources ; but also serious attention must be directed to resolving the long-range 
aspects of the problem in order to permit us to continue to prosper peacefully as 
a world power 25 years hence. 

The need for attention to all four of these factors has been recognized by the 
Foundation in the early development and in the gradual expansion of Founda- 
tion programs for support of research, for the training of scientific manpower, 
for the support of research facilities and major equipment and for the dissemina- 
tion of scientific information. 

The activity, “Support of science” includes programs in all of the above areas 
except dissemination of scientific information, which is discussed separately in 
a later section. The following subactivities, described in detail in ensuing pages, 
constitute about 93 percent of the total appropriation requested by the Founda- 
tion in fiscal year 1958: 


2 (a). Grants for support of research projects__..._.-___________- $29, 666, 000 
2 (b). Grants for support of research facilities__..-...________-___ 12, 005, 000 
2 (c). Grants for training of scientific manpower 18, 750, 000 
2 (d). Review of research and training programs (administrative 

costs connected with these programs) 1, 594, 000 


62, 015, 000 


BASIC AUTHORITY FOR SUPPORT OF SCIENCE PROGRAMS 


The above programs in support of science are carried on under authority of 
section 3 (a) (1), (2), and (4) of the National Science Foundation Act of 1950 
(42 U. S. C. 1861-1875), which authorizes and directs the Foundation to— 

“* * * develop and encourage the pursuit of a national policy for the promotion 
of basic research and education in the sciences * * *” 


“* * * initiate and support basic scientific research in the mathematical, phys- 
ical, medical, biological, engineering, and other sciences by making contracts 
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or other arrangements (including grants, loans, and other forms of assistance) 
for the conduct of such basie scientific research * * *” 


“* * * award * * * graduate fellowships in the mathematical, physical, medi- 
eal, biological, engineering, and other sciences * * *,” 


These activities are administered within the framework of section 14 (g) of the 
act, which states that: 


“* * * the Foundation shall utilize appropriations available * * * in such man- 
ner as will in its discretion best realize the objectives of * * * (1) having 
the work performed by organizations, agencies, and institutions, or individuals 
in the United States or foreign countries, including Government agencies of the 
United States and of foreign countries, qualified by training and experience to 
achieve the results desired ; (2) strengthening the research staff of organizations, 
particularly nonprofit organizations in the States, Territories, possessions and 
the District of Columbia; (3) aiding institutions, agencies, or organizations 
which, if aided, will advance basic research; and (4) encouraging independent 
basic research by individuals * * *.” 


UNEXPENDED AND UNOBLIGATED BALANCES 


Mr. Tuomas. What is your unexpended balance for this part of 
your activity? What will it be? 

Mr. Suepparp. The total for the appropriation, Mr. Chairman, is 
$182,524. 

Mr. Tuomas. What is that figure again ? 

Mr. Suepparp. $182,524. 

Mr. THomas. You mean that will be your unexpended balance for 
the entire agency ? 

Mr. SHepparp. Yes, sir; at the end of 1956. 

Mr. Tuomas. What will it be, now, for your grants for support of 
research projects? You had last year for this program $16,349,440. 

What is your unobligated balance? What will it be? 

Mr. SuHepparp. Just a few thousand dollars. 

Mr. Toomas. What do you mean by “a few”? 

Mr. Suepparp. We will have more grants approved by the National 
Science Board than we will have money to obligate for the grants and, 
actually, it will come as close to the total funds available as we can 
within the amount of any one grant. 

Mr. Tuomas. I think this language right here is worth a little 
repetition : 

There are four factors which represent collectively the problem that must be 
resolved in total if we are to assure that our research effort is adequate in the 
interest of the national welfare, security, and economy. The steps for solution 
of the four parts of the overall problem may be summarized as follows: 

(a) Basic research must be supported at the level of the capacity of the avail- 
able manpower qualified to perform such research; (b) a program must be 
developed and supported that will permit our democratic educational process to 
increase our scientific manpower supply, both in quality and in numbers. 


That language is rather broad, general, and indefinite, but the gen- 
eral point is you do about what you can. 
With reference to item (4), no one can disagree with you on that. 


(c) Research facilities and items of major equipment must be made available 
to the extent necessary to support our national scientific effort. 
—_ 


The question presents itself as to how and by whom ? 


(d) Scientific information must be disseminated more promptly and 
thoroughly. 





1316 


Well, that is all right. 

Mr. Tuomas. You have grants for support of research projects in 
the amount of $29,666,000; grants for support of research facilities 
in the amount of $12, 005 000; grants for training of scientific man- 
power in the amount of $18 5750,000. That is your fellowship program. 
For review of research and training srograms, the administrative 
costs connected with these programs, $1,594,000, making a total of 
$62,015,000 for one of your activities which is a long way from the 
eost of your second year of operation of $3.5 million; is it not? 

You know our scientists make progress; do they not, Doctor Bronk? 

Dr. Bronx. Pretty well. 

Mr. Evins. They make budgetary progress. 

Dr. Bronx. Yes, sir. 


GRANTS FOR SUPPORT OF RESEARCIT PROJECTS 


Mr. Tuomas. At this point in the record we shall insert page 46 of 
the justifications, which sets forth a very fine table covering the names 
and the costs of the studies being made by our scientific institutions. 

(The page referred to follows :) 


Grants for support of research projects—Summary of obligations by program, fiscal 
year 1956-58 


| | Increase (+-) 
Actual, Available, | Estimate, {| or de- 
fiscal year fiscal year | fiscal year | crease (—), 
1956 1957 1958 | 1958 over 
1957 


Biological and medical sciences: 
Anthropology and related sciences--_- ..| $133, 100 | $200, 000 $300, 000 +$100, 000 
Development biology - - .------ ; 210, 715 | 305, 000 1, 100, 000 +795, 000 
Environmental biology... ais aliadl watt 463, 900 | 799, 000 1, 535, 000 +-736, 000 
Genetic biology E Talia ; | 371, 165 538, 000 | 1, 365, 000 +827, 000 
Molecular biology...........--- Sie suehe 1, 180, 175 , 687, 000 8, 230, 000 +1, 543, 000 
Psychobiology ‘ 678, °92 1, 032, 000 1, 350, 000 +318, 000 
Regulatory biology... --- i ada 1, 001, 599 2, 138, 000 | 3, 743, 000 +1, 605, 000 
Systematic biology -.--.--.-- <= 586, 659 | 764, 000 | 1, 280, 000 +5 516, 000 
General : on] 167, 224 ! 711, 720 | 930, 000 | +-218, 280 


Subtotal . 4, 793, 129 3, 174, 720 14, 833, 000 | ts 658, 280 


Mathematical, physical, and | 

sciences: j | | 
Astronomy....-- a ris | 139, 066 | 474, 000 , 000 | -+-126, 000 
Chemistry - - Sérnoaes ov sos aed 1, 197, 917 | 2, 174, 000 , 138, 000 -+-1, 964, 000 
Barth sciences... ._....-..---..--- iy 532, 918 | 881, 000 | 631, 000 | +750, 000 
Engineering sciences... .........-.- pe 906, 650 , 515, 000 2, 773, 000 +1, 258, 000 
Mathematical sciences - - " ert 705, 477 , 138, 000 | 2, 076, 000 | -+-938, 000 
Physics. nb ois bun ; | 1, 155, 252 , 707, 000 | 3,115,000 | +1, 408, 000 
Seciophy sical sciences... ....-. vlad 55, 258 150, 000 300, 000 | +150, 000 
General... . --==| 7, 000 | 135, 720 | 200, 000 | +64, 220 
Subtotal i ‘ ii | 4,600,538 | 8,174,720) 14, 833, 000° 46, 658, 280 


ele Al. ti th Gol hing. ~ 9, 492, 667 | 16,349,440 | 29, 666,000 | +13, 316, 560 


PROGRAM STATEMENT 


Mr. Tuomas. We will at this point in the record insert the program 
statement which appears on pages 47, 48, and 49 of the justifications. 
(The pages referred to follow :) 


2. (a) GRANTS FOR SUPPORT OF RESEARCH PROJECTS 
Estimate, fiscal year 1958, $29,666,000. 
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NATURE AND OBJECTIVES OF PROGRAM 


Under the support of research projects program the Foundation provides funds 
for basic research in response to proposals from qualified scientists for work on 
problems of their own choice. Such funds are made available by the Foundation 
as grants to institutions for specified amounts and duration of time, on behalf 
of individual scientists or small groups of scientists whose proposals are con- 
sidered to be of high scientific merit and promise. In addition, the Foundation 
makes, from time to time, grants to support specific enterprises which will fur- 
ther the conduct of basic research, such as conferences among scientists relative 
to particular areas or problems of research. The program is operated within 
the framework of the following objectives: 

1. Increasing the extent and improving the quality of basic research through 
support of qualified scientists ; 

2. Increasing the quality and numbers of scientists by providing opportunities 
for highly promising young investigators to assist in basic research projects; 

3. Achieving an appropriate geographical distribution of research in order to 
provide a strong national scientific base; and, 

4. Stimulating research in new and significant scientific areas where addi- 
tional emphasis appears to be desirable. 


FACTORS AFFECTING PROPOSED 1958 LEVEL OF BASIC RESEARCH SUPPORT 


In fiscal year 1956 the Foundation obligated nearly $9.5 million for support 
of approximately 700 basic research projects, with an average duration of ap- 
proximately 2.1 years. It is anticipated that about $16.3 million will be avail- 
able from fiscal year 1957 appropriations for this purpose, and a total of 
$29,666,000 is proposed in fiscal year 1958. The Foundation feels strongly that 
the increased level for support of basic research in fiscal year 1958 is dictated by 
considerations of the national interest, for the reasons set forth below. 

National progress depends upon basic research.—It is becoming an accepted 
fact that the future of our Nation is dependent upon our ability to increase 
steadily our rate of scientific and technical progress. However, in recognizing 
that a high level of economic productivity is made possible by the contributions 
of science to the evolution of new and improved products and processes, we fre- 
quently regard scientific research in terms of its immediate and practical appli- 
eations alone. We know that military supremacy, whether to prevent or to win 
a war, depends upon technological improvements in weapons; that expansion 
of the economy to provide productive employment for an increasing population 
and to assure a rising standard of living depends upon the development of new 
industries, new products, and new processes ; and that improving the general level 
of health and increasing the longevity of mankind depends upon better under- 
standing of fundamental life processes and finding the causes, and corrective 
measures, for disease. On the other hand, we do not always fully appreciate 
that all of these developments depend directly upon the extent to which funda- 
mental knowledge derived from basic research is fed into the continually ex- 
panding process of applied research and development. 

The role of basic research is frequently obscured because of the lapse of time 
which generally occurs between the discovery of new knowledge and its ultimate 
application to new developments, and because such ultimate application fre- 
quently is the end product of many individual basic findings. Examples of this 
process are many, with the series of major events leading to accomplishment of 
releasing nuclear energy only a single illustration. Identification of radio- 
activity by Becquerel in 1896 was only the first step: the development of Bin- 
stein’s theory of mass-energy relationships in 1905; the demonstration of the ex- 
istence of neutrons by Chadwick in 1933 ; the production of artificial radioactivity 
by Curie and Joliot in 1934; the isolation of a barium isotope through neutron 
bombardment by Hahn and Strassman in 1939; and later work by Frisch, Meit- 
ner, and Fermi were all preliminary and necessary before the resources of nuclear 
energy could be tapped. 

Circumstances which create demand for additional basic research.—The fol- 
lowing conditions are largely responsible for focusing attention upon the need 
for additional basic research activity: 

1. Due in part to the intensive demand for practical application of research 
results by our expanding industries, and in part to the requirements of the Fed- 
eral Government for improved weapons essential to our national security, the 
need for basic research in the United States has increased significantly since 


88278—57—pt. 2——30 
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World War II. Yet, available data from these two major “consumers” of basic 
research results indicates that only a small fraction of their funds used for re- 
search and development were applied to basic scientific inquiry. A recent 
foundation survey indicated that in 1953 private industry applied about $2.3 
billion of its own funds to research and development, and that of all funds ex- 
pended by industry for this purpose only about 4 percent were for basic research. 
Data for the Federal Government indicates that of about $2.0 billion obligated 
in fiscal year 1955 for conduct of research and development, only about $130 
million, or 6.5 percent was for basic research. Of this latter amount about 60 
percent was for basic research directly related to defense needs and to atomic 
energy. 

2. We can no longer depend upon basic research knowledge from Europe— 
on which we relied heavily prior to World War II. The ravages of war de- 
creased the basic research activities of many European countries. While the 
situation has improved there are still serious restrictions upon the free flow of 
scientific information among nations. 

3. The recognition of national dependence upon scientific progress has caused 
every major power to accelerate its programs for training scientists and expand- 
ing research efforts. Totalitarian nations can and have conserved their re- 
sources by concentrating their scientific efforts primarily upon a single objective: 
That of attaining and maintaining military and economic supremacy. The 
nature of their system of government provides them with the advantage of 
being able to utilize their manpower and financial resources without stint to 
accomplish this objective. Many of their successes to date have been impressive, 
not only in technology, but also in basic research. In a democracy, however, 
such enforced concentration upon a narrow objective is undesirable: Our basic 
research effort must provide support of scientists interested in and capable 
of performing basic research, so that we may achieve not only a strong national 
economy and a rising standard of living, but may also attain the objective of 
providing basic knowledge to assist in buttressing our national security. 

Increasing basic research by using available scientists.—Traditionally, gen- 
eral-purpose basic research has been chiefly performed by the universities, and 
the costs have been borne by them. However, in the last two decades, the 
universities have become less able to provide financial support for basic research. 
Strains imposed by rising costs and increased enrollments have been coupled 
with a relative decline in endowment earnings and other revenues. These 
pressures, plus the demands of applied research upon existing facilities and 
available manpower have not permitted the universities to increase their support 
of basic research proportionately. This resulting shift of emphasis aggravates 
an imbalance between applied and basic research in university programs and 
has tended to negate the basic university purpose of leading the drive to extend 
the frontiers of knowledge. If we are to restore a proper balance and at the 
same time provide the basic research necessary to insure continuous progress, 
inereased attention must be devoted to this area. 


BASIC RESEARCH GRANTS AWARDED TO UNIVERSITIES AND OTHER NONPROFIT 
INSTITUTIONS 


Mr. Tuomas. Do you have that table, Mr. Budget Officer? I have 
reference to the one where you set out the institutions and a list of 
your contracts by name and location. 

What institutions are involved, and give me the dollar amount 
involved. 

You must have it here somewhere. 

Mr. Suepparp. It is in our annual report here. 

Mr. THomas. You did not put it in your justifications ? 

Mr. Sueprarp. No, sir. 

Mr. Tuomas. Put it in the record at this point if you do not have 
it otherwise. 

(The information requested follows :) 





1319 


BAsic RESEARCH GRANTS AWARDED BY THE NATIONAL SCIENCE FOUNDATION TO 
UNIVERSITIES AND OTHER NONPROFIT INSTITUTIONS DURING FISCAL YEAR 1956 


The following tabulation reflects the value and distribution of basic research 
grants made by the National Science Foundation to universities and other 
nonprofit institutions during fiscal year 1956. Information on. the number of 
grants and amounts is presented by State, institution, and field of science. 
Further detail, such as titles or amounts of individual grants, may be obtained 
by referring to appendix B: Research Support Program, Basic Research Grants 
Awarded in Fiscal Year 1956 of the Sixth Annual Report of the National Science 
Foundation, where grants are listed by institutions under particular fields of 
science. 

Amounts of grants listed are in total, even though the grants may extend for 
more than 1 year. Average life of the grants awarded in fiscal year 1956 is 
approximately 2 years. 





Number of | Amount 
grants | 





ALABAMA 


Alabama Polytechnic Institute: Genetic biology 
Total, State of Alabama__-_-__--_--- 


Lowell Observatory: Astronomy - 


University of Arizona: 
Chemistry. - ..-  iaiie 
Earth sciences--_--_------ 


Subtotal, University of Arizona. _- 
Total, State of Arizona ----_- 


ARKANSAS 
University of Arkansas: 
Chemistry- a iniatdaditailNin Radiediapatac ' 2 
Physics ‘aheuatlissesitatie se ‘ 20, 700 
Psychobiology -_- ; a eee be 8, 400 
Regulatory biology ; ; 11, 900 


Total, State of Arkansas... .__-- si eae Pili athe scien bed 52, O00 


CALIFORNIA 


California Institute of Technology: 
Chemistry aie ; 
Engineering sciences 
Genetic biology 8 
Molecular biology 
Regulatory biology 
General 


Subtotal, California Institute of T re : 
Occidental College: Chemistry a : 


Pomona College: 
Chemistry 
Earth sciences. -- 


Subtotal, Pomona College Sores ews 
Santa Barabra Botanic Graden: Genetic biology 


Stanford University: 
Anthropology 
Chemistry. 

Dev elopment: al biology 
Earth sciences 
Ergineering sciences_. 
Environmental biology 
Psychobiology 
Systematic biology - 


ee hee Re 


13, 800 


Subtotal, Stanford University 2} 147, 400 





CALIFORNIA—continued 


University of California: 
Astronomy 
Chemistry 
Dev Sees biology 
Earth scienees-. 
Ergineering Re Sa TP icien SE Je LE ees bbb deel be Uusdak 
Environmental biology 
Genetic biology 
Mather atical sciences 
Molecular biology 
Physics 
Psychobiology ........-. 
Regulatory biology 
Systematic biology 


Subtotal, University of California 


University of Redlands: 
Chemistry 
Physics 


Subtotal, University of Redlands 


University of Southern California: 
Chemistry 
T evelopmental biology 
Systematic biology 


Subtotal, University of Southern California 
Total, State of California 


COLORADO 


Colorado Agricultural and Mechanical College: 
Engineering sciences 


Environmental biology a CLE EES LAS IND 
Systematic biology 


Subtotal, Colorado Agricultural and Mechanical College. -..........-.-.-- 
High Altitude Observatory of the University of Colorado: Earth sciences 
Rocky Mountain Biological Laboratory: Systematic biology 


University of Colorado: 
Environmental biology 
lh ota n a beneeeieainediotneetibabaresqoureeenuee peous 
Mathematical sciences 
General 


Subtotal, University of Colorado 


Total, State of Colorado 
CONNECTICUT 


Albertus Magnus College: Developmental biotes 
Connectieut Agricultural Experiment Station: 
Trinity College: Molecular biology 

University of Connecticut: Chemistry 


Wesleyan University: 
I evelopmental biology 
Genetic biology 
Physics 


Subtotal, Wesleyan University 


Yale University: 
Astronomy 
Chemistry 
Developmental biology. 
Earth sciences _- 
Engineering ences 
Environmental biology ._-....--.------------- ees decwkcek Fa 
Molecular aaaray =. BchWenbuancs. sie Acti dance Sididsckatiobildecs secsaewube ' 
Physies_. eae 
Psychobiology - 
Regulatory biology - 
Sociophysical sciences 
Systematic biology 


Subtotal, Yale University 
Total, State of Connecticut 





Number of 





Amount 


48, 500 
18, 000 
3A, 100 
12, 000 

7, 100 
12, 000 
30, 600 
41, 500 
39, 250 
16, 500 
14, 100 


285, 150 





| Number of} Amount 
grants 


DELAWARE 
University of Delaware: 
Engineering sciences aaa 
Molecular biology .....-..-..--- 


Total, State of Delaware_....-....---- 


FLORIDA 
Florida State University: 

Developmental biology 

Earth sciences 

Psychobiology 

Regulatory biology 

Systematic biology 


Subtotal, Florida State University 
University of Florida: Engineering sciences 


University of Miami: 
Earth sciences 
Environmental biology 


Subtotal, University of Miami 
Total, State of Florida 


CEORCIA 


American Physiological Society, Medical College of Georgia: General 
Georgia Institute of Technology: Engineering sciences_- ; : 
Georgia State College of Business Administration: Environmental biology-- 


Emory University: 
Genetic biology 
Regulatory biology ---.-....----- . 


Subtotal, Emory University..................... 


University of Georgia: 
Environmental Biology. ..-. 
Molecular Biology...__-.----- 


Subtotal, University of Georgia 
Total, State of Georgia- --__- 


IDAHO 
University of Idaho: 
Physics 20 
Systematic biology - - 


Tota}, State of Idaho. __----- ae 


ILLINOIS 


Chicago Natural History Museum: Anthropological and related sciences ---- 
Illinois College: Psychobiology- - a aoe oneal 
Illinois Institute of Technology: Engineering sciences - - --.. 

Knox College: Systematic biology nade 
Michael Reese Hospital: Regulatory biology- - -- ea. 
Midwestern Universities Research Association: Physics 
Monmouth College: Chemistry - - . 

Mundelein College for Women: Chemistry 


28, 000 
160, 000 
12, 5 


| 
ad eel ell eel ele 


| 
| 
| 
| 
| 
j 


Northwestern University: 
Chemistry _ -- 
Genetic biology - ; 
Mathematical sciences --- 
Physics 
Psychobiology 
Regulatory biology --.- 
Systematic biology --.------..--.-- 


Subtotal, Northwestern University 
Principia College: Chemistry - - -- _-- oa eae 
Quincy College: Environmental biology--.------.--- 


Southern Illinois University: 
Psychobiology 
Regulatory biology.-.......-.-- me ielennan Saaeakcenaenghiaaaias piuanaaade non | 





Lo] _— — tt DR et BD 


Subtotal, Southern Illinois University 





| 
Number of| Amount 
grants 


ILLINOIs—continued 


University of Chicag 
Watieonslogioal ond related sciences... 
Astronomy 
Chemistry-.-_...--- ee save de aebdeien cvttaenucs 
Developmental biology.....-...------- Cote eee leieees cocineceeees 
| __ le RER SS ieueibinnceeaierewaNchndl alesianheicinisite pieaie 
Environmental biology Lccke NS aS eUhnee ed esiwaniel 
Nn es ee anne bn wsenenus ; 
PNGNE GUNMNOUD. Wooo coco co cccoteccc ccc cccee eee Seslebauipalonslewss -| 
Molecular biology 


Psychobiology-- Nn SE pe or es tawaekoe Pa baits 
Sociophysical sciences z 
ee Eo. cncunenn euewcne 


| i tet OO RO TO RD RO he RD 


Subtotal, University of Chicago... -.--.--.-- 


H] bo | 
> 


University of IMinois: 
Chemistry . 
Earth sciences _.-...--.-- se sLesaseesaesesassetsececece Jéchicsvedetdccdgpocnaas 
Engineering sciences. uaa 
Environmental biology ------ SPUR bea eEtbcd wes cotsSiosad cbse aegshaedcs 
Molecular biology 
Physics 7 
Regulatory biology 
Systematic biology 





34, 100 
45, 000 
4, 100 


253, 100 
5, 500 


Ohman wer 


Subtotal, University of Illinois. ....-...-....- dhtebntatdth aitesh tonne 
Wheaton College: Chemistry 


it — | 
oo 

ul ' 

\ 

yj 





Total, State of Iinois_-...-..- Tete vetaseeeschibabudadlanedasbceendaasenes ! 66 985, 700 


INDIANA 


De Pauw University: Physics. ..-- letescee nubtadeaienonnwpenmatarwas 1 | 4, 300 


Indiana University: 
Anthropological and related sciences... ..........-...-.-.-------------.---.--| 11, 700 
Astronomy ae : | 5, 300 
Chemistry. re ae he ne ee eee cei Onc eau ceehaet 17,000 
Genetic biology. : . eee natea : 6, 800 
Mathematical sciences ; ; ; 61, 500 
Psychobiology ; : 4, 400 
Systematic biology : : 10, 000 


| 


Subtotal, Indiana University 116, 700 


| 


Purdue Research Foundation: 
marth acnenees............-.2------- oat 18, 500 
Engineering sciences . 12, 700 
Genetic biology ck cece 21, 000 
Mathematical sciences... 15, 500 
Molecular waney a aaah ial a a ries le ae iiiliea eal die ME a ek , 43, 500 
he neti UME OE een hen Sen nhesiacdednanabanrkiononkene 4 d 45, 600 


Sl 


Subtotal, Purdue Research Foundation 


| 


Purdue University: 
Engineering sciences. 
Environmental biology 


Subtotal, Purdue University 
University of Notre Dame: Mathematical sciences. 
Total, State of Indiana. - 
Grinnell College: 
Developmental biology ---- - ae = 
DCMS chiccuSsccccccessessccece : 
Subtotal, Grinnell College _------- ce 


Iowa State College of Agriculture and Mechanic Arts: Molecular biology 
Iowa State Teachers College: Systematic biology eee bien 


State aeons 6 of Iowa: 
Astronomy - . pipe. is’ 
Chemistry 
Developmental biology 
Molecular biology 
Psychobiology 








Number of} Amount 
grants 

jociein ——| 

1owa—continued 


State University of lowa—Continued 
Regulatory biology 
Systematic biology 


Subtotal, State University of Iowa 
Total, State of Iowa 
KANSAS 
Kansas State College: 
Environmental biology-.-. 
Systematic biology 


Subtotal, Kansas State College. 
St. Francis Hospital: Regulatory biology - - 





University of Kansas: 
Environmentall, fology-- 
Mathematical sciences____- 
Molecular biology - -.-------- 


Subtotal, University of Kansas 


ee eee 





KENTUCKY 
Berea College: Environmental biology ----- 


Kentucky Research Foundation: 
Engineering sciences. - 
Environmental biology 
Mathematical sciences 
Regulatory biology 


Subtotal, Kentucky Research Foundation-.....--- anebmneieennndea somaigtines 
Nazareth College: Molecular biology 
University of Louisville: Chemistry 

Total, State of Kentucky 


LOUISIANA 


ee State University and Agricultural and Mechanical College: Regulatory 
iology 


Tulane University: 
Mathematical sciences 
Regulatory biology ---. 
Systematic biology - -_- 


Subtotal, Tulane University -- -.-- 


Total, State of Louisiana. -- 


Bowdoin College: Physics-- - -- " 
Total, State of Maine. 
MARYLAND 


Goucher College: Mathematical sciences... .. 
Hugo Bauer: Molecular biology - - -- 


Johns Hopkins Vakveniy: 
Chemistry 
Engineering sciences 
Genetic biology- 
Molecular biology. 
Physics... - -- ; 
Psychobiology -....--..----- 
Regulatory biology --- -- 


Subtotal, Johns Hopkins University 


Morgan State College: Chemistry. --- 
University of Maryland: Engineering sciences_- 


Total, State of Maryland...-..--......----- 





MASSACHUSETTS 
Amherst College: 
ET ohn in ond ncainihmeaninemnnednae ningiipbiiponatiuninnie sao ase 


Subtotal, Amherst College................-.------.---- ii Pore 


Boston University: Psychobiology 
Brandeis University: Psychobiology 


Harvard University: 
Anthropological and related sciences... ___. 
Astronomy -.........-- 
Chemistry... __-. 
Earth sciences. 
Engineering sciences. --- 
ein cencdecd 
Mathematical sciences... __-- 
Psychobiology--.. -.- 

Sociophysical sciences - - secs 
ee MONON. d-cc<ccscccccccscccsce 
IN a Sere ese l sce 


ND os os cco cecacececokesecccssurecectes 2 


Marine Biological Laboratory: 
Molecular biology. -.----- 
General 


Subtotal, Marine Biological Laboratory. - - 


Massachusetts General Hospital: Molecular biology - 


Massachusetts Institute of none 
Chemistry 
Earth sciences-.---------- 
Engineering sciences 
Mathematical sciences. --- 
Molecular biology 
ee 


Subtotal, Massachusetts Institute of Technology 


Mount Holyoke College: Psychobiology-.-_-..-...--- 
Tufts College: Molecular biology..-........-.--.- 


University of Massachusetts: 
Chemistry. : 
Systematic biology_ 


Subtotal, University of Massachusetts.................-- sesamin . 
Williams College: Regulatory biology - -. rt ateen 


Woods Hole Oceanographic Institution: 
Earth sciences sities 
Environmental biology... 


Subtotal, Woods Hole Oceanographic Institution-. 
Total, State of Massachusetts_-............-..-.-.- * 
MICHIGAN 


Michigan State University of Agriculture and Fagen Science: 
Genetic biology 
Systematic biology 


Subtotal, Michigan State University of Agriculture and Applied Science 


University of Michigan: 
Astronomy 
Engineering sciences ; 
Environmental biology ----- ae 
Mathematical sciences_-_.....-.--.-.- 
Molecular biology - -- - - : 
ey Rs 
Regulatory biology -- hehe 
Systematic weeay, a ere eee . 
General 


Subtotal, University of Michigan_-. 











Number of| Amount 


grants 


$2, 000 
10, 800 
12, 800 


22, , 100 
_ 1, 700 


29, 100 
51, 900 
37, 600 
20, 500 
11, 500 
32, 700 
31, 000 
24, 900 
37, 640 
11, 000 
829, 740 


34, 500 
50, 000 








Number of 
grants 


MICHIGAN—continued 


Wayne University: 
Chemistry 
Mathematical sciences 


Subtotal, Wayne University _._-.-- serie ata ait ea ed eel 7 
Total, State of Michigan --_- ----_- 


MINNESOTA 
Carleton College: 
os on detnieeeiinniaenial 
ad ti at a din s otdtlnissashiainin sa tociateaaneenianennae anata 
Psychobiology.....-------__- i ics-arstiee thaicsn heen 


Subtotal, Carleton College__......._._- 





College of St. Thomas: Chemistry-................-.---- 


University of Minnesota: 
Chemistry-_.-.-- 
Earth sciences 
Engineering sciences.__--.-_...-.--- 7 ies 
EE BIN oo cdintawdnds ccc ccocnccoae ‘kick the decletiichmareshiadalane ’ 
Genetic biology 
Molecular biology - - 

Psychobiology R ; 
Regulatory biology_...........-- il ai ca = 


~ 
~ 


rSERES 
SSSSSS5 


e 


nw 
= 





Subtotal, University of Minnesota___.........-.- a a . 
Total, State of Minnesota. -_- sda iaasiiainnierealaaiestecaaaatnieaa inane at ins 


2/3 
Sis 


MISSISSIPPI 


Diiosiosions Disks Colldeh: CHIME... on nnnencoccnccoceccunnsccossascss 
University of Mississippi: Systematic biology..--- ial 


Total, State of Mississippi... --_- 


MISSOURI 
St. Louis University: Physics. .....- 


i 
i 


University of Missouri: 
Engineering sciences_.- 
Environmental biology. 
Mathematical sciences... 
Psychobiology... 
Regulatory biology 


| i i ot OS 


Subtotal, University of Missouri 


Washington University: 
Chemistry 
Earth sciences... - 
Genetic biology 
Molecular biology - - 
Physics-___-- 
Regulatory biology-- 


SR, Ve OOD WE CET oii. ccecncccescccascessccacs baat 


Westminster College: Regulatory biology 





Total, State of Missouri. .....-...-. 


MONTANA 


holooc 


Montana State College: 
Chemistry 
Environmental biology..........------- 





Subtotal, Montanaf[State College 
Montana State University: 
Physics 
Psychobiology 
Subtotal, Montana State University 


PAE DEIN... oc cvesseucansdbvesssesteecpetewsesvesetons ; 


iSleosoooeco 











NEBRASKA 
University of Nebraska: 
Engineering sciences--.- 
Molecular biology 
Systematic biology 


Total, State of Nebraska 
NEW HAMPSHIRE 
Dartmouth College: Mathematical sciences 


University of New mayen 
Chemistry --. 
Systematic biology. 


Subtotal, University of New Hampshire------- 
Total, State of New Hampshire 


NEW JERSEY 
Institute for Advanced Study: 
Mathematical sciences 
General - - - 


Subtotal, Institute for Advanced Study 


Princeton University: 
Earth sciences -_- 
Mathematical sciences 
Molecular biology - -_- 
Regulatory biology 


Subtotal, Princeton University - - - 


Rutgers University: 
Engineering sciences... -- -- 
Molecular biology 
Psychobiology----- sssciney ; 
Regulatory biology--.---.------ 


Subtotal, Rutgers University 
Stevens Institute of Technology: Engineering sciences. 
The Training School of Vineland, N. J.: Psy chobiology- i. 
Total, State of New Jersey - - 


NEW MEXICO 


New Mexico Agricultural and Mechanical College: Psychobiology 
New Mexico Highlands University: Environmental biology ---- 
New Mexico Institute of Mining and Technology: Earth sciences- .- -------- 


University of New Mexico: Engineering sciences. ----.-...----- 


Total, State of Mexico 
NEW YORK 


American Museum of Natural ey 
Earth sciences a a 
Environmental biology. ; 
Psychobiology 
Systematic biology -- 


Subtotal, American Museum of Natural History - - -- 
American Society for Engineering Education: General 


Barnard College: 
Molecular biology 
Systematic biology - - 


Subtotal, Barnard College. 
City College of New York: Regulatory biology. 


Colleges of the Seneca, Hobart and William Smith Colleges: 


Columbia University: 
Psychobiology -..- - -- 
Chemistry - - - 
Developmental biology -. 
Earth sciences-__-_- ati 
Mathematical sciences... 
Molecular biology. -- 


Psychobiology. 


Number of; Amount 


grants 


$8, 500 
11, 500 
10, 500 


30, 500 


14, 000 


6, 600 
12, 400 


19, 000 


33, 000 


33, 000 
5, 000 


38, 000 


20, 700 

3, 500 
24, 000 
37, 050 


22, 700 
39, 000 
24, 600 
28, 200 


114, 500 
5, 300 
il, 900 


254, 950 


4, 500 
12, 700 


8, 000 
6, 800 
8, 900 
12, 700 


36, 400 
40, 000 


9, 000 
2, 400 


11, 400 
8, 000 
7, 800 


15, 000 
19, 500 
11, 500 
19, 000 
26, 300 
47, 000 


[oN e eRe 


“a 





Number of| Amount 
grants 





NEW YORK—continued 


Columbia University—Continued } 
Physics - - - -- wet ‘ 2-| $52, 200 
heoeabaty biology --.- . 3 | 80, 400 


Subtotal, Columbia University -- : sa f 271, 100 


Cornell University: 
Chemistry . 
Engineering sciences 
Molecular biology 
Physics 
Psychobiology 
Regulatory biology 
Systematic biology -- 


28, 400 
23, 800 
18, 000 


— th Rt et 


Subtotal, Cornell University - 


Fordham University: 
Astronomy. 
Chemistry - 
Developmental biology-- i 


Subtotal, Fordham University... -..---- . : : 32, 000 
Hofstra College: Chemistry - - -- dite / | 7, 200 
Long Island Biological Association: Genetic biology_ : ae 19, 800 
Mount Sinai Hospital: Molecular biology - 3 d , } 12, 000 
New York Botanical Garden: Systematic biology annette ata 25, 000 


New York University: 
Genetic biology _.--_--- . venous ; | 12, 000 
Mathematical sciences-.-----~.-.-..--- Chdbbendcisekcsccqin te taeinnaes~ need 33, 500 
Molecular biology - = = 

Psychobiology _--- ; 22, 600 

Regulatory biology . anna snensbepemaineiraaanaaaek — 36, 300 





Subtotal, New York University - . bbe adias =e } 129, 600 
Polytechnic Institute of Brooklyn: Engineering MMR. ie ea | 9, 700 
Queens College: Mathematical sciences. --- -- a ee 
Rensselaer Polytechnic Institute: Engineering 3¢ jences - 


Research Foundation of the State of New York: 
Chemistry ia ‘ 
Environmental biology. 

Genetic biology - 
Molecular biology - - 
Psychobiology 4 
Regulatory biology 


Subtotal, Research Foundation of the State of New York-... 
St. John’s University: Regulatory biology-..--- ; 
State University of New York: Anthropological and related sciences. _ - 
Syracuse University: Regulatory biology = 
niversity of Buffalo: Regulatory biology -_-- 


University of Rochester: 
Astronomy -. peat 
Mathematical sciences. 
Molecular biology 
Psychobiology 
Regulatory biology 


Subtotal, University of Rochester 


Yeshiva University: 
Developmental biology -------- 
Molecular biology iad 
Regulatory biology -----..------ , 


Subtotal, Yeshiva University 
Total, State of New York- ---- 


NORTH CAROLINA 
Duke University: 
Chemistry - ---- 
Environmental biology -. 
Physics 
Psychobiology---.-.------- ween enn - en ennen---2------ wana nanan nee eee------ - 
Systematic biology 


Subtotal, Duke University -- 





NORTH CAROLINA—Ccontinued 


rag Bo Cs arolina State College of Agriculture and Engineering: 
Phy 


Subtotal, North Carolina State College of Agriculture and Engineering.--- 


University of North Carolina: 
Astronomy 
Chemistry-.... 
Developmental biology 
cin is a ide annasnenehatihnenqeeut 
Genetie biology 
Systematic biology 


Subtotal, University of North Carolina 
Wake Forest Gollege: Molecular biology 


Total, State of North Carolina 
NORTH DAKOTA 


North Dakota Agricultural College: 
Environmental biology 
Systematic biology 


Subtotal, North Dakota Agricultural College 
University of North Dakota: Chemistry 


Total, State of North Dakota 


Antioch College: Physics 

Case Institute of Technology: Astronomy _- 
Central State College: Chemistry 

Kent State University: Psychobiology 
Kenyon College: Mathematical sciences._-- 
Miami University: Developmental biology 


Ohio State University: 
Astronomy 
Genetic biology 
Physics 
Psychobiology 


Subtotal, Ohio State University 
Ohio Wesleyan University: 
Environmental biology 
Psychobiology 
Subtotal, Ohio Wesleyan University 
ee S. Fels Research Institute for Study of Human Development: Psycho- 
91logy 
University of Cimeinnati: Systematic biology 
Western Reserve University: 
Chemistry 
Regulatory biology 
Subtotal, Western Reserve University 
Total, State of Ohio 
OKLAHOMA 
Oklahoma Agricultural and Mechanical College: Chemistry 
University of Oklahoma: 
Astronomy. 
Mathematical sciences............------------------------- dimninntnlbite setull 
Subtotal, University of Oklahoma 
University of Oklahoma Research Institute: 
Engineering sciences 
Physics 
Subtotal, University of Oklahoma Research Institute 


Total, State of Oklahoma._._....- a aa ca . 


| 
Number of | 
grants 


Amount 





OREGON 
Oregon State College: 


OI OE ccc eenecmnice . 
I a ka chases tenes cai Sena anes leila ie 
Systematic biology 


Subtotal, Oregon State College 


Reed College: 
Molecular bck Piebbnactdacass 
SL hiv abiahiatic Abie walbeamid 


Subtotal, Reed College..........--- 


University of Oregon: 
Anthropological and related sciences. 
Mathematical sciences... ...--- 
Molecular biology-...........-......... ; 
ee SE. 6a ema seweccmenuseancs okt aise satel va cdidiaecs ine ae hauls 
Regulatory biology 


Subtotal, University of Oregon 
Willamette University: Physics 


Total, State of Oregon 
PENNSYLVANIA 


Academy of Natural Sciences of Philadelphia: Systematic biology 
Alleghany College: Systematic biology 


Bryn Mawr College: 
Physics_- 
Psychobiology -- 
Regulatory biology 


Subtotal, Bryn Mawr College 
Uarnegie Institute of Technology: 
Chemistry 
Engineering sciences 
Psychobiology 


Subtotal, Carnegie Institute of Technology 


Children’s Hospital of Philadelphia: Molecular biology 

Duquesne University: Molecular biology 

Haverford College: Astronomy. 

Institute for Cancer Research and the Lankenau Hospital Research Institute: 
Molecular biology - -. aan 

Lafayette College: Earth sciences__-......-- slingiaar tin ajiadantiaeeentnc tee inoe ss 4 


Pennsy)vania State University: 
Chemistry 
RE ai nadia titi dra cntiundnsiuetddint died miabitibidactamdedghton ages 
Engineering sciences 
Psychobiology 


Subtotal, Pennsylvania State University 
Swarthmore College: Systematic biology _-...-...--- 
Temple University: 

Chemistry 


University of Pennsylvania: 
Astronomy 
Chemistry - ie kdue ed 
Developmental biology.....-- fads 
Mathematical sciences... 
Molecular biology .....-- f 
Physics. - ._. tr aided eines 
Regulatory biology -- Leg Sl L 
Systematic piology . - 


Subtotal, University of Pennsylvania---..........-.-- ; 
University of Pittsburgh: 


Astronomy. 
Molecular biology 


I re OE FR. sisi vada vidhasininceeasnscovesnens . 








Number of 
grants 








Amount 


3 | 858 


38 | 


iA 


a 
= 
S 


I 


an of 
iss 88 


i 


nf| 28Rs 
=| S835 


14, 900 
9, 000 
14. 500 
59, 600 
48, 500 
24, 300 
6, 500 
187. 390 


2. 000 
16, 500 


18, 500 





Number of} Amount 
grants 


PENNSYLVANIA—Continued 


Wilkes College: Developmental biology... Cddateeeedeitenevadsens ; ¥7, 400 
I NN cn cmadoner ened sisanenaoanan enincnn 5, 200 


ee 
RHODE ISLAND 
American Mathematical Society: Mathematical Sciences. -- - -- 


Brown ail 
Chemistry -- 
Physics -___- 
Psychobiology.. 
General _ ..-.- 


Subtotal, Brown University -_-- paitrutite eat ataiee 
University of Rhode Island: Systematic biology - pdiceucebenbesebuesseupeciodt 


Total, State of Rhode Island _---.-...-- hi ein lela 


SOUTH CAROLINA 


University of South Carolina: Chemistry 
Total, State of South Carolina 


SOUTH DAKOTA 


South Dakota School of Mines and Technology: Earth sciences. -.......-.------} | 875 
South Dakota State College: Genetic biology 17, 400 
University of South Dakota: Regulatory biology .........--.------------------ 3 5, 400 


Total, State of South Dakota 
TENNESSEE 


Vise University: Bayehobiology................................ . 
Meharry Medical College: Molecular biology....--.........---- 
Tusculum College: Systematic biology - - 


University of Tennessee: 
Chemistry - _ - — ee 7 ata ala 
Physics - . . vsisiwaniiasiliniaiaiae ~. | 19, 700 
Psychobiology oneness 2, 000 
Regulatory biology- ---- . 1, 000 
Systematic biology - ----- cata mane steinbe sat 6, 000 


Subtotal, University of Tennessee. --- En Ghisibpthideneln _ 8%, 600 


Vanderbilt University: 
Astronomy - xe | 12, 000 
Chemistry - . ‘ : c 12, 500 
Molecular biology - : 25, 500 
Physics_ 12, 800 
Regulatory biology -- c : 


Subtotal, Vanderbilt University 


Total, State of Tennessee - 





Rice Institute: Chemistry 


Southern Methodist University: 
Psychobiology 
Systematic biology 


Subtotal, Southern Methodist University 
Texas Agricultural and Mechanical Research Foundation: 


SV ROMNEINORE DRORUIEY 8 8. 6 oo oo wc en wnenccncee- | 
i RT 6 i ratickdabusatks scenweacescesdiincnesonwe ALAR onan 





Subtotal, Texas Agricultural and Mechanical Research Foundation , 16, 400 
Texas Southern University: Chemistry ; aiterinadaaaneicding iii 7, 900 
Trinity University: Regulatory biology --- eis ahaa 27, 200 








Number of} Amount 
grants 


University of Texas: 
Chemistry 
Environmental biology 
Physics era 
Systematic biology 


Subtotal, University of Texas 


Total, State of Texas 


Brigham Young University: Astronomy 


University of Utah: 
I Nit oes ng daha wnvddanevscbeamndeshdemniel cance h asad | 
Mathematical sciences 
Fe eee. cn wandeaceenondrobinmnattmade sda ak talk ine 
Psychobiology .......- Se a a deletes wakes de da eta aeeaenenaiee 
Regulatory biology 
Systematic biology 


Subtotal, University of Utah 
Total, State of Utah 
VERMONT 


University of Vermont and State Agricultural College: 
SEE oc. ndehuckthebdsckn cbdecechoncnddscasecucedecsgebnneen al tesieaesse 
J evelopmental biology 
Psychobiology 
Regulatory biology 


Total, State of Vermont 


VIRGINIA 
Virginia Polytechnic Institute: 
Genetic biology 
Mathematical sciences 
Molecular biology 


Subtotal, Virginia Polytechnic Institute. .............-................---- 





University of Virginia: 
Chemistry 
Physics - | 14, 600 
General - | 18, 000 


Subtotal, University of Virginia | 3 | 42, 300, 





Total, State of Virginia 
WASHINGTON 
State College of Washington: Psychobiology 


University of Washington: | 
Earth sciences... <depbatall ath ikenkuate dotindedhweatrarcda | 13,500 
Engineering sciences_- ; : 30, 900, 
Environmental biology .------- ; ; 9, 900 
Genetic biology : ; 13, 700 
Mathematical sciences. : ; 60, 000 
Molecular biclogy 10, 500: 
ao a ee | 11, 000 
Regulatory biology , 2 | 33, 250: 
Systematic biology icin domain della against 5, 900 


Subtotal, University of Washington : a 2 188, (50. 


Total, State of Washington sebinde ue odke > 195, 550. 


WISCONSIN 
Marquette University: 
Developmental biology... ------ 
Molecular biology - 
Physics__-- 


Subtotal, Marquette University - 





| Number of} Amount 
grants 


WISCONSIN—Ccontinued 


University of Wisconsin: 
Chemistry--.- ; 
Engineering sciences 
Genetic biology ; 
i doce cess cele eeelsccdesecewsesatcccccdacludccccceccceul 
Psychobiologv a 
Regulatory biology 


Subtotal, University of Wisconsin. .......-.-...........-..-.-....- SECExe! 


Total, State of Wisconsin f 2A2 


University of Wyoming: 
Engineering sciences ; Sian 7,000 
So a Cawadowcdecccudccudecoccs Misi et oreo en wales 6, 500 
Systematic biology 


Total, State of Wyoming 
DISTRICT OF COLUMBIA 
Carnegie Institution of Washington: Molecular biology - ---- 
Howard University: 
Chemistry _-- 
Genetic biology 


Subtotal, Howard University ___- 
National Academy of Sciences: Earth sciences 





Smithsonian Institution: 
Anthronological and related sciences 
Systematic biology 


Subtotal, Smithsonian Institution 
Total, District of Columbia 
Bernice P. Bishop Museum: 


Anthropology and related sciences 
I beta OP Ree ee oc nn as 2 suageunmeabareonunens 





Subtotal, Bernice P. Bishop Museum...............-.-... hakcesactbaidiitaepanedlias 
University of Hawaii: 
Earth sciences 
Environmental hiology 
Regulatory biology 
Systematic biology 
IT I sins csirininneniiasienbletgiiasiamsitatiaiaie 
Total, Hawaii 
University of Puerto Rico: 
Molecular biology 
Psychobiology-.......-- Mttetniiaacntoicsateecmmaadinnnncanpacnatt 
Total, Puerto Rico 
ARGENTINA 
Fundacion Miguel Lillo: Systematic biology 
I aie ai a oof 
CANADA 


McGill University: Psychobiology $ oan 16, 700 


Total, Canada ioielhd a 16, 700 


FRANCE 





Centre National de Transfusion Sangnine: Regulatory biology 9, 200 
Institut National D’Hygiene: Regulatory biology 4, 600 





I ethnic eae iia eianemainnnddbn mn dtbiemntin 2 | 13, 800 


—_xK< ES 





| 
| Number of | Amount 
grants 


8 Sa ae | sia 


$1, 800 
5, 100 


6, 900 


International Institute of Embryology: Developmental biology 
University of Groningen: Systematic biology 


| 
NETHERLANDS 
1 
1 
> 2 


Total, Netherlands__..........-- witha pieces aaa piiseg 


Mr. Tuomas. You gave some indication of your progress this morn- 
ing and stated that you were going to take, dollarwise, about 20 to 
25 percent or maybe 33.3 percent more than you were spending on 
this program this year. 

Is that a statement you want to stand by ? 

Dr. Waterman. Yes, sir. This would permit financing about 50 
percent of the value of meritorious applications that we estimate 
will come to us. 

Mr. Tuomas. They come to you, or you go to them? Which is it? 

Dr. Waterman. Fifty percent of the value of meritorious applica- 
tions that come to us. We depend upon people volunteering to us 
for what they would like to do. 

Mr. Tuomas. You do not go out and solicit a little business? 

Dr. WarermMan. No, sir. We depend on what applications come 
to us. 

Mr. Tuomas. In my business I have to go to my customers. You 
mean your customers come to you? 

Dr. WaTeRMAN. They do, sir. 

Mr. Tuomas. That is a nice business to be in, Doctor. 

It is almost $30 million this year, and you think at best you can 
hold that down to $40 million ? 

Dr. WarterMAN. If the incoming applications total about the same, 
that would be it ; yes, sir. 

Mr. Tuomas. Well, now, the subjects lend themselves to a break- 
down with biology and medical, and mathematical, physical, and engi- 
neering sciences. 

What has been the emphasis for the last 2 years in your research 
program ¢ 

Dr. WaTERMAN. It is divided equally between the life science field 
and the mathematical, physical, and engineering sciences field. 

Mr. Tuomas. The hole field has been pretty well covered so far 
as titles are concerned and divisions ? 

Dr. WATERMAN. Yes. 

Mr. THomas. Are you slighting any field? 

Dr. WaterMAN. I think we are covering them fairly thoroughly. 
One of our attempts is to make a thoroughly comprehensive program. 
As long as we receive the applications from across the board, and 
take the meritorious ones, we achieve just about what the scientists 
feel are the most important fields to make progress in. 


REVIEW OF RESEARCH PROPOSALS 


Mr. Tuomas. How did you arrive at this program? Please spell 
that out for us right now. 


88278—57—pt. 2——-31 
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Dr. WatERMAN. We take the applications we receive and after 
reviewing them—— 

Mr. Tuomas. Who is “we”? 

Dr. WateRMAN. The National Science Foundation. 

Mr. Tuomas. What part does your Board play in this? 

Dr. WaArtErMAN. The final step of approval of the recommenda- 
tions made by me and my staff. 

Mr. Tuomas. You and your staff receive these applications and 
refine them down the best you can and sift them out and then? 

Dr. Waterman. And then recommend them to the Board for ap- 
proval—the selected list. In the process we submit them to individual 
reviewers in the same field of science, to advisory panels of expert 
scientists in the broader field and then finally 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Dr. Waterman. The Board has committees that correspond to 
our divisions in the life sciences, in the mathematical, physical, and 
engineering sciences and in scientific personnel and education. When- 
ever these details need to be gone over more thoroughly by the Board, 
these committees are used. 

Mr. Tuomas. Who decides when the details need to be gone over? 
Is that done by the Board or by your staff? 

Dr. Waterman. It is done in consultation between me and the 
Board. 

Mr. THomas. Go ahead. 

Dr. WATERMAN. The chairman of the Board might like to speak 
to this subject. 

Dr. Bronx. Off the record. 

(Discussion off the record) 

Dr. Bronx. I think it is entirely proper to say that the Board has 
had a strong realization of its responsibilities for the operations of 
the Foundation and that the work of the Foundation shall satisfy 
what we consider to be the needs of the country. 

Dr. Waterman. I submit to the Board each proposal listed with 
its amount and a discussion of what it serves. 

Mr. Tromas. How often does your Board meet ? 

Dr. Waterman. About seven times a year, Mr. Chairman, and 
the agenda contains a list of proposals with full material about each. 
So, they have a chance to look this whole matter over. 

Mr. Tuomas. In advance of the meeting? 

Dr. Waterman. Yes, sir. The Board committees can take a further 
look if the Board chooses. 

Dr. Bronx. I think there is this to be said about how the projects 
come to the Foundation: Dr. Waterman has very appropriately said 
that the Foundation accepts proposals from customers, as you put it, 
but the Foundation has this unique status in the life of the country: 
The people who do the work of science are obviously the scientists 
and engineers of the country. The people who screen the applications 
are the scientists of the country. So, the originator and the reviewer 
of the proposals are both scientists. They are not the same indi- 
viduals, but the programs differ, and are being continually developed 
by the scientists of the country. So, if for instance we have a group 
of chemists who are scrutinizing the applications that come to the 
Foundation to advise the Board, it is that same body of chemists who 
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are stimulating interest in various lines of chemical research and 
are suggesting to the Board that funds be provided for this kind 
of wotke So, you havéa Very intimate partnership between the people 
who originate the projects and the people who do the work. 

Do you agree with that in the case of chemistry ? 

Dr. Apams. Yes, sir. 


NUMBER OF RESEARCH GRANT APPLICATIONS REJECTED 


Mr. Evins. How many grants were denied or rejected by the Board 
in comparison to the number of applications filed? Did you approve 
them all, or how many did you turn down? 

Dr. Waterman. We could take only, of course, the number that 
we have funds for, and this last year the amount was 25 percent of 
the funds requested. 

Mr. Tomas. You turned down three-fourths of them: is that it? 

Dr. WATERMAN. Yes, sir. 

Mr. Osrerrac. That is, your Board turned down three-fourths of 
them, if I understand correctly, which the Foundation as a whole 
could not do ¢ 

Dr. WATERMAN. Yes. 

Dr. Bronk. Including the screening panels. 

Mr. Evins. How much does that amount to in dollars and cents # 

Dr. Warerman. About three times the money we had in fiscal year 
1956, which would be about $37.6 million. We turned down all but 
the $9.5 million which we had to award in grants. 

Mr. Jonas. Did you turn down any for reasons other than lack 
of funds? 

Dr. WarermMan. Oh, yes. 

Mr. Jonas. How many? What portion of those turned down in- 
volved projects which you did not think were meritorious ? 

Dr. Warerman. About 25 percent. 

Mr. Jonas. 25 percent of the three-fourths that you turned down, 
or nearly one-third of those you turned down, were because of lack of 
merit / 

Dr. Warerman. About one-fourth; yes, sir. 

Mr. ‘THomas. At this point in the record we will insert pages 54, 55, 
and 56 of the justifications. 

(The pages referred to follow :) 

The following table indicates that as the result the Foundation has signifi- 
cantly underestimated its basic research preposals workload for the past several 
years. 


ze | Dollar value | Percent in- 
Fiscal year of proposal crease Over 
| receipts | initial 
estimate 
i 
1955: 
Estimate in fiseal year 1955 budget $16, 000, O00 
Revised estimate in fiscal year 1956 budget ia ase 22, 000, 000 
Actual receipts, fiscal year 1955_. -- sone Caine 24, 828, 000 | 
1956: 
Estimate in fiscal year 1956 budget Lit 25. 000, 000 
Revised estimate in fiscal year 1957 budget Sikides ; 30, 000, 000 
Actual receipts, fiscal year 1956 thst aaa “ 56, 280, OOO | 
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2. In relating new proposals and proposals carried over from preceding years 
to meritorious proposals considered for support in fiscal years 1957 and 1958 
(line D of the table “Comparison of meritorious proposals considered compared 
with obligations for grants”), three factors were considered : 

(a) From experience, about 20 to 25 percent of new proposal receipts will 
be received too late in the year to be considered, and are carried forward to the 
succeeding year for evaluation (line B—2 of the table) ; 

(b) Of the balance of new proposals about 75 percent, based upon experience, 
will be scientifically meritorious and worthy of support consideration; and 

(c) In considering proposals carried over from preceding years, evaluated 
proposals (line A-1 of the table) are considered 100 percent meritorious, having 
been screened during the preceding year and not supported because of lack of 
funds. Unevaluated proposals (line A-2 of the table), are, as new proposals 
received during the year, considered in the light of experience to contain about 
75 percent which will be scientifically meritorious and worthy of support. 

The request for increased funds in fiscal year 1958 for support of basic research 
is premised upon the fact that, as pointed out above, talent is available for-basic 
research activity, and that this availability is evidenced by the continuing in- 
crease in the number of basic research proposals submitted to the Foundation 
for support consideration. Furthermore, these proposals are to a greater and 
greater degree being received from the Nation’s foremost research scientists, as 
the Foundation becomes increasingly recognized as the Federal agency with 
primary responsibility for support of basic research. If funds are not available 
to provide support by these highly competent scientists, not only will our poten- 
tial for increasing fundamental scientific knowledge be reduced, but many of 
these scientists may be tempted to transfer their aptitudes to the more sub- 
stantially financed areas of applied research and development. 

The amount of $29,666,000 requested for fiscal year 1958, which represents a 
dollar increase of $13.3 million above available fiscal year 1957 funds, will con- 
tribute significantly toward meeting the national need for additional basic 
research by enabling the Foundation to support nearly 50 percent of the scientif- 
ically meritorious proposals anticipated to be considered for support in that year. 


EVALUATION OF BASIC RESEARCH PROGRAM 


The Foundation’s program for support of basic research projects has been con- 
ducted for a period of only 5 years. As indicated previously, the results of basic 
research cannot be completely evaluated until years after the research has been 
completed, since rarely does one individual research project lead directly to sig- 
nificant practical application. Instead, as one item of knowledge is added to 
another, patterns emerge and practical application of a series of discoveries 
is made. Nevertheless, an evaluative process is performed with each individual 
research proposal. This evaluation process divides itself into two parts: (1) a 
preselection evaluation; and (2) an evaluation by the scientific community after 
the research has been completed. 

Preselection evaluation.—As indicated previously in this section, the number 
of proposals supported represents but a small portion of the total number of 
proposals received and considered for support. In order to select the meri- 
torious proposals which are considered for financial support the Foundation 
has devised, and practices, a stringent evaluative process by which each indi- 
vidual proposal (which has been screened by the academic institution from 
which it emanates) is reviewed and rated by scientific consultants and advisory 
panels as well as by professional staff of the Foundation. Only the most worthy 
proposals (about 75 percent of the total) are considered for financial support. 

Post research evaluation.—Once a research grant is made, the scientist is 
given maximum latitude in proceeding with the research. The Foundation does 
not attempt to exercise control or direction over the scientist who is performing 
the research. Nonetheless, as the research progresses, it is subject to certain 
evaluation processes. For example, the scientist endeavors to publish the results 
of his research in the appropriate scientific journals. By and large, space in 
scientific journals is at a premium and only those papers which appear to have 
significance to the scientific community are accepted for publication. The qual- 
ity of the research performed by Foundation grantees is indicated by the fact 
that through fiscal year 1956 well over 1,000 papers of the results of Foundation- 
supported research were found in the various scientific journals. 

At the end of a research project, and annually for projects which cover more 
than a year, NSF grantees submit reports of their research to the Foundation. 
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Progress made under previous grants is considered by the panels of scientific 
consultants when the research scientist in question submit a request for further 
support. This also serves as an important step in the evaluation process and 
helps to insure that the Foundation funds are expended wisely. 


Mr. Tuomas. It might be well to point out this table on page 54, 
This language is used : 


In relating new proposals and proposals carried over from preceding years 
to meritorious proposals considered for support in fiscal years 1957 and 1958 
(line D of the table, “Comparison of meritorious proposals considered compared 
with obligations for grants”), three factors were considered * * * 


Then you break it down and show us more or less a yardstick as to 
what they used. 


GRANTS FoR Support oF Researcu FAciuiries 


Mr. Tuomas. At this point in the record we will insert the table 
which appears on page 70 of the justifications on research facilities. 
(The page referred to follows :) 


Summary of obligations 
| | | 
| Increase (+) 
| Actual, | Estimated, | Estimated, | or de- 
fiscal year | fiscal year fiscal year crease (—), 
1956 1957 1958 | 1958 over 
| "1957 


Biological and medical sciences: Biological | 
BNE BD od pilin actsdvecemmecedieess 7 $125, 000 $750, 000 $1, 250, 000 | +$500, 000 


Mathematical, physical, and engineering sci- 
enees: 
Radio astronomy observatory --..---.-.----- 147, 500 1, 130, 000 — 2, 870, 000 
Optical astronomry observatary-_.----.-..-— 3, 100, 000 +2, 555, 000 
PO. FO. Ll nh dé danaecal 800, 000 +800, 000 
University nuclear research facilities _-. - -.- 4, 150, 000 +3, 650, 000 
University comrputing facilities__.-- 1, 500, 000 +1, 500, 000 
Oceanographic research vessels (design 
75, 000 +75, 000 


——_—_—— ———$_$ ey 
NINES 0 <0cddbe<sceeabis a 397, 500 5,045,000 | 10,755, 000 +5, 710, 000 





enti, 23. wisn ties duce wilh tall 525,500} 5,795,000 | 12, 005, 000 | +6, 210, 000 


Eee 





Mr. Tuomas. This is the research facilities program. 


PROGRAM STATEMENT 


Put pages 71, 72, 73, and 74 into the record at this point. 
(The pages referred to follow :) 


2. (b) Grants For Support oF RESEARCH FACILITIES 
PURPOSE AND OBJECTIVES OF PROGRAM 


Purpose.—The Foundation presented to Congress in its fiscal year 1957 budget, 
a new and separate program for support of basic scientific research facilities. 
The purpose of the program is to provide financial support to universities and 
other nonprofit research organizations for major items of research facilities and 
equipment and for related operating costs in those specific research areas where 
the lack or scarcity of adequate equipment handicaps the conduct of effective 
basic research. 

Objectives.—Support for basic research facilities and equipment by the 
Foundation is directed toward the following objectives: 

1. Improvement of the extent and quality of basic research in those areas 
where progress is dependent upon access to specialized or scarce and costly 
facilities not otherwise available ; 
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2. Achievement of a sound geographic distribution of research by providing 
necessary research installations and equipment in regions where such items are 
scarce or unavailable; and, 

8. Increasing the competence of scientific personnel by providing them oppor- 
tunities for receiving training in the use of advanced or highly specialized 
scientific equipment. 


IMPORTANCE OF FACILITIES FOR CONDUCT OF BASIC RESEARCH 


The ever-increashing demand from military and industrial sources for the 
products of scientific enterprise has not only intensified the complexities of de- 
termining an adequate level for the national effort in basic research, but has 
also made the need for modern basic research facilities more urgent. 

The conception that a scientist engaged in basic research requires only his 
brain and simple homemade equipment is now erroneous as a generalization. 
Without doubt, the speculative capacity of the individual research scientist re- 
mains and will continue to be the most powerful and fundamental instrument 
of research. However, many of the more spectcular advances of science in recent 
years have been made possible by the availability of complicated, large-scale 
equipment, unknown in decades past. As the frontiers of science are attacked, 
and we probe deeper into the unknown, basic findings will become increasingly 
dependent upon powerful, complex, specialized types of research equipment, and 
it is likely that the entire future progress of research will depend to a great 
extent upon an increasing ratio of research tools to scientific manpower. Pro- 
duction of necessary particles for research in nuclear physics, for example, is 
dependent upon equipment such as the nuclear accelerator and the nuclear re- 
actor, both elaborate devices. Acceleration of progress in many scientific and 
engineering fields through application of the electronic computer to the solution 
of complicated and extended problems requiring weeks, months, or years with 
mechanical calculators, will depend upon the availability of computers of high 
speed and large memory capacity. Furthering of research on the nature and 
characteristics of the universe requires highly specialized astronomical equip- 
ment in locations favorable for such studies. In addition, the forwarding of 
research on the nature of life itself—the province of biology—requires modern 
laboratory equipment such as electron miscroscopes which can make visible 
cellular arrangements and viruses not observable through conventional optical 
microscopes. In all of these areas, and in other areas which may emerge, the 
national interest requires that adequate means be available for assisting scien- 
tists to perform research to the limits of their ability. 

As these tools of research have become more complex and effective, their 
cost has materially increased. Consequently, our educational institutions, whose 
relative income has not increased in proportion to the rise in research Costs, 
are in most instances no longer able to supply the equipment and facilities re- 
quired for advanced research. The resultant lack of modern facilities and 
equipment hinders the advance of scientific knowledge in two ways: first, 
opportunities for significant basic research in certain areas are restricted; and 
second, the possibilities for training scientists capable of utilizing advanced 
equipment are minimized. 

Non-Government sources of funds for research equipment have been diminish- 
ing as present levels of taxation for national security have reduced the likelihood 
of substantial gifts from individuals, and as private foundations have tended 
since World War II to provide funds for project grants rather than large amounts 
which could be used for facilities construction, such as the 1940 grant of $1,- 
150,000 by the Rockefeller Foundation to the University of California for an 
184-inch cyclotron. Furthermore, financing from industrial sources would have 
serious shortcomings, as facilities constructed with industrial assistance have 
been primarily used for applied research and developmental work of interest 
to the supporting industry, rather than for basic research use. Therefore, 
if the Federal Government is to encourage and promote basic research as ex- 
pressed in the National Science Foundation Act of 1950 and Executive Order 
10521, it must provide funds for the construction of research facilities and the 
procurement of major items of equipment in those areas where support from 
other sources is lacking. 


DETERMINATION OF AREAS OF GREATEST FACILITIES NEED 


During the last year the Foundation began, and is continuing, study of major 
criteria and policies which should be followed with respect to support of research 
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facilities and equipment. In certain areas, however, the critical nature of 
research equipment needs is such that the program should not be deferred. This 
is particularly true of areas such as astronomy, where there is no apparent direct 
linkage: between basic research and application to military or industrial use. 

The relative urgency and merit of each proposal received by the Foundation 
for construction of a research installation, for procurement of a major item 
of equipment, or for assistance in operating research laboratory facilities has 
been intensively reviewed by panels of distinguished scientists in the particular 
scientific discipline concerned. The panels of scientists provide the competence 
to judge the relative urgency of facility installation construction, equipment 
procurement, or laboratory support as compared to support of research investi- 
gators within particular disciplines. 

However, the broader questions of national program balance and relative needs 
are not confined to a single Federal agency. The Foundation is aware that other 
agencies are engaged in support of high-speed computers, nuclear reactors, and 
nuclear accelerators, for example. In consequence, informal interagency contact 
and collaboration have been emphasized in order to assure that equipment and 
facilities the Foundation proposes to support are coordinated with the programs 
or interests of other Federal agencies. 


FOUNDATION POLICY FOR FACILITIES SUPPORT 





































Prior to submission of the fiscal year 1957 budget estimate, which included 
funds for research facilities, the Foundation examined its own position and the 
previous position of the Federal Government regarding support of research in- 
stallations and equipment and evolved a policy involving three main principles: 

1. The Federal Government should provide funds for the construction or 
procurement of facilities and equipment for basic scientific research when the 
need is urgent, when it is clearly in the national interest, when the technical 
merits are unquestioned, and when necessary funds are not available and cannot 
feasibly be stimulated from non-Federal sources ; 

2. Federal support to facilities should generally be conditioned upon reasonable 
nnancial participation by the institution or other activities concerned, but with 
the degree of such participation resting upon negotiated and mutuallly satisfactory 
arrangements ; and 

3. In supporting large-scale facilities the Federal Government should encourage 
the institutions involved to find maintenance support from other sources to the 
greatest extent possible. 

These major policy considerations have emerged in the light of experience by 
Federal agencies in providing research facilities and major items of equipment 
to universities or research centers in the past 10 years. Insofar as Federal 
support of such research assistance is concerned, ample precedent exists with 
respect to activities of the Atomic Energy Commission, the National Institutes 
of Health, and agencies of the Department of Defense in providing facilities and 
equipment. However, these facilities have been primarily related to applied 
research and development or to basic research directly related to the mission of 
the supporting agency. Foundation emphasis will continue to be given to those 
research facilities which are directed toward general basic research use. 


FACILITIES SUPPORT PROPOSED IN FISCAL YEAR 1958 





The following types of installations, major instruments, and equipment are 
proposed for partial support in fiscal year 1958 to the extent indicated below: 


Type or special facility and amount requested, fiscal year 1958 








Biological and medieal sciences: 


Biological field stations and 


ney ler cits ian cate oa a Shenae np aig pee ke $1, 250, 000 
Mathematical, physical, and engineering sciences : 
Radio astronomy observatory... esti 1, 130, 000 
Optical astronomy observatory..___......L_...--.-..-_____--_- 3, 100, 000 
po ere pbb athsk ieiitie de etlcal OE IE cece eceencen 800, 000 
University nuclear research facilities_.......-.......-..-_____ 4, 150, 000 
University commuting factiivies.....2520'4.732) 2h SS 1, 500, 000 


Oceanographic research vessels (design studies) 


Rhy FORE SORE Scand > cohevnunel Amel tihncnn:ctiehadacssaeies 
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Mr. Tuomas. This is your facilities money and this language is 
worth repeating : 

The Foundation presented to Congress in its fiscal year 1957 budget, a new 
and separate program for support of basic scientific research facilities. The 
purpose of the program is to provide financial support to universities and other 
nonprofit research organizations for major items of research facilities and equip- 
ment and for related operating costs in those specific research areas where the 
lack of scarcity of adequate equipment handicaps the conduct of effective basic 
research. 

Then, you break your objective down a little bit further, but 
basically that is your principle. 

Dr. Waterman. The matter of facilities support and operating 
funds comes at the bottom of page 73, Mr. Chairman, and the top 
of the next page where the Foundation policy is spelled out. 

Mr. Tuomas. I want to read another paragraph that is worth repeti- 
tion, which appears at the bottom of page 72 of the justifications: 

Non-Government sources of funds for research equipment have been diminish- 
ing as present levels of taxation for national security have reduced the likelihood 
of substantial gifts from individuals, and as private foundations have tended 
since World War II to provide funds for project grants rather than large amounts 
which could be used for facilities construction, such as the 1940 grant of $1,150,- 
000 by the Rockefeller Foundation to the University of California for an 184-inch 
cyclotron. Furthermore, financing from industrial sources would have serious 
shortcomings, as facilities constructed with industrial assistance have been 
primarily used for applied research and developmental work of interest to the 
supporting industry, rather than for basic research use. Therefore, if the 
Federal Government is to encourage and promote basic research as expressed 
in the National Science Foundation Act of 1950 and Executive Order 10521, it 
must provide funds for the construction of research facilities and the procure- 
ment of major items of equipment in those areas where support from other 
sources is lacking. 

You did not go so far in that last statement as you have in 2 or 3 
other places where you talk about administrative expense. 

This is all very, very interesting reading, and I wore out two 
pencils underlining a lot of this. I noted your facilities support pro- 
posed in fiscal year 1958. 


BIOLOGICAL RESEARCH FACILITIES 


Let us look at this table on the bottom of page 74. I note you have 
your biological field stations and research laboratories in for the 
amount of $1,250,000. I have a question mark here. 

Who pays for the support and maintenance of these facilities? 

Dr. WaTEeRMAN. This comes under the general policy of the Board, 
and where it is in any way possible we would expect the institutions to 
provide maintenance funds. This depends on the field of study. 

ae Tomas. That begs the question: Who is going to support 
them ¢ 

Dr. Bronx. I can answer your question, Mr. Chairman, with regard 
to the Biological and Medical Sciences and support of biological field 
stations, and research laboratories. 

You take, for instance, the Marine Biological Laboratory and others 
to which we referred this morning. 

Mr. Tuomas. It is one of the best. 

Dr. Bronx. That is supported in small part by income from an 
endowment which was provided from private sources such as the 
Rockefeller Foundation and the Carnegie Corp. but more particularly 
by contributions from over 100 universities. In other words, they 
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have a room in the laboratory—many of them—and for this that con- 
tribution is—I have forgotten whether it is $400 or $500. 

Mr. Tuomas. Doctor, let me interrupt you a half minute. Let me 
put pages 76 through 80 of the justifications into the record. 

(The pages referred to follow :) 


2 (b)-—1. BrotogicaL RESEARCH FACILITIES 


Estimate, fiscal year 1958, $1,250,000. 


Purpose of fiscal year 1958 estimate 


The amount of $1,250,000 will permit the Foundation to provide limited 
financial assistance to field stations and specialized laboratories in the biological 
sciences which urgently need funds for operating support, or rehabilitation and 
modernization of physical plant and equipment. 


A. FIELD STATIONS FOR BIOLOGICAL RESEARCH 


Importance of biological field stations 


Research at academic institutions in the biological sciences operates under 
definite handicaps because, generally speaking, colleges and universities are 
located in urban and suburban areas where the immediate surroundings may 
not provide source materials for biological studies, Consequently, universities 
and colleges have established biological field stations in relatively remote loca- 
tions where the natural environment provides conditions favorable for biological 
research. Some of these conditions are the ready availability of living source 
material for laboratory studies, the presence of unique flora and fauna, and the 
existence of particular environmental conditions such as may be found in the 
Arctic, desert, high altitude, marine, terrestrial, or fresh water habitats. At 
the present time there are 47 such stations of varying size, quality of equipment, 
and accomodations for staff, located in United States owned areas of North 
America. Four additional stations owned by United States institutions are 
found at Atlantic or Pacific Island sites, or in the Panama Canal Zone. 

In addition to their importance for conduct of research per se, biological field 
stations have a significant value for: 

1. Training of younger scientists under the direction of mature and experienced 
biologists ; and, 

2. Providing a means whereby faculty members of colleges and universities 
ean not only carry on research during the summer months, but also secure the 
stimulation of interests to be gained from close association with other active 
research biologists. 


Present status of financial support 


Most of these stations are directly affiliated with and receive support from 
parent and contributing institutions, but some are independent nonprofit organi- 
zations run by scientists and supported entirely by gifts and research grants. 
By and large these sources of support are no longer adequate. Increased income 
tax rates have severely altered the giving habits of wealthy individuals; costs 
of operating parent institutions have risen so rapidly that funds from these 
institutions are greatly diminished ; and interest from endowments where dollar 
value has remained static has not produced funds to cover increased costs of 
operations. The situation is such that of the 45-50 American biological stations, 
very few are functioning under conditions that could be termed better than 
austere. The situation is so serious that within the past 2 years 2 university- 
supported field laboratories have become inactive because of insufficient funds. 

Federal support for biological field facilities has been extremely limited in 
previous years. The Navy Department and the Air Force have provided limited 
support to the Arctic Laboratory at Point Barrow, Alaska, and the Smithsonian 
Institution has assisted the Barro Colorado, C. Z., station to a small degree. 
Other Federal agencies, such as the Public Health Service and the Fish and 
Wildlife Service, have operated and supported biological field research stations, 
but these have been in connection with mission-related research, and have not 
been generally available for use by university scientists. 

With the exceptions noted above, the Foundation has been the only Federal 
agency from which the biological field research stations could obtain partial 
assistance for general operating support, for renovation and repair, and for 
modernization of physical plant and equipment. However, the Foundation has 
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been able to provide only limited assistance prior to 1956, and will provide a 
moderate level of support in 1957. 


Specific needs of biological field stations 


As a result of the difficulties in securing funds described above, necessary 
repairs have been postponed ; research equipment has become obsolete and inade- 
quate; larger stations are acutely short of laboratory and housing space for 
students and independent investigators ; field equipment, boats, etc., are becoming 
obsolete and need replacement; station libraries have fallen far behind in the 
acquisition of up-to-date reference and study material. The consequence has 
been an inhibition of research and training programs. 

One further factor has been considered in requesting funds in fiscal year 1958 
for assistance to biological field stations. Lack of funds and tradition have 
dictated that the biological stations follow the practice of operating during 
summer and other vacation periods. The locations of many biological field sta- 
tions lend themselves readily to year-round activity and many of the larger 
stations would prefer to operate throughout the year. However, there is little 
likelihood that they can be converted to such purposes without some Federal 
financial assistance. Because basic biological research paves the way for subse- 
quent discoveries, particularly in the health and agricultural sciences, the Nation 
would profit greatly if biological field stations in selected areas were renovated 
and improved to the point where year-round operations for research and training 
were feasible. 

It is conservatively estimated that in order to provide for the renovation and 
expansion of physical plant, research equipment, and assistance with operating 
costs nevessary to enable these stations to operate at an increased level of 
effectiveness, a minimum total of approximately $10 million would be required 
over the next several years. In the light of financial circumstances previously 
discussed, it is expected that during this period the Foundation will be requested 
to provide support for approximately three-quarters of this amount, or about 
$8 million. It is not proposed at this.time that the Foundation participate to this 
degree in the support of biological field stations. However, if we are to exer- 
cise our responsibilities for initiating and supporting basic research we will be 
required to continue for some years to request funds in our annual budget esti- 
mate for this purpose. 


B. INDEPENDENT LABORATORIES FOR BIOLOGICAL RESEARCH 


Basic research in the United States is traditionally conducted in universities 
and colleges. However, the independent nonprofit, general purpose biological 
and medical research laboratory or institute has contributed much to our basic 
research effort. This is the type of nonprofit research institution which is finan- 
cially and organizationally independent (not administered or financed as a part 
of a larger organization), which is not committed to a narrow specific purpose 
(e. g., such as cancer research) and which is essentially devoted to conduct of 
basic research in biological and/or medical research. 

The background reasons for the initial establishment of such institutes are 
quite varied. Of greater pertinence is the fact that they can successfully pro- 
vide places where important fundamental research can be done. Not all research 
scientists like to teach or are able to do so, and to many scientiests the adminis- 
trative or “committee” work required in the college or university situation is 
distracting. Such individuals find the “independent” laboratory, where the only 
required activity is research of high quality, a more desirable location for car- 
rying on the research in which they are interested. 

In addition to providing the means whereby research can be carried on by 
those creative scientists who do not like to teach or do not teach well except at a 
postgraduate level, such laboratories also provide for a large amount of informal 
“teaching” of the highest quality, in the sense that many young postdoctoral 
scientists receive further training there. 


Number of independent general purpose laboratories 


The total present number of such institutions cannot be stated with exactitude 
because it is most difficult to categorize them according to precise definitions. 
Certainly, there are no more than 10 to 20 such laboratories, depending on the 
inclusiveness of the definition used, which employ 10 or more professional per- 
sons. Among such laboratories are the following: 

Worcester Foundation for Experimental Biology 
Southwest Foundation for Research and Education 








Institutum Divi Thomae 

Boyce Thompson Institute 

Muscle Research Foundation 

Waldemar Research Foundation 

Jackson Memorial Laboratory 

This list is not intended to be in¢lusive but, rather, to be illustrative of the 

varieties of such laboratories, which differ considerably in their relative degree 
of specilization. The Worcester Foundation laboratories, referred to later in 
this section, cover many areas of experimental biology. ‘The Boyce Thompson 
Institute (Yonkers, N. Y.) restricts itself largely to work on plants and on mat- 
ters related to them and so is, in a sense, specialized, as is the Jackson Memorial 
Laboratory, which is devoted almost exclusively to research in genetics. 


Financial needs of independent research laboratories 


Generally speaking, most of the independent nonprofit biological laboratories 
derive support from varied sources on a catch-as-catch-can basis. Only oeca- 
sionally has a single donor provided funds needed for the complete establish- 
ment of an operating institute, with funds available for construction, equip- 
ment, staffing, operating, and maintenance. Even in these unique cases, how- 
ever, the available endowment is often no longer sufficient to provide more than 
the income necessary to meet minimum needs. Aside from this rare type of 
support, the other independent institutions have little or no endowments or other 
steady sources of income. The financial status of the Worcester Foundation 
for Experimental Biology illustrates the precarious financial condition of inde- 
pendent laboratories. Even though the Worcester Foundation has a worldwide 
reputation for the quality of its research and for the magnitude of its scientific 
contribution, it still depends on short-term grants and contracts for more than 
three-quarters of its financial support. It operates on a day-to-day basis with 
only sufficient support to pay minimum staffing, operational, and maintenance 
costs. Rarely is it in a position to provide for much needed expansion and 
renovation. 


Other potential areas for specialized laboratory facilities 
The foregoing relates to existing laboratories which specialize in specific 


areas of research. In addition, there is need for other types of specialization. 
For example, the problem of aging is one which requires a great amount of 
biological research if we are ever to understand the physiological processes 
which are involved. Since the problems related to aging are becoming more 
acute in our society today, due to the increased life span and the increasing 
percentage of our population which consists of older people, it is believed by 
many that a concentrated effort should be made to understand the fundamental 
principles involved in the aging process. To accomplish this it has been sug- 
gested that a special laboratory be established which would be devoted entirely 
to study in this area and in fact the foundation has received a request for its 
support. Such a laboratory would have modern animal breeding and main- 
tenance facilities. It would have a staff consisting of research geneticists, 
embryologists, physiologists, physiological psychologists, biochemists, and bio- 
physicists. At the present time there are no known nongovernmental sources 
of funds for such a facility. 


Relation of estimate to total needs 


The sum total of the requirements of the above area would probably amount 
to many millions of dollars. Although a large increase is not being requested 
at this time it is hoped, that with the sum of approximately $1,250,000 we will be 
able in 1958 to provide partial support to the biological laboratories which 
appear to be most in need and at the same time gain valuable experience in the 
distribution of funds in an area which will be increasingly important in fu- 
ture years. It is clear that the amount of money requested can be spent very 
effectively to ensure the continued operation of highly needed biological facilities. 


Mr. Tomas. How many stations do you have? 

Dr. Waterman. 47. 

Mr. Tuomas. That is the total in the country ? 

Dr. WarrrmMan. Yes, sir. 

Mr. THomas. How many outside? You have four additional ones 
outside the United States; is that right? 
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Dr. WatTerMAN. Yes, sir. 

Mr. Tuomas. You have stations in the Atlantic and the Pacific 
Islands, or in the Panama Canal? 

Dr. Waterman. Yes, sir; that is right. 

Mr. Tuomas. I believe the Smithsonian Institution has two of those 
stations. 

Dr. Bronx. They have 1 down at Barro Colorado Island, and 1 out 
in California. 

Mr. Tuomas. What conflict or overlapping is there? Is there any 
conflict? Why should not you people take them over ? 

Dr. Waterman. We have talked to them about the Barro Colorado 
project, and Dr. Wilson can say whether we have any interest in that 
one. 

Dr. Wiutson. We have never considered taking Barro Colorado over 
because it is under the good management of Smithsonian. We are 
just supporting certain kinds of needs in conjunction with on-going 
programs. 

Mr. Tuomas. I beg your pardon ? 

Dr. Wuson. We are supporting certain activities in conjunction 
with the Smithsonian at Barro Colorado. For example, if a scientist 
wishes to go down to Barro Colorado, we might make him a grant and 
he would go down there to work. Also, we have made a direct grant 
to the Smithsonian for the renovation of a building on the island, but 
not for continuous management. 

Dr. Waterman. That is in keeping with our general policy of wish- 
ing to have management taken care of by other agencies. 

Mr. Tuomas. Reading further, it states: 

Federal support for biological field facilities has been extremely limited in 
privous years. The Navy Department and the Air Force have provided limited 
support to the Arctic Laboratory at Point Barrow, Alaska, and the Smithsonian 
Institution has assisted the Barro, Colo., Canal Zone, station, to a small de- 
gree. Other Federal agencies, such as the Public Health Service and the Fish 
and Wildlife Service have operated and supported biological field research 
stations, but these have been in connection with mission-related research and 
have not been generally available for use by university scientists. 

With the exceptions noted above, the Foundation has been the only Federal 
agency from which the biological field research stations could obtain partial 
assistance for general operating support, for renovation and repair, and for 
moderation of physical plant and equipment. 

Now, you are talking about operating support. A while ago we 
built and established them, and now you are talking about operating 
support. 

Is that going to be the policy, the definite, clear-cut policy ? 

Dr. WaterMAN. In the case of the biological field stations, many 
of them find that this is exactly what they need. We are not doing 
this for universities. 

Mr. Tuomas. We are talking about field stations. 

Dr. Waterman. It is largely for renovation and repair and what- 
ever is necessary to bring them up to modern conditions for plant and 
equipment. Here we are dealing with a special class of station and 
we want to be sure that we make them effective, but we are providing 
funds which seem to be necessary for the individual field station. 

Dr. Wilson could calk further to this point. This is his field. 

Dr. Wurson. I think the main point that should be made is that, 
in general, this is a matter of participating support. We are not 
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supporting in toto, the operation expense of any field station. It is 
a ee support matter. 

r.. Tuomas. It has been our experience that once the Federal 
Government gets into a program where it is a partnership with edu- 
cational institutions of the States, it is just a question of time until 
the partnership is finally dissolved and as far as the payment of the 
com is concerned, the Federal Government. picks up the tab for all 
of it. 

Dr. Gross. Mr, Chairman, I might comment on that. I think the 
word “operating” here is used in a somewhat different sense than 
was used earlier. As I understand this, they had very severe hur- 
ricane damage, and this meant a considerable drain on their operat- 
ing budget if they were to do any replacing and the partial hely that 
Dr. Wilson is talking about. is for this kind of assistance to the 
stations. 

Mr. TxHomas. Yes. 

Dr. Gross. This does not go into what you might call the routine 
annual operating budget in any substantial measure, is that right? 

Dr. WarerMAN. This is uot permanent aid, in other words. This 
is a one-shot job. 

RADIO ASTRONOMY OBSERVATORY 


Mr. Tomas. Let us go over now into the “radio astronomy ob- 
servatory.” 

At this point in the record we shall insert pages 81, 82, and 83 cov- 
ering the radio observatory. We will also insert those pages at this 

int. 

(The pages referred to follow :) 


2 (b)-2. Rapio ASTRONOMY OBSERVATORY 
Estimate, fiscal year 1958, $1,130,000. 
PURPOSE OF FISCAL YEAR 1958 ESTIMATE 


Funds were included in the 1957 Independent Offices Appropriation Act (Public 
Law 623, 84th Cong.) for a radio astronomy observatory for use by the radio 
astronomers of this country. Four million dollars will be obligated in fiscal year 
1957 which will permit the establishment of an operating observatory centered 
about a 140-foot radio telescope. 

The additional amount of $1,130,000 requested in fiscal year 1958 is for the 
acquisition of auxiliary equipment and construction of additional buildings and 
instruments to enable the observatory to operate at a higher level of effectiveness. 


STUDIES OF RADIO ASTRONOMY OBSERVATORY 


During 1954 the National Science Foundation supported a conference group of 
prominent astronomers, physicists, and engineers to explore the general status of 
the science of radio astronomy in the United States. One outgrowth of this 
conference was the conclusion that radio astronomy research in this Nation was 
lagging. A special panel was then formed by the Foundation to advise on 
support of projects in radio astronomy and to suggest means whereby progress in 
radio astronomy research could be accelerated. It was the consensus of the panel 
that more adequate instrumentation was essential and that an observatory center, 
having an instrument of significant size and power, together with necessary 
laboratory and study space, would provide considerable stimulus to the conduct 
of radio-astronomy research. 

Studies regarding the feasibility of a large size instrument at a site providing 
optimum research conditions were made by Associated Universities, Inc., under a 
grant from the foundation. Arrangements for complete engineering cost studies 
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site surveys, noise surveys, etc., were made by this group, with the continued 
advice and consultation of the Foundation. 

A total of 29 possible sites were examined in terms of scientific desirability, 
and the site selected, near Green Bank, W. Va., was studied by an architectural 
engineering firm to develop cost estimates for site development and construction 
of the necessary buildings. Preliminary estimates had been made for Associated 
Universities, Inc., by the same firm on the basis of a hypothetical site. However, 
study of the actual site resulted in an upward revision of certain original cost 
estimates, as indicated below. 

1, Access roads and on-site roads, the water supply, sewage, drainage, and 
fire-protection systems, required for the actual site are more extensive and hence 
more costly than contemplated in the original estimates based upon the hypo- 
thetical site. 

2. Building costs have increased since the development of the original estimate 
by as much as 20 percent in some areas, 

3. The hypothetical site estimates were premised on the possibility of securing 
a minimum of land surrounded by, or contiguous to, national forest or other 
public lands, which would provide a buffer from electrical interference. When 
the site in West Virginia was selected it became evident that substantially more 
land than was initially contemplated would be required to provide adequate 
noise shielding, because of the absence of nearby public lands. 

Insofar as cost of the 140-foot instrument itself is concerned, the amount 
originally estimated by experienced radio astronomers and engineers appears at 
this time to be adequate. 


FUNDS REQUESTED IN FISCAL YEAR 1958 


(a) Site development ($90,000).—This amount provides $90,000 for comple- 
tion of secondary on-site roads. 

(b) Buildings and housing ($459,000).—The greater portion of this amount 
$441,000, covers construction of a laboratory and administration building. The 
remaining $18,000 is for a second control building for the additional observing 
equipment contemplated. A small sum will be used in 1957 for partial renova- 
tion of buildings already on the site for temporary use as maintenance and 
laboratory space. 

(c) Radio telescope construction and equipment ($300,000). —Of this amount, 
$100,000 will be used for acquiring additional electronic equipment for the 140- 
foot reflector and other instruments. The remainder provides for construction 
of a subsidiary 60-foot reflector, considered to be necessary to work in conjunc- 
tion with the larger instrument on complex problems, as well as to provide 
additional research and training opportunities. 

(ad) Facility equipment ($115,000).—This amount will provide for additional 
shop, and electronic test and repair equipment, and for expansion of a library, 
to be set up on a minimum basis in 1957. 

(€) Salaries, operation, and maintenance ($166,000).—This amount is to cover 
the salaries of a Director, a radio astronomer, a business and plant manager, 
technical and secretarial employees, and other expenses of travel, communica- 
tion, and acquisition of supplies and materials in fiscal year 1958. 


Mr. Jonas. I notice on this item we gave you $4 million last year 
to start building this observatory. You are asking for $1,130,000 in 
the new budget. However, among your grants I see on page 81 of the 
justifications that you engaged the Associated Universities, Inc., to 
make the studies and I see on page 112 of your annual report that 
you paid them $140,500 for that study. 

Did that sum come out of the $4 million, or was that in addition ? 


DETAIL OF COST OF OBSERVATORY 


Mr. Tuomas. We will put at this point in the record pages 84 and 
85 which ties in with your question, Mr. Jonas. 
(The pages referred to follow :) 
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Cost of observatory, fiscal years 1957-68 





























Funds plan- | Additional 
Total cost ned for | funds re- 
fiscal year obligation | quired fiseal 
1957-58 fiscal year year 1958 
1957 
(a) Site development: 
I on anonnmipegiqpanntchebivkntasea’ $550, 000 B50, O08 fo we eateuc sees 
On-site secondary roads__........-..--2.....-----...-- 190, 000 100, 000 $90, 000 
Water supply end sewer... ...-.-...--4-4----nn--20- 130, 000 BA OI Sereccsnineensiiied 
PE POWCT GPUNOEN swiss ke cnc dhotactascccedees 379, 000 wre 008 [2 te 
I ak spintemiydyenadnatssaanbsgrepnnesiftainaen 1, 249, 000 1, 159, 000 90, 000 
(b), Buildings and housing: i 
Diesel-generator building ebb don snh dadotad tpadebvaran 25, 000 9B, O00 Fico 2cc ect udest 
Control buildings._---_- ils wieennn atkShadiannaniaieed 33, 000 15, 000 18, 000 
ESI DOIG ovine gain gi anc nndiadticnc dong 72, 000 7% CRY icin seauaes 
Laboratory and administration building..........-..- $45, DOOE. . ce 441, 000 
ES sted dike nnnthp debidaaessnddhede hie yeneh 25, 000 | ON Pee. ee 
RC a edn egies eyed ann - app by ee ie - abk deeet 596, 000 137, 000 459, 000 
(c), Radio telescope construction and equipment: 7 Thaeet to ts 
Excavation, clearing, foundation, ete., for 140-foot 
instrument dtniibmeteckngsakanckibeaetavehin tao 400, 000 $00; 000). ese 
Design, construction, erection of 140-foot instrument... 1, 800, 000 ¥, 800, 000-} 4.662 35.<53.4-- 
RF components and electronic aeeanaiee Bo cctcatees 200, 000 100, 000 100, 000 
Other observing equipment... _- ait piso ande take 275, 000 75, 000 200, 000 
BURMA. secs ssiie is al 2, 676, 000 2 2, 375, 000 300, 000 
(d) Other observatory equipment: TOT TE pe TEES 
Library - ; ; 50, 000 10, 000 40, 000 
Shop and repair equipment. eae 100, 000 | 50, 000 | 50, 000 
Electronic test and repair equipment -- a Aaa 50, 000 25, 000 | 25, 000 
Furniture and office equipment ae 50, 000 | CR NN cece 
|—-- _ et peettmntat - —t —$———— 
Te 4. Seite.) 250, 000 | 136, 000 | 115, 000 
| = — = =——_- 
(e) Salaries, operation, and maintenance-- s : 266, 000 | 100, 000 | | 166, 000 
(f) Contingency reserve. ._......-..-- = --} 94, 090 | 06,000 1 54... 355 
UE sn ccininieanacaaeintele iets wnwadiSahd ilabelse a 130, 000 4, 000, 000. | 1 130, 000 


Mr. Jonas. But, did it come out of the $4 million ? 

Dr. Waterman. No, the $4 million is for this year. 

Mr. Jonas. It is for 1957. 

Dr. WarerMAN. The study was made in fiscal 1956. You see, we 
asked the Associated Universities to make a study on the feasibility 
of construction and the detailed planning for the whole operation; this 
came out of the 1956 budget. 

Mr. Jonas. Should not that have been reimbursed out of the $4 
million last year? | The $4 million I thought was to cover part of this 
study that you had hired the Associated Universities to do. 

Mr. Tuomas. Also, he has an overrun of 20 percent over and above 
the $4 million of this year. 

Dr. Warerman. This is typical of these very large-scale undertak- 
ings. They have to have about a year or two of pretty concentrated 
study and design in trying to determine what is best to do, how to do 
it, and what it will cost. These are fairly expensive operations in the 
case of an installation like this. 

Mr. Jonas. What qualifications did the Associated Universities 
have in order to make this study? Have they had any experience 


in determining site locations, and making estimates on locations, and 
so forth, that the Board did not have? 

The gentleman who headed this up is an 
He was very familiar 


Dr. WATERMAN. Yes, sir. 
engineer by profession, and is very competent. 
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with the operation of Brookhaven National Laboratory, and the tech- 
nical planning procedures there are quite similar to an operation of 
this size. 

Mr. Jonas. That grant to them of $140,500 was not actually, then, 
a grant for research, but it was really equivalent to the payment which 
you would make to an engineering firm to do a preliminary job lead- 
ing to the construction of this observatory ? 

Dr. Waterman. Somewhat the same. At the time there was no 
decision as to where the contract would go for the actual construction. 

Mr. Jonas. I was just wondering whether it was properly includible 
as a research-support item or as a part of a research-support program, 
and if it should not have been more properly chargeable to something 
else. 

Dr. WaTERMAN. Well, there is a great deal of research that goes into 
these, and this is typical of the studies we make to determine whether 
a capital facility ought to be built, and how. So, we have quoted it 
under “Support of research” because it really has that in mind, and 
because it does involve quite a bit of research. 

Mr. Tuomas. Doctor, I see you have an overrun of 20 percent, and it 
it is set out in this table. 

You have definitely gone into the operating business because under 
the item “Salaries, operation and maintenance,” you have the sum of 
$166,000 listed. Youstate: 


This amount is to cover the salaries of the Director, a radio astronomer, a 
business and plant manager, technical and secretarial employees, and other 
expenses of travel, communication, and acquisition of supplies and materials in 
fiscal year 1958. 


We will have to have a breakdown of that, gentlemen. 
(The information requested follows :) 


Salaries, operation and maintenance, radioastronomy observatory, fiscal year 1957-58 


Fiscal year 1957 Fiscal year 1958 


Component 


Positions |Amount !| Positions} Amount 


Salaries: 
Scientific personnel ; 2 $10,000 $46, 000 
El ee a eenneidign ale j 0 5 
Administrative personnel 12, 000 
Construction supervision personnel. -...........-.........- 18, 000 . 
Consultant services 7 BR GOU sas <iiiwes 


Subtotal, salaries . 45, 000 
Travel. ; 
Utilities and communications 
Supplies, material, and equipment 
Insurance 

IIE. 5 Sr oe) er ii el } 











1 For a 6-month period in fiscal year 1957. 


Mr. Tuomas. Of course, your overrun amounts to $1,130,000, does 
it not? 

Dr. WATERMAN. Yes, sir. 

Mr. Tuomas. We have seen so many of these things and we have 
tried to avoid it. Last year we had this language in the committee 
report: 
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The committee does not want to specify approval as to specific projects, but 
expects that the Foundation will not start a project unless it has all the funds 
available that are required for it to be completed. 

You missed your guess by what? Did you miss it by 26 percent? 

Dr. Warerman. Y es; I think we explained last year, Mr. Chairman, 
that the costs have been rising on this project since then, and hae is one 
of the major reasons why this occurred, 

Mr. Tuomas. We are not going to fuss at you too much, but be 
careful about your estimates. 

Mr. Jonas. This will be a continuing item, will it not? There is 
no provision for anyone else to operate it. 

Mr. Tuomas. That $166,000 would not only be continuing, but it 
will be on the increase. 

He missed his construction cost with an overrun in the neighborhood 
of $1 million, which is 25 percent right there. 

Mr. Jonas. It looks as if they are going to build some other items 
on page 82. An administration building seems to be contemplated. 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Dr. Waterman. As you know, the selection of this site made it 
necessary to purchase a quite deserted tract of land which would have 
no radio or industrial noise interference. So, this means that it has 
no facilities to begin with, and one has to start from scratch to do 
whatever is necessary for the area. 

We tried to limit that to what is necessary for the research and the 
people who are doing the research there. 


UNIVERSITY NUCLEAR RESEARCH EQUIPMENT 


Mr. Tuomas. At this point in the record we will insert pages 96 
through 99 of the justifications. 
(The pages referred to are as follows :) 


2 (b)-5. UNIVERSIry NUCLEAR RESEARCH EQUIPMENT 
Ustimate, fiscal year 1958, $4,150,000. 


Purpose of estimate 


The fiscal year 1958 estimate of $4,150,000 for nuclear research equipment is 
for assistance to universities, on a cost-sharing basis, for the construction of 
a limited number of nuclear reactors ($3 million), and for construction of pre- 
cision accelerators with a 10-12 MEV (million electron volt) energy range 
($1,500,000). 

Since World War II, when the energy of the atom was successfully harnessed 
and released in the A-bomb, the world has looked forward to the successful use 
of such energy for peaceful purposes. Much progress has been made toward 
realization of that objective. It now appears well within the realm of possi- 
bility that this energy can be turned toward practical utilization for provision 
of electric power and for propulsion of ships and aircraft. But the full potential 
of nuclear energy cannot yet be foreseen. Much basic research must be per- 
formed and additional scientists trained in the application of devices for produc- 
ing complex nuclear reactions before we can begin to visualize the full potential 
of nuclear energy. 

Two types of nuclear research equipment are important to the advancement 
of basic research on nuclear behavior. The research reactor, utilizing neutrons 
emitted from the fission of atomic nuclei, provides intense beams of radiation 
which are used not only for fundamental studies of solid state science, but 
also for the study of the properties of materials that may be used in the future 
development of power-producing reactors. The particle accelerator provides 


32 
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by electrical and magnetic means the ultrahigh velocities necessary to split 
atomic nuclei and produce the particles used to study the inner action and bind- 
ing of the fundamental components of the atomic nucleus, 


A. NUCLEAR RESEARCH REACTORS ($3 MILLION) 


Significance of nuclear reactors 


Nuclear reactors are not only fundamental to the study of solid state science, 
but also can be effective in assisting research in nearly all fields of science as 
well. as advancing atomic energy technology by serving as an instrument of 
instruction. Those of lower power (100 to 2,000 kilowatts) are suitable as a 
research tool in sciences such as chemistry, physics, biology, and the engineer- 
ing sciences, whereas those of high power ratings (10,000 kilowatts and above) 
are appropriate as pilot models for atomic steam power plants and for large-scale 
engineering research and development. 

Since we stand upon the threshold of new advances leading to the widespread 
application of nuclear energy, it is important that reactors be available in suf- 
ficient numbers at universities to forward the conduct of research, and provide 
for the training of the nuclear scientists and engineers that will be demanded in 
future years. The Atomic Energy Commission has embarked on a program of 
small reactors primarily for training purposes. With the concurrence of the 
Atomic Energy Commission, the Foundation plans to carry forward a program 
to assist in providing reactors at universities with primary emphasis upon basic 
research and with training as a byproduct. 

Existing university reactor facilities 

At the present time, only three American universities (Pennsylvania State 
University, North Carolina State College, and the University of Michigan) 
have nuclear reactors which are available for the performance of basic research. 
A fourth, at the Massachusetts Institute of Technology, is presently under 
construction. 

Veed for additional facilities 

Insofar as can be determined at this time, a total of 20 universities have ex- 
pressed interest in securing reactors fer research and training, and whose plans 
range from fully developed down to preliminary. Full construction cost data is 
not yet. available from all, but information on 12 proposed reactors still in various 
stages of planning indicate a total construction cost of about $11.9 million, with 
individual reactor estimates varying from $500,000 to $2 million, depending upon 
the power rating involved. The table at the end of this section provides a detailed 
listing of universities planning research programs involving nuclear reactors, with 
estimates of costs where available. 

The three university research reactors in operation and the additional re- 
actor under construction, listed in the preceding section, have been financed in 
part by State appropriations to State universities, other university funds, and 
private gifts. The University of Michigan reactor and the reactor under con- 
struction at the Massachusetts Institute of Technology have been substantially 
supported by alumni gifts ; however, in the case of the iatter, the National Science 
Foundation also contributed $500,000 in fiseal, year 1957, without which construc- 
tion would not have been possible. 

Some other State universities with reactors in the planning stage have been 
able to secure some funds from State legislatures—University of Florida, State 
College of Washington, and the University of Virginia—but substantial amounts 
are still required from other sources. 


Foundation program for reactor support 


In order to assist in meeting the need for research reactors in American uni- 
versities, the Foundation plans to initiate a 3-year program which will begin 
with partial support of the cost of construction of ahout 6 reactors with fiscal 
year 1958 funds. Since unlimited funds will not be supplied, the Foundation 
believes that the greatest good can be accomplished by supporting these reactors 
ona regional basis. Grants will be awarded only to those institutions possessing 
capable research staffs and having evidence of ability to assume scientific and 
administrative responsibility for the facilities. When schools with equal capa- 
bilities are found in the same region, the selection will be based upon considera- 
tion of the best specific geographical location for the facility, that is, its accessi- 
bility to other institutions within the region. 
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Actual selection of the institutions to receive grant funds would be based upon 
recommendations of advisory groups, which would consider the criteria of insti- 
tutional competence and securing the best geographical distribution. 

Funding. of the installations would be on a cost-sharing basis, which would 
average 50 percent participation by the receiving institutions. It is undesirable 
to establish a fixed participation policy for cost sharing on a matching basis, in 
the event the criterion of geographical location indicates the desirability of sup- 
porting a facility in a school or in a region having extremely limited financial 
resources. 


In arriving at the fiscal year 1958 cost of the program, the figure of $1 million 
construction cost for the average research reactor was used as a yardstick. 
With average desirable institutional participation estimated at 50 percent, the 
cost to the National Science Foundation of 6 regionally placed reactors would be 
$3 million. 

Operating costs are expected to be met either from university operating budgets 
or from individual project research as a normal cost of the research. Time at the 
facility would be made available to other institutions in the region, with the 
expectation that such institutions would be expected to pay for time used. This 
should be a considerable contribution toward the annual maintenance and oper- 
ating costs of the facility. 

The pattern of the Foundation program for support of reactor facilities in 
years subsequent to fiscal year 1958 will depend in large part upon the success 
of other educational institutions in securing funds for reactor construction from 
non-Federal sources or upon research developments which would demand an 
accelerated program for support of nuclear research reactors. 


Mr. Tuomas. Do you not, gentlemen, have enough headaches of 
your own without going over and helping out Adm. Lewis Strauss 
and the Atomie Energy Commission ? 

Cannot you rely upon those folks to advance this research problem 
pretty well? They spent a lot of money on it. Their “Medicine and 
biology” activity is around $30 million or $35 million a year alone. 
They have three big laboratories, one at Argonne in Long Island, 
in Tennessee and in Seattle. 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Dr. Waterman. We are not, of course, entering in any way into 
what the Atomic Energy Commission does in its national labora- 
tories, but our purpose here is to provide these reactors to universi- 
ties so that university faculties and the different departments can 
use them in their research. 

This is done, Mr. Chairman, by agreement with the Atomic Energy 
Commission. 

Mr. Tomas, Surely. They do not mind agreeing to shifting a 
little off their back to you. This is the papa and the mama as far as 
research is concerned, and any matters affecting it. 

Dr. WatrrMan. They are taking care of reactors for training pur- 
poses, primarily. 

Mr. Tromas (reading): 

The fiscal year 1958 estimates of $4,150,000 for nuclear research equipment 
is for assistance to universities, on a cost-sharing basis, for the construction 
of a limited number of nuclear reactors ($3 million), and for construction of 
precision accelerators with a 10-12 MEV energy range ($1,150,000). 

Since World War II, when the energy of that atom was successfully ahrnessed 


and released in the A-bomb, the world has looked forward to the successful use 
of such energy for peaceful purposes— 


and so on. 


I note that last year $500,000 was given to MIT. How many schools 
have you helped ? 
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Dr. Waterman. Only MIT. They need this money to get the con- 
struction completed for the large reactor. That is the only one we 
have PupROrtea, 

Homas. What is your list of schools that are going to get these 


Mr. 
funds ? 

Dr, WarerMan. We think that the $3 million——- 

Mr. Tuomas. I would like to see a listing. Did you print a list in 
the justifications ? 

Dr. Waterman. No, sir. We have to await the applications from 
the schools that would need them. 

Mr. Tuomas. Some other universities with reactors in the planning 
stage have been able to secure funds from State legislators. In other 
States since the legislatures will not provide the money, the Federal 
Government will provide it, and then go to the States and say “you 
give us the money.” 

The University of Florida, the State College of Washington, and the 
University of Virginia are the three. 

How many are in existence now ? 

Dr. WaterMAN. There are only three at universities at the present 
time. 

Mr. Tuomas. You state this: 

In order to assist in meeting the need for research reactors in American uni- 
versities, the Foundation plans to initiate a 3-year program which will begin 


with partial support of the cost of construction of about 6 reactors with fiscal 
year 1958 funds. 


EXTENT OF NUCLEAR REACTOR PROGRAM 


What will be the total number, and what will be the total dollar and 
cents cost ? 

This is your first step, and you lay it on the line. What will be the 
total number before you reach the end of your program, and what will 
it cost ? 

Dr. Waterman. We thought that out pretty carefully, and have 
decided that as a first stage the 6 reactors would be about right as 
planned for 1958. 

Mr. Tuomas. Will this $4.1 million pay the entire bill for the 6 
reactors and the accelerators ? 

Dr. Waterman. It counts on 50 percent participation by the insti- 
tutions, on the average. 

Mr. THomas. I understand that, but it pays your obligation in toto? 

Dr. WarerMAN. Yes, sir. In 1959, according to our schedule, we 
have planned 5, and this would taper off in 1960 to 2, and that 
would constitute the limit as we see the needs of the country at the 
present time. 

Mr. Tuomas. Five in 1959 and two in 1960; is that right ? 

Dr. WATERMAN. Yes, sir. 

Mr. Tuomas. That would make a total of 13? 

Dr. WATERMAN. Yes, sir. 

Mr. Tuomas. Do you think you are going to hand out the taxpayers’ 
money to only 13 institutions in this country to the exclusion of about 
100 or 125 more, and get by with it? 

Dr. WATERMAN. These, of course, can only be used efficiently by 
the larger institutions and our philosophy is to provide them ee 
ing to a good geographical distribution. 
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The smaller institutions can send faculty members and students 
there to do this sort of research. 

Mr. Tuomas. Doctor, you are not being too practical about it. You 
have 4 or 5 different institutions, and each one of them thinks it is 
greater than the others, and you will find a lot of support for each 
one. If you make a contribution to X school and Y says “I think 
we want to get in this field too,” how are you going to avoid it? You 
are about to enter into a program that you can hardly control until 
you have spent vast sums of money, and you have pointed out the 
States will not doit. So, we will rush right in and do it for them. 

Mr. Yates. As a matter of fact, a few days ago I was with an 
atomic physicist from the University of Chicago who was complain- 
ing that the Argonne Laboratory had not been given the funds with 
which to build one of these accelerators by the Atomic Energy Com- 
mission, and he thought as a result he would go back to teaching school 
at the University of Chicago rather than remaining with Argonne. 

Looking at page 100, I do not see the University of Chicago or the 
Argonne Laboratory on this list. 

Dr. WarerMAN. Those laboratories are under the Atomic Ener 
Commission, and I would expect the AEC to take care of that work, 
since they have a national laboratory at Argonne. 

Mr. Yates. What about the University of Chicago? Suppose it 
wanted one? 

Dr. WatTerMAN. The AEC has a contract with Chicago for Ar- 
gonne. 

Mr. Yates. For Argonne? 

Dr. WATERMAN. Yes, sir; which finances the Argonne National 


Laboratory. We expect that in the matter of these smaller institu- 
tions- 

Mr. Yares. Off the record. 

(Discussion off the record.) 


UNIVERSITIES PLANNING RESEARCH PROJECTS INVOLVING NUCLEAR 
REACTORS 


Mr. Tuomas. At this point in the record we shall insert page 100 
of the justifications. 
(The page referred to follows:) 
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Mr, Jonas. How did the 3 institutions that have the 3 reactors now 
get them ? 

Dr. Waterman. These are at North Carolina State, Penn State, 
and the University of Michigan. 

Mr. Jonas. Where did they get them? 

Dr. WarermMan. They raised the funds themselves. 

Mr. Jonas. You didn’t help them ? 

Dr. WatrermMAN. No, sir. It was on their own. 

Mr. Jonas. Mr. Chairman, did you hear that? 

Mr. Tuomas. Yes, sir. 

Dr. Waterman. The Atomic Energy Commission, by furnishing 
reactors for training purposes, will be quite a help in dealing with 
the needs of the smaller institutions you speak about. Also, we must 
not forget that the nuclear physicists, the accelerator people them- 
selves, will limit this in their own way by saying they do not feel the 
country needs more than a certain number of large reactors; they are 
pretty definite as to the places where there is competence to handle 
them in such a way as to perform valuable research. 


OPTICAL ASTRONOMY OBSERVATORY 


Mr. Tuomas. We overlooked the Optical Astronomy Observatory. 
Insert pages 86, 87, and 88 in the record. 
(The information referred to is as follows :) 


2 (b)-3. OprrcaL ASTRONOMY OBSERVATORY 


Estimate, fiscal year 1958, $3,100,000. 
PURPOSE OF FISCAL YEAR 1958 FSPIMATE 


The amount of $3.1 million requested for fiscal year 1958 will provide for con- 
struction of an 80-inch optical reflecting telescope and related instruments at an 
obseryatory in the southwestern portion of the United States. Plens for the 
observatory were discussed in the Foundation’s fiscal year 1957 budget, and 
$545,000 will be utilized during the current fiscal year for site surveys and 
studies, and for design studies for the 80-inch reflector and related equipment. 
During fiscal year 1958 the $3.1 million requested will be used to acquire land, 
develop the site, and to construct the major instrument and necessary buildings, 
together with providing for operating costs of the nucleus of the regular observa- 
tory staff. 

PRESENT STATUS OF OPTICAL ASTRONOMY FACILITIES 


Significant optical astronomy research requires sizable reflecting telescopes 
located in areas of good visibility. Insofar as size is concerned, there are pres- 
ently only 6 observatories having instruments of greater than 60-inch mirror 
size, aS described on the following page. Other limitations upon effective re- 
search with these instruments stem from three factors: 

Obsolescence.—With the exception of the 120-inch telescope at the Lick Ob- 
servatory, Mount Hamilton, Calif., all of the major size reflecting telescopes 
were designed prior to 1940. As a result, there is a serious problem of obso- 
lescence with consequent limitations upon research. It is a matter of general 
agreement among astronomers that it would be more advantageous and probably 
Jess expensive to construct a modern telescope in a new location than to mod- 
ernize completely an existing facility. 

Visibility—A second limitation upon the effectiveness of existing large-size 
telescopes is that most of them are located in areas where urban and industrial 
growth has created conditions of excessive illumination from city light and haze 
from industrial activities, which impair good observation. 

Limited availability —A third factor is that of the 6 major observatories listed 
on the following page, 5 are operated by individual institutions. Only a limited 
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number of highly qualified astronomers are able to carry out the research of 
which they are capable, and students at institutions not having large-sized tele- 
scopes do not have the opportunity to receive training in advanced techniques 
on larger instruments. 

The proposed observatory would offset some of the above deficiencies since it 
would make available to all astronomers of the Nation an up-to-date facility in 
a location with optimum seeing conditions, and provide an opportunity for ad- 
vanced student astronomers to receive training otherwise unavailable to them. 


Reflecting telescopes in the United States with mirror diameters of 60 inches 
or greater 


Mirror 
size 


Institution Location Source of financing 


77 | 
| 
Inches | 


California Institute of Technology 
University of California 

Carnegie Institution -_- Bebb te 
University of Chicago and University of 


Mount Palomar, Calif 
Mount Hamilton, Calif... _- 
Mount Wilson, Calif__- 
Mount Locke, Tex--.--- 


Rockefeller Foundation. 
State of California. 
Carnegie Institution. 


Individual donation. 


Texas. 
Ohio Wesleyan University 
Harvard University 


Do. 
Individual donations 
and university contri- 
butions. 


Delaware, Ohio-_-_---- | 
Oak Ridge, Mass...--- | 


FINANCIAL SUPPORT SOURCES LIMITED 


As reflected in the table above, optical astronomy observatories have tradi- 
tionally been constructed with funds from private foundations or contributions 
from wealthy individuals. However, the millions of dollars required to construct 
a large-scale observatory are not available from private sources. Educational 
institutions caught in the price-cost squeeze with fixed levels of endowment in- 
come do not have funds of the magnitude required. Finally, foundations such 
as Rockefeller and Carnegie have moved into other fields thereby reducing the 
support available to the physical sciences. For these reasons, the Federal Gov- 
ernment remains the only realistic source for support of this important field of 
science. 

PLANS FOR FISCAL YEAR 1957 


During the current fiscal year a total of $545,000 will be made available for 
the design of an 80-inch telescope and for intensive site studies for location of the 
optical astronomy observatory. These funds will cover the cost of meteorological 
and geological studies, site selection, seeing observations and tests for visibility, 
design of the 80-inch telescope, dome, and auxiliary equipment, completion of a 
small 36-inch supplementary telescope which will be eventually installed at the 
selected site, and salary costs of administrative and study staff. 

Site selection in 1957 will be based upon preliminary examination of tentative 
sites which was conducted during fiscal year 1956. Several sites in the South- 
western States have been examined, including: 

1. Arizona: The Huachuca mountains; the southern Sierra Ritas range; Kitt 
Peak in the Quinlan range; the Sierra Ancha region; the Bradshaw mountains; 
and northern fringes of the Coconino and Sitgreaves National Forests (Mormon 
Lake Peak and Chevalon Butte) ; and, 

2. California: The Junipero Sierra region. 


BASIS OF FISCAL YEAR 1958 ESTIMATES 


Review of need for optical astronomy observatory.—In response to a proposal 
for construction of a new observatory for photoelectric astronomy, the foundation 
in 1953 appointed an ad hoc committee on astronomical facilities to develop fur- 
ther information on the status of astronomy in general as well as on the feasi- 
bility of an installation for photoelectric astronomy. As a result of its delibera- 
tions, which considered the factors on the status of astronomy outlined pre- 
viously in this section, the ad hoc committee concluded there was a pressing need 
for an up-to-date optical astronomy observatory. In 1954 the foundation’s 
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advisory panel for astronomy recommended the formation of a special advisory 
panel for optical astronomy facilities. This panel, under chairmanship of Dr. 
Robert R. MeMath, director, MeMath-Hulbert Observatory, Michigan, then pro- 
ceeded to explore the feasibility of an optical astronomy observatory, to be lo- 
cated in an area more favorable to astronomical research than present observa- 
tories. Feasibility studies were completed in 1956, and a tentative estimate of 
anticipated cost, based on the experience of astronomers and engineers who had 
constructed observatories, was included in the fiscal year 1957 budget. 


Mr. Tuomas. How many observatories do we have now ? 

Dr. Waterman. Optical astronomy observatories ? 

Mr. Tomas. Yes. 

Dr. Waterman. A half dozen. They are located all the way from 
one coast to the other. Page 87 shows the list. 

Mr. Tuomas. That is in the record already. 

Where are you going to put this one? 

The proposed observatory would offset some of the above deficiencies. 


Where will you put this observatory ? 

Dr. WATERMAN. Pree 88, paragraph 1, shows the tentative sites. It 
has been boiled down to these and we are making a careful study of 
them. 

Mr. Tuomas. You have a proposed site in Arizona and a site in 
California. These are still to be examined ? 

Dr. WarerMAN. Yes. 

Mr. Tuomas. Do you already have it firmed up, Doctor? 

Dr. WaTeRMAN. We don’t yet know where it will be. 

Mr. Tuomas. Not that we will tell you where it is to be. 


SOUTHERN HEMISPHERE ASTROGRAPH 


Mr. Reporter, insert page 92 at this point. 
(The page referred to is as follows :) 


2 (b)-—4. SouTHERN HEMISPHERE ASTROGRAPH 


Estimate, fiscal year 1958, $800,000. 


PURPOSE OF ESTIMATE 


An amount of $800,000 is requested in fiscal year 1958 for the construction 
and placement of an astrograph, or special telescope for measuring cosmic dis- 
tances, in the Southern Hemisphere, and for the procurement of necessary auto- 
matic measuring devices for comparing differences in photographic plates of 
identical sky areas made in different periods of time. 


SIGNIFICANCE OF ASTROGRAPHIC MEASUREMENTS 


So long as the positions and motions of stars and planets within our own galaxy 
are measured with reference to each other, the constant change of position of 
each creates serious errors in the measurement of cosmic distances. Such errors 
can be corrected by using galaxies external to our own as reference points, and ty- 
ing our measurements of stellar and planetary distances to these objects. Im- 
provement of cosmic distance measurements is of tremendous significance for the 
entire science of astronomy, as accurate determination of star motion and posi- 
tion forms the basis for theories of planetary motion, for study of the structure 
and rotation of our galaxy, and for determination of distances to certain classes 
of objects, which in turn make possible the distance scales used for the entire 
universe. 


NEED FOR SOUTHERN HEMISPHERE ASTROGRAPH 


Only in recent years has an instrument (known as an astrograph) been de- 
veloped which possesses the depth of focus and breadth of field required for 
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measuring by photographic means the relative motions of the stars against other 
galaxies used as reference points. Following World War II, the Lick Observa- 
tory completed a 20-inch astrograph, and is using it to photograph the entire 
northern sky. The first phase of thisiwork is now nearing completion, and after 
an interval of perhaps 20 years the same stars and galaxies will be rephoto- 
graphed against the same reference points. In this way it will be possible 
to determine with some precision their relative motions. 

The Lick studies will provide only one-half of the work necessary for a 
complete study of stellar and planetary motions, as they will deal only with 
the northern sky. Similar observations of the southern sky are also essential. 
However, the necessary equipment, i. e., a 20-inch astrograph is not available 
in the Southern Hemisphere. Since-it is.extremely desirable that southern sky 
measurements be made as nearly synchronous as possible with the northern sky 
measurements, such studies should commence at the earliest possible date. 


Mr. Tuomas (reading) : 


An amount of $800,000 is requested in fiscal year 1958 for the construction and 
placement of an astrograph, or special telescope for measuring cosmic distances, 
in the Southern Hemisphere, and for the procurement of necessary automatic 
measuring devices for comparing differences in photographic plates of identical 
sky areas made in different periods of time. 

We need that? 

Dr. Waterman. The astronomers find lack of such an instrument 
in the Southern Hemisphere of much concern to them. 

Mr. Tuomas. This will be in Australia ? 

Dr. Waterman. That is the plan; yes, sir. 

Mr. THomas. Couldn’t the foreign giveaway program cover that? 

Dr. Waterman. Not the way it will be handled. 

Mr. Tuomas. They should transfer funds to you. 

Dr. WaterMAN. We would make the grant to an American univer- 
sity to place it there so it will be under the auspices of an American 
university. 

PROPOSED LOCATION OF ASTROGRAPH 


Mr. Tuomas (reading) : 


At the present time it is tentatively. planned, subject to discussions with the 
United States Department of State and appropriate Australian authorities, to 
locate the proposed Southern Hemisphere astrograph on the Australian Con- 
tinent. 

Maybe the State Department would help you there. 

Dr. WATERMAN. We will have to confer with them. 


ADVANTAGE OF NEW OPTICAL ASTRONOMY OBSERVATORY 


Mr. Vurseti. I was wondering if you were to put this $3,100,000 
observatory in the Southwest why you could not get the same infor- 
mation you wanted by using Mount Palomar. 

Dr. Waterman. Mount Palomar has the world’s largest telescope, 
of course. This will be different in that it will have conditions of 
the very highest visibility. The emphasis is on that, and these sites 
seem to be the best at the moment. It will also have the very latest 
in electronic techniques, so that its accuracy will be very great, indeed, 
in the refinement of its measurements. 

Astronomers. feel that rather than having some existing labora- 
tories modified what really is needed is a modern instrument to take 
advantage of all these things. One will do if we can get it in the 
best location. 
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LOW-ENERGY PRECISION ACCELERATORS 


Mr. Tuomas. Insert pages 101 and 102 in the record. 
(The information referred to is as follows :) 


RB. LOW-ENERGY PRECISION ACCELERATORS ($1,150,000) 


Significance of nuclear accelerators 

Full understanding of the structure of the most powerful energy source we 
know requires consideration of the structure of the atomic nucleus. The basic 
instrument for conducting such explorations is the nuclear accelerator, which 
produces the high velocities needed to split atomic nuclei, Nuclear accelerators 
vary in type and in energy range from under 10 million electron volts to over 
30 billion electron volts. Research on the nature of the atomic nucleus and the 
behavior of its component parts requires studies to be made with accelerators of 
both high and low energy. Work at high energy ranges, to learn more about 
the interaction of unstable elementary particles and the forces that hold the 
atomic nucleus together, is an important activity. In addition, research by 
using low-energy accelerators, which are capable of producing precise data on 
such problems as nuclear scattering, excited states of nuclei, and radiation 
damage to materials, is also necessary. 

The Atomic Energy Commission, primarily through its national laboratories, 
provides accelerators in the ultra-high energy range on a national basis. How- 
ever, there is a significant need for improved low-energy precision accelerators 
to be made available at selected academic locations. Since the cost of even a 
low-energy precision accelerator is beyond the individual financial capacities. of 
our academic institutions the Foundation’s accelerator program is designed to 
provide partial support for such installations. 


Need for precision low-energy accelerators 

Development of the Van de Graaff electrostatic accelerator in recent years 
resulted in making possible more precise measurements of nuclear behavior than 
were obtained previously and led to development of refined analyzing techniques. 
Until recently the energy range of the Van de Graaff accelerator had been limited 
to about 5 million eleetron volts. Recently, a new technique has been developed 
whereby it is now possible to pair Van de Graaff accelerators and by a charge- 
exchange process extend the energy range to at least 10 or 12 million eleetron 
volts without losing precision in energy. With this new type of accelerator it 
will now be possible to widen the scope of precision low-energy nuclear physics 
to the study of heavy nuclei and to make possible further studies of neutron 
cross sections, coulomb excitation of nuclei, and “stripping” reactions. Conse- 
quently, it is anticipated that this type of accelerator will have a fundamental 
significance for basic nuclear research for many years to come. 

At the present time there are no improved Van de Graaff accelerators of this 
type (10-12 million electron volts energy range) in American universities. 
Several universities have expressed a strong desire to make such equipment 
available for basic research, and the Foundation has been approached by Stan- 
ford University, Iowa State College, and the University of Pittsburgh with regard 
to possible assistance with construction of such accelerators. In view of the 
technical advance that this new accelerator represents, it is expected that the 
demand for such instruments will increase even further in the future. Since all 
available funds for construction of new accelerators cannot be secured from the 
universities, and since the possibility of industrial support is slim (the only 
accelerators that have been constructed with industrial funds have been built 
for use by industrial concerns themselves), the Foundation proposes to under- 
take a limited program of support, beginning in fiscal year 1958, to make such 
accelerators available. 


Basis for fiscal year 1958 estimate 


In the absence of experience by any university in constructing an accelerator 
of the improved Van de Graaff 10-12 million electron volts type, estimates of 
construction cost vary between $1.1 million and $1.5 million apiece. Assuming 
that actual construction cost will be closer to the former figure, because of the 
availability of university science and engineering staffs to assist in planning, 
designing, and assembling, the Foundation’s fiscal year 1958 estimate of $1,150,000 
will provide about 50 percent of the funds required for the construction of two 
precision Van de Graaff 10-12 million electron volts accelerators. As in the pro- 
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gram for support of reactors, consideration will be given, in selecting institu- 
tions to receive assistance, to geographic location, and to the availability of com- 
petent scientific staff to administer and operate the accelerator. 

It is expected that operating funds required for these accelerators will be 
obtained from university sources, and from funds for individual project research. 

Mr. Tuomas. Did I read it right when I noted “No applications” ? 

Dr. WaterRMAN. No, except the low-energy ones. 

Mr. Tomas. That.is what I am talking about. 

Dr. WaTeRMAN. We have no written applications for those yet. 

Mr. Tuomas (reading) : 

The Atomic Enery Commission, primarily through its national laboratories, 
provides accelerators in the ultra-high-energy range on a national basis. How- 


ever, there is a significant need for improved low-energy precision accelerators 
to be made available at selected academic locations. 


UNIVERSITY COMPUTING FACILITIES 


Insert pages 103, 104, and 105 in the record. 
(The information referred to is as follows: ) 


2 (b)-6. UNIVERSITY COMPUTING FACILITIES 
Estimate, fiscal year 1958, $1,500,000. 
PURPOSE OF ESTIMATE 


The amount requested for fiscal year 1958 will permit the Foundation to pro- 
vide partial assistance to selected universities for the purchase or construction 
of electronic computers which are urgently needed in connection with basic 
research and with the training of scientific manpower. 


IMPORTANCE OF COMPUTERS TO BASIC RESEARCH 


Rapid development of high-speed electronic computers during the last decade 
has already had a significant impact upon research in all scientific areas. The 
electronic computer, whose basic operations are so rapid that they are measured 
in thousandths and even millionths of a second (microseconds), is capable of 
solving lengthy and involved research problems that were previously difficult of 
solution, or virtually unsolvable, because of the time-consuming or staggering 
number of individual computations necessary. In fact, the significance of high- 
speed computation has now progressed to the point where many scientists feel 
strongly that further progress in their fields will be seriously affected by lack 
of access to the techniques and facilities of electronic computation. 

Because of their recognized significance for the conduct of research, the use 
of electronic computers has become widespread in industry, and in the Federal 
Government to a lesser degree. However, our educational institutions have 
lagged in securing electronic computers for use in connection with basic research, 
because of the large capital outlay required for purchase or construction and 
for the substantial funds required for annual operation and maintenance. 

Increased availability of electronic computers for university use would 
assist in filling three major needs: 

1. The need for expediting our basic research effort by providing a more rapid 
means for solving complex computational problems in practically all sciences. 
Not only is there an obvious dependence of basic research in the physical sciences 
upon computers, but there are also areas of science becoming increasingly ame- 
nable to numerical analysis such as the engineering, biological, and social sciences ; 

2. The need for providing manpower trained in the use of such devices to 
meet ever-increasing demands from industry, academic institutions, and the 
Federal Government for persons capable of applying computational skills to 
research in science and mathematics ; and 

8. The need for computer equipment to carry on research in the problems of 
electronic computation per se. Scientists are daily encountering problems which 
lie beyond the capacity of existing machines, and if the need for improved 
computers to meet research demands is to be met, investigation into the theory 
and engineering of computers is essential. 
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STATUS OF UNIVERSITY COMPUTING FACILITIES 


In requesting funds for support of university computers in the fiscal year 1957 
budget, the Foundation indicated that of the limited number of electronic com- 
puters at university locations, only a very few were available to any degree for 
basic research use or for training purposes. The majority, which have been 
financed by. defense agencies, have been and are financed by defense agencies, 
have been and are being used full-time for problems connected with defense 
research and development projects. Since last year, the situation has not altered 
appreciably. This is evidenced by the increasing number of institutions that have 
requested partial assistance from the Foundation for the construction or acquisi- 
tion of new equipment, or the modernization of older machines to meet the 
demand for improved computer facilities of greater speed and capacity. At the 
beginning of fiscal year 1957, the Foundation had on hand a total of 26 formal 
and preliminary proposals requesting assistance with computer facilities, amount- 
ing to a total of $5,530,000. 


PROGRAM DEVELOPMENTS IN FISCAL YEAR 1957 


Within the limits of funds available in fiscal year 1957, the Foundation has 
initiated a program designed to strengthen basic research in a number of fields 
by providing research investigators with increased access to computing facilities. 
About $400,000 has already been granted to 11 institutions to assist in establishing 
the nucleus of a computer center where none exists, to extend existing centers 
or to provide for research in numerical analysis related to computation. 


BASIS FOR FISCAL YEAR 1958 ESTIMATE 


In order to provide the maximum benefit to basic reasearch, it is considered 
desirable to emphasize the necessity for securing modern, up-to-date equipment 
of high speed and flexibility. Equipment of this nature is quite costly—ranging 
from. $750,000 to more than $2,500,000 for the larger machine. Representative 
examples ef the cost of computers are contained in the table on the following 
page. Since university budgets are not capable of assuming costs of this magni- 
tude, and since private sources have given little evidence of making such funds 
or machines available as gifts, the foundation feels strongly that the national 
interest in basic research justifies a limited program of assistance to key uni- 
versities which will enable them to acquire modern, high-speed electronic com- 
puters. 

On the basis of the best data available regarding the costs of computer instal- 
lations having the desired specifications, it is estimated that the amount of 
$1,500,000 requested for this program will permit the Foundation to initiate a 
contemplated 3-year program by supporting in fiscal year 1958, 2 or 3 installations 
at about 50 percent of the total cost. 

It is~believed that the maximum advantage can be secured by supporting 
computer installations with consideration given to regional distribution. Grants 
would be awarded for the construction or acquisition of computing equipment 
only to those institutions possessing capable research staffs and having evidence 
of ability to assume scientific and administrative responsibility for the com- 
puting facility. When schools with equal capabilities are found in the same 
region it is anticipated that selection will consider the location which will provide 
the maximum accessibility of the facilities to other institutions wthin the region. 

As stated above, it is anticipated that computer facilities would be installed 
on a cost-sharing basis. It is considered to be undesirable to establish a rigid 
policy for cost sharing on a matching basis, in the event criteria for geographical 
location indicate the need for placement of a computer facility in a region of 
relatively limited financial resources. 

Operating costs for computer facilities are expected to be met either from 
university operating budgets or from individual project research as a normal 
cost of such research. 


BASIS FOR APPRAISING COMPUTER REQUIREMENTS 


Intensive study of the need for university computers for basie research was 
made by the National Science Foundation Advisory Panel on University Com- 
puting Facilities, which was formed with Dr. John von Neuman, Commissioner, 
Atomic Energy Commission, as chairman, and with Dr. Edward Teller, of the 
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University of California, as vice chairman. As a result of recommendations of 
this advisory panel, and of review by the National Science Board and the staff 
of the Foundation, it was determined that support for university computer equip- 
ment was essential to the conduct of basic research and the training of mathe- 
maticians, scientists, and engineers. 

Mr. TxHomas. Now we get into another new program. We opened 
the door last year on two brandnew ones and now we will open the 
door on still another new one. 

elanet is the “University computing facilities” in the amount of 

1,500,000. 

we had 26 applications in the amount of $5.5 million in fiscal 195 

Mr. THomas (reading) : 

The amount requested for fiscal year 1958, will permit the Foundation to 
provide partial assistance to selected universities. 

The word “partial” is intriguing, and also the word “selected.” Does 
this include operation ? 

The amount requested for fiscal year 1958 will permit the Foundation to 
provide partial assistance to selected universities for the purchase or construc- 
tion of electronic computers which are urgently needed in connection with basic 
research and with the training of scientific manpower. 

Your program for 1957 is next. You say the Foundation has ini- 
tiated a program—is this not a new program ? 

Dr. WATERMAN. We gave some assistance in computers. 

Mr. Tuomas. Where did I get the idea it was a new program ! 

Dr. Warerman. Previous computers have been associated with 

research projects. This item in the budget applies to the provision 
of a computer to a university to use for any purpose. 

Previous grants have been made in connection with a particular 
grant for a particular piece of research for which a computer was 
needed. 

Mr. Tuomas. What did you justify last year for this, $400,000? 

Dr. Waterman. There was no special justification because they 
needed the services of a computer for a particular research gr ant. 
We did have an item for computing facilities in the budget last year. 

Mr. Tomas. Don’t you know we like to keep up with you! We 
like you and we expect you to use the money for the purpose for 
which we give it to you, and not divert it for something else? 

Dr. WATERMAN. These were much more modest in cost, s 

Mr. Tuomas. That has nothing to do with it. 

Dr. Waterman. We treat these just as we provide an electronic 
microscope or a low temperature piece of equipment for the sake of 
research. 

Mr. Tomas. Do von want us to write im the law that you will do 
this specific thing with X amount of money? 


COST OF RESEARCH REACTORS 


Mr. Vurseri. What is the cost for a reactor, the type you are going 
to furnish 13 univer sities, and by virtue of installing that reactor how 
much would it add in numbers of employment in and around each 
university ? 

Dr. Warrrman. In numbers of students? 

Mr. Vorsett. Number of people to operate it. I imagine it is 

easily operated ? : 
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Dr. Warerman. The staff is not large. You have to have a special- 
ized staff to operate it, of course. They have to be experienced people, 
but it is not nearly so large as in the large national laboratory ma- 
chines or in the big accelerators. 

Mr. Vurse.Lt. What would the entire total be, the cost of the reactors 
and people to operate them ¢ 

Dr. WaterMAN. We expect, with the type reactor we are talking 
about, that the total cost would run around $1 million, of which we 
will provide half. This would provide for the construction and set- 
ting up of the reactor and the crew to run it. 

Mr. Vurseix. The reason I ask that question is that my chamber of 
commerce, with two other chambers of commerce, are willing to 
up $100,000 to try to get a maximum security penitentiary located in 
our area that will employ : 250 people. 

These small towns are willing to put up $100,000. I am wonder- 
ing—and you can see why I ask the question—whether it would not 
be a big boon to the town. 

Mr. Yates. Which city is this? 

Mr. Vursetu. Illinois, the best State in the Union. 

Mr. Yates. Of course, but which city ¢ 

Mr. Vursexxi. Centralia, Mount Vernon, and Salem. 


COST OF ELECTRONIC COMPUTERS 


Mr. Tuomas. The computers cost anywhere from $750,000 to $2,- 
500,000 for the larger machine. 

At the beginning of fiscal year 1957, the Foundation had on hand a total of 
26 formal and preliminary proposals requesting assistance with computer facil- 
ities, amounting to $5,530,000. ; ; 

You are thinking of a 50-50 contribution ? 

Dr. WATERMAN. Yes, sir. 

4 al . ., € : . 

Mr. THomas (reading) : 

In order to provide the maximum benefit to basic research, it is considered 
desirable to emphasize the necessity for securing modern, up-to-date equipment 
of high speed and flexibility. Equipment of this nature is quite costly—rang- 
ing from $750,000 to more than $2,500,000 for the larger machine. Representa- 
tive examples of the cost of computers are contained in the table on the fol- 
lowing page. Since university budgets are not capable of assuming costs of this 
mugnitude, and since private sources have given little evidence of making 
such funds or machines available as gifts, the Foundation feels strongly that 
the national interest in basic research justifies a limited program of assistance 
to key universities which will enable them to acquire modern, high-speed elec- 
tronic computers. 

How long will it be before we go into the education business alto- 
gether, taking it over lock, stock, and barrel? 

We are supplying the univ ersities here with equipment, and some 
operating costs. I am just asking the question in an academic way. 
We are going far afield from what we did in this country 25 years 
ago or 30 years ago. 

Dr. Bronk. It is a good question, Mr. Chairman. But don’t you 
think part of our difficulty 

Mr. THomas. The question is, How will you do it without it? 

Dr. Bronk. In this transition period from being a second-rate 
nation in science to being the leader of all the freedom—— 
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Mr. THomas. How much will we spend for scientific research? 
The figure is about $2,400,000,000, with about 91 or 92 percent of 
it for prototype development. What does that leave us for basic 
research ? 

Dr. Bronx. About $200 million, 

Mr. Tuomas. More than that. 

Dr. WatrrmMan. About $160 million, 7 percent. The computer pro- 
gram was carefully thought out by a panel headed by Dr. von Neu- 
mann, and with Dr. Edward Teller as the vice chairman. 

Mr. Tuomas. You have just two of the great minds of the world 
there and we cannot fall out with them. © 

Has Dr. Fermi been given the credit he deserves in this field? 

Dr. Bronx. He got a great deal. Whether he got what he deserved 
or not, I don’t know. He got worldwide recognition. 

Mr. Tuomas. I am talking about the computer field and not re- 
actors. The last 2 years of his tenure at the University of Chicago 
his interest shifted to this field, and that is what he used that great 
mind and energy for, too. They tell me he had enough energy for 
3 men. 

I understood he devoted all his time and energy in the computer 
field for the last 2 years, fully 2 years, before he passed away. 

Mr. Tuomas. He is one of the masters. F. D. R. brought him here 
from Italy during the war and he brought his ideas with him when 
he came. 

Mr. Evins. Since last year they point out the situation has not 
greatly changed. No change and no progress in this computer pro- 
gram. This would indicate they are making little if any progress. 

Dr. Waterman. The difficulty is to get computing facilities avail- 
able to universities for their own type of research. Industry and 
Government are making great contributions. 

Mr. Tuomas. How much has this Government contributed to that 
field ? 

Dr. WATERMAN. A great deal. 

Mr. Tuomas. Take Univac. The Atomic Energy Commission paid 
for it about 4 times over. A little publicity comes out and it says 
Remington-Rand. It was developed, bought and paid for with tax- 
payers’ money. 

Mr. Evins. This report says they are not making progress, even 
though the money has been provided. 

Dr. WaTEeRMAN. You mean in further development ? 

Mr. Evins. Yes. 

Dr. Bronx. This refers to the fact that the development of facili- 
ties has gone forward but no further developments in the scientific 
field. 

Mr. Tuomas. Who is using these present machines? 

Dr. Bronx. The insurance companies have some, the industrial 
groups, the oil companies. ; 

Mr. Tuomas. Veterans’ Administration wanted one; didn’t they ? 
Dr. Bronx. Perhaps so. 
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Mr. Tuomas. Do you remember what UNIVAC cost the Govern- 
ment, the one out at Livermore? 

Dr. Bronx. Perhaps $2 million or $3 million. 

Mr. Tuomas. It takes 26 men to operate and maintain it. Perhaps 
$2 million or $3 million wouldn’t be a downpayment on it. I am sure 
the Atomic Energy Commission helped all along in the research on it. 


OCEANOGRAPHIC RESEARCH VESSELS 


Here is a new program which I don’t remember. Oceanographic 
research vessels, $75,000 : 

The study of the sea and its phenomena involves research into the nature of 
oceanic currents. 

I believe I read here that perhaps all life started at the bottom of 
the ocean : 

Physical oceanography is particularly related to weather, as there is an inter- 
play between atmospheric water content and oceanic temperatures. Scientific 
observations in connection with the international geophysical year should pro- 
duce many measurements of significance and open countless new paths for 
scientific exploration of the ocean’s composition and its functions. 

Life probably originated in the sea, and it is there that living processes ranging 
from the simplest to the most complex can best be studied. 

We next show $75,000 for oceanographic research vessels. Do you 
have to spend this $75,000? If so, how much more will you need for 
next year / 

Dr. Warerman. The United States is badly behind in this. 

Mr. Jones. This is for the study only. 

Dr. Bronx. We will come back next year for the ship. 

Mr. Tomas. What is the ultim: ite cost here ? 

Dr. WaTeRMAN, Nearly $3 million for a large-size vessel. 

Mr. Tuomas. How much is the operations cost, and what will the 
program cost when you get started / 

Dr. Waterman. About 10 percent of the cost of construction for 
operation, about $300,000. 

Mr. Tuomas. Your fuel bill will be more than that. 

Dr. Bronx. This is a great example of how the facilities picture 
fits into the national scheme of things. 

We have a ship at Woods Hole which is about 100 feet overall in 
length. That money was provided by the Rockefeller Foundation and 
the Carnegie Foundation. The cost of boats has gone up a lot, and the 
foundation’s endowments have not gone up very much. That ship 
is practically worn out. There isn’t a decent oceanographic vessel on 
the east coast. 

Mr. Tuomas. A member of your Board, and also a fellow Texan, 
received most of his early training in Massachusetts. I hope some- 
time in the near future you will have an opportunity to bring Dr. 
Nabrit to see us. 

Dr. Bronx. There is a Marine Biological Laboratory and the 
Oceanographic Institution there in Massachusetts. They are both 
private institutions. 


88278—57—-pt. 2— 
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GRANTS FOR TRAINING OF SCIENTIFIC MANPOWER 


Mr. Tuomas. Let us look now at scientific manpower. I call it the 
fellowship program. 

Insert the table on page 111. 

(The information referred to is as follows :) 


Grants for training of scientific manpower—Summary of obligations by program 
fiscal years 1956-58 








| 
| Increase (+) 
Actual, | Estimated, | Estimated, or de- 
Program fiscal year fiscal year fiscal year | crease (—), 

1956 | 1957 } 1958 1958 Over 

| | 1957 

Jail ie ’ witcha —— ee | iain 
} 
! 





Graduate fellowship: | 
Predoctoral- - -_- a $1, 578,560 | $1,965,000 $2, 760, 000 +-$795, 000 
Postdoctoral regul ar___. 348, 367 | 500, 000 | 780, 000 +280, 000 
Postdoctoral senior--_- ------ ts 149, 932 | 300, 000 560, 000 +-260, 000 
Science faculty fellowships. - -------- 0 | 500, 000 , 100, 000 +600, 000 
Special fellowships - - - A 0 | 0 500, 000 | +500, 000 


| 


Subtotal S323. R25 ’ 076, 859 8, 265,¢ , 000 5, 700, 00 | | _+2,435, 000 


Education in the sciences: 
Teacher programs_. eee fare 1, 119, 970 , 775, 000 10, 000, 000 +225, 000 
Student programs. -- . sb bd 279, 440 660, 000 1, 050, 000 4-585, 000 
Curricula programs. - -- . 17, 410 | 515, 000 1, 700, 000 +990, 000 
Program development and appraisal. _____- 17, 455 25, 000 | 150, 000 +125, 000 

Subtotal ni 4 34, 275 , 975, 000 12, 900, 000 +1, 925, 000 

National Committee for Development of Scien- | | 

tists and Engineers__--__- me” : 10, 000 225, 000_ _150, 000 | —75, 000 





3, 521, 134 18, 750,000 | +4,2 


| 











Mr. THomas. It shows an increase of $4,285,000 against $14,465,000 
in 1957, making a total of $18,750,000 for the fiscal year 1958. 


PROGRAM STATEMENT 


Insert pages 112, 113, 114, and 115. 
(The information referred to is as follows :) 


2 (c). GRANTS FOR TRAINING OF SCIENTIFIC MANPOWER 


Maintenance of an adequate supply of competent scientific and engineering 
personnel is a problem to which serious and concerted attention must be devoted 
if the needs of all three consumers of scientific and technical skills—industry, 
education, and Government—are to be met adequately. Our national security is 
dependent not only upon producing military weapons which can assist in keeping 
the peace, but also on maintaining a high level of national productivity through 
the introduction of new products and processes. It is, of course, important to 
keep in mind the efforts of the Soviet Union to increase their supplies of scien- 
tifically trained manpower, but in long-range terms a somewhat broader frame 
of reference must be employed: namely, that the pace of technological advance 
not only in this Nation but throughout the world has continued to accelerate, 
and has brought with it a spiraling demand for more and better scientists and 
engineers to utilize and operate new devices and to unlock the door for further 
scientific discoveries. Therefore, to speak of a shortage of scientists and engi- 
neers constricts a long-range problem into dimensions which imply that there is 
a point at which the supply balances the demand, and introduces a note of 
negativism which is inappropriate to the nature of the age in which we live. 
The positive side to the question has been ably stated in the Interim Report of 
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the Joint Committee on Atomic Energy’s Subcommittee on Research and Devel- 
opment: 

“* * * Tt is important to recognize at the outset that these serious shortages 
are not a sign of failure but an indication of startling success. A way of life 
has been created in which the demands made for superior skills in every field have 
become so tremendous that growth and expansion have become constant elements 
of the normal pattern. A society has been created in which progress is not 
simply a matter of occasional spurts and short-term crises. Rapid progress has 
become a normal part of our national life, and the skilled manpower to keep up 
with this steadily and rapidly advancing march of progress will be in demand 
for years to come. * * *” 


FACTORS AFFECTING THE PRODUCTION OF SCIENTIFIC MANPOWER 
The charts on the succeeding pages provide a brief, graphic summary of the 


situation now confronting this Nation in its efforts to increase the available 
supply of scientific and engineering manpower. 
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CHart A 


FUTURE GRADUATES IN SCIENCE AND ENGINEERING WILL BE REQUIRED 
TO HELP STAFF MANY EXPANDING OCCUPATIONS AND ACTIVITIES 
AMONG THEM... 


COLLEGE AND 
UNIVERSITY TEACHING 
positions will increase 


to accommodate larger 
enrollments 


RESEARCH AND 
DEVELOPMENT 
expenditures will grow 
with expansion of the 
economy 


ENGINEERING JOBS 


can be expected to con- 
tinue growing in relation 
to the labor force 














Cuart B 


COLLEGE ENROLLMENTS IN FUTURE YEARS WILL GROW WITH THE 
INCREASE IN THE POPULATION OF COLLERE AGE 


AGE GROUP ENROLLMENTS 
18-21 “ar “g” 
Thousands 
1955 8,575 2,755 2,755 
1956 8,774 2,896 2,839 
1957 8,927 3,232 2,949 
1958 9,055 3,450 3,041 
1959 9,284 3,623 3,119 
1960 §,581 3,778 3,221 
1961 10,202 3,964 3,349 
1962 10,664 4,212 3,568 


"BH 





YEAR 


1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 


AGE GROUP 


18-21 


“11,010 


11,220 
12,117 
12,901 
13,709 
14,457 
14,309 
14,512 


ENROLLMENTS 


"A" 
Thousands 


4,451 
4,657 
4,860 
5,346 
5,832 
6,318 
6,901 
6,949 


BRRSRERS| |4 


a 


SOURCES: U. S. Bureau of the Consus, U. S. Office of Education, Fund for the Advancement of Education, and the Nations! Science Foundation,“ 
"At Based on estimated population increase and on a one per cent annual: < 
incresse in the rate of college attendance by the 18-2) year age groupe 
Based on estimated population increase alone, 
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PROPOSED PROGRAM LEVELS 


Mr. THomas, Insert the table on page 119. 

(The information referred to is as follows :) 

A summary of the funds requested for fiscal year 1958 for fellowship and 
the education in the sciences programs and the National Committee for the 


Development of Scientists and Engineers appears below, together with amounts 
available for fiscal year 1957. 


Increase (+-) 


Available, | Estimate, | or de- 
Program or purpose fiscal year | fiscal year | crease (—), 
1958 over 
1957 





$3,265,000 | $5, 700, 000 | +$2, 435, 000 
2,900,000} +1, 925, 000 


jraduate fellowship program.- -....-- natanign tie seek 


| 

| 

| 1957 | 1958 
Education in the sciences -_-_-.-..-....-- | 


10, 975, 000 | 











National Committee for the Development ‘of Scientists and 
Reman ..........<.-- a0 semuNta caatinami aaa aed eae 225, 000 | 150, 000 —75, 000 
aw Bid beat nek, 
I cia ines cl es sensesesecececacens| 14, 465,000 | 18,750,000 | +4, 285, 000 


| 


GRADUATE FELLOWSHIP PROGRAM 


Mr. Tuomas. Your graduate fellowship program states: 


These fellowships have been offered at the graduate student and postdoctoral 
levels, and in the period 1952-56 have provided advanced training in science 
for 3,335 individuals. From fiscal years 1952 through 1955 the type of programs 
offered remained relatively stable. 

What percentage of this fellowship program is given to students 
in their Junior and senior years? I was under the impression it was 
from an M. S. degree on up. 

Dr. WaterMAN. First year graduate wagy, and then the inter- 
mediate year graduate study, and the final ye 

Mr. Tuomas. Nothing below the B.S. et 

Dr. Waterman. That is right. 

Mr. Tuomas. I thought I read where you were taking care of some 
juniors and seniors. You are sure it is not in the justifications? 

Dr. WarerMAN. Not in this fellowship program, sir. We give no 
fellowships there. 

We have postdoctoral and predoctoral. 

Mr. Tuomas. You cite some good quotations from some of the uni- 
versities and their professors, and by and large you set out their ac- 
complishments, the performance of your fellows. 


PREDOCTORAL FELLOWSHIPS 


We will insert the table on page 125, distribution of predoctoral 
fellows by States, Territories and possessions, fiscal year 1956. 
(The information referred to is as follows :) 
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Distribution of predoctoral fellows by States, Territories, and possessions, academic 
year 1956-57 (fiscal year 1956) 

— 
Total Fellow- Total | Fellow- 


applica- ship State applica- ship 
tions awards tions awards 








Alabama 5 New York.__- 508 
Arizona 3 || North Carolina...-.......-.- 48 
I oid | North Dakota 11 
I os cocsdnsithsn inimineneiaa' : : j REP aie! ilicdiaea 110 
Colorado f 5 Oklahoma. : 41 
Connecticut ‘ Oregon .......-- = 34 
Delaware i 2 || Pennsylvs ania | 228 
District of Columbia | Rhode Island 18 
i ¢ South Carolina ae 23 
Georgia South Dakota. .--.-.-..----- | 16 
Idaho ____- ; ‘Tennessee 26 
Illinois 5g Texas . ‘ 67 
i 3 Utah._.- Se 21 
eS ok ee | Vermont... 5 
Kansas. - 9 ee a a 45 
OT ob, een enn wo Sie < Washington rs 61 
Louisiana 3 West Virginia face S 
Maine. é Wisconsin... ae ae 56 
RINE ob. oon nao seo x Wyoming 
Massachusetts 5 3 Alaska. ... 
Michigan 5 27 || Hawaii EA 
Minnesota Puerto Rico- 
Mississippi Canal Zone_. 
Missouri 








-_ 
Conc Ro naiame a Smo SoeHSe 


Less declinations- ._--- 





New Hampshire __ Soo 1 { Total fellowships ac- 
New Jersey : eented, fiscal year 








Mr. Tuomas. I found Tllinois had 208 applicants. California led 
the field, did it not, or was it New York? 

Dr. Waterman. New York. 

Mr. Tuomas. New York, 508 applicants. California had 238 appli- 

‘ants and had the highest record of acceptances of any of the States. 
You had almost 40 or 45 percent acceptance there. The average school 
had about 20 percent of acceptances. 

What does California have that the rest of the States don’t have? 

A total of $2,760,000 is requested in fiscal year 1958. This amount will pro- 


vide for about 1,000 predoctoral fellowships or an increase of 190 over anticipated 
1957 awards. 


Insert pages 128 and 129. 
(The information referred to is as follows :) 


2 (c)-1A. Prepoctorat AWARDS ($2,760,000) 
PROPOSED DISTRIBUTION 


For fiscal year 1958 the proposed pattern of distribution of predoctoral fellow- 
ships is as follows 


Approx tmatel Amount 
average cost fiscal year 


Number of | 
| per fellow 1958 
| 
- 
+= 
oan 


Predoctoral level fellowships 


$2, 521 | $819, 375 
2, 742 987, 120 
3, 027 | 953, 505 


Ist year beivanis 
Intermec liate. 
Terminal. 


Total __- 2, 760, 000 


| 
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Each year approximately a third of the predoctoral awards have been made 
to students entering upon graduate study. It is important to note that since 
the Foundation has the only Federal fellowship program making a significant 
number of awards at the first-year level, this program provides an important 
means whereby the Federal Government can assist in attracting more individuals 
to embark upon scientific careers. 


FACTORS AFFECTING FISCAL YEAR 1958 PREDOCTORAL FELLOWSHIP ESTIMATE 


Proposed increase in total number of fellowships.—During past years, the 
levels of fellowship support under the NSF program have provided assistance 
to less than 2 percent of the full-time graduate students in science and engi- 
neering. 

A teral of $2,760,000 is requested for predoctoral fellowships in fiscal year 
1958 (academic year 1958-59), an increase of $795,000 over the amount available 
in 1957. This amount will provide for about 1,000 predoctoral fellowships, or 
an increase of 190 over anticipated 1957 awards and an increase of 284 over 
actual 1956 awards. There are two basic reasons for requesting an increase 
in the number of fellowships to be available: 

1. In order to provide continued graduate education for a greater percentage 
of those who have already selected science as a career, it is considered highly 
desirable to make more renewal awards available, but not at the expense of 
first-year awards. In fiscal year 1956, 419 out of 2,892 predoctoral fellowship 
applicants represented requests for renewals, or about 14.5 percent of the total. 
Of the 419 renewal requests, only 264 were awarded fellowships. This latter 
figure represents 36.9 percent of all 1956 fellowship awards. Clearly, if the 
desirable objective of renewing fellowships, when the applicant has performed 
well, is to be achieved without at the same time diminishing the number of 
first-time awards, an increase in the total of available fellowships is called for. 

2. Based upon discussions with other agencies and with individual scientists, 
there is a generalized belief that the number of NSF fellowship awards should 
be increased as an immediate means of meeting the shortage of college science 
teachers. Since a substantial portion of NSF fellows have indicated a desire 
to accept academic appointments (23.5 percent, as reflected in the table on p. 
126), a relative increase seems warranted. However, the Foundation is con- 
scious of the fact that care must be exercised to assure that predoctoral awards 
are not increased abruptly and substantially, as university science department 
programs might suffer distortion through drawing off undue numbers of in- 
dividuals from graduate assistantships. 

Increase in costs per fellow.—Not all of the proposed 1958 increase of $795,000 
for predoctoral fellows is due to the increase in numbers of fellows. Each year 
a number of fellows have found it financially difficult to carry on fieldwork 
related to their research. This has been especially true in the life and earth 
sciences. Fellows in other fields, such as physics and chemistry, have found it 
difficult to pay for laboratory supplies used in their research. Accordingly, the 
Foundation plans to provide predoctoral fellows with a limited amount of funds 
to meet such needs. It is estimated that the average cost per fellow for this 
special allowance will be approximately $150. Such allowances will be awarded 
based on the merit of individual cases. 

In addition it is planned to provide for a slight increase in the dependency 
allowance during 1958. 


SENIOR POSTDOCTORAL AWARDS 


Mr. Tuomas. Insert page 131. 
(The information referred to is as follows:) 


SENIOR POSTDOCTORAL PROGRAM 


Senior postdoctoral fellowships are awarded to selected scientists who re- 
ceived their doctoral degrees at least 5 years prior to the time of application. 
The major aims of these fellowships are: 

(a) To provide opportunities for scientists who have demonstrated su- 
perior accomplishments in a special field, to become still more proficient in 
their respective specialties by studying and by doing research—during a 
sabbatical leave period or otherwise; and 
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(b) To provide opportunities for selected scientists to study and under- 
take research in fields complementary to those in which they were trained, 
thereby raising the level of our scientific potential by assuring increased 
recognition of, and competence in, interdisciplinary fields of science. 

Senior postdoctoral fellowships are awarded in March and October of each 
year. The 80 fellowships planned for fiscal year 1958 compares with 35 made 
in fiscal year 1956 and 50 planned in fiscal year 1957; 25 of the 50 fellowships 
planned for fiscal year 1957, were awarded in October of this year. 














REGULAR POSTDOCTORAL AWARDS 






Mr. Tomas. Insert the table on page 130. 
(The information referred to is as follows:) 


2 (c)-1B. Posrpoctorat AWwaArps, $1,340,000 


PROPOSED DISTRIBUTION 


For fiscal year 1958 the proposed pattern of distribution of postdoctoral fellow- 
ships is as follows: 





































| 
| Number of | Approximate | Amount fiscal 
Postdoctoral program | fellowships | average cost | year 1958 
| per fellow 
| | 
of ore UP | 


a 150 | $5, 200 | $780, 000 


INE OED. +. cneéciptoamnsiite <bnesny-< anal 
a 80 | 7, 000 | 560, 000 


Senior program ------ 


Wa Lacsieiinelsisin- fatG.ccwl eke hin - dss tecbset 1, 340, 000 





REGULAR POSTDOCTORAL 





FELLOWSHIP PROGRAM 





Under this program outstanding recipients of the doctoral degree are enabled 
to undertake a period of specialized training which is in some respects compara- 
ble to that associated with internship and residency training in the field of 
medicine. These fellowships provide opportunities for individuals who have 
shown unusual promise, enabling them to continue their education and thus 
become more productive scientists or teachers of scientists. Many of the 
Nation’s leading scientists have testified that similar postdoctoral training, pro- 
vided under programs now out of existence, was of great importance to their 
careers as investigators. 

The major objectives of the National Science Foundation regular postdoctoral 
program are: 

(a) To enable outstanding recipients of the doctoral degree to continue their 
training as independent research workers by beginning or continuing research 
projects or other studies which they have been unable to complete or pursue in 
their predoctoral studies. 

(b) To enable such persons to broaden their training by studying in a field 
other than that in which they studied for their degree, thus promoting a 
desirable type of cross-fertilization between related fields of science. 

The 150 fellowships proposed for fiscal year 1958 is an increase of 30 over 
the number planned for fiscal year 1957. The increase is necessary in order 
to meet an increased need for such fellowships, as evidenced by the increasing 
number of applications and numerous statements from scientists throughout 
the country to the effect that the number of fellowships granted heretofore 
have failed to provide adequately for the needs in this area. 





INCREASE IN COST PER FELLOW 
Mr. Tuomas. I note you have increased the allowance for depend- 
ents by $150. 


Dr. Waterman. The old figure was $350. 
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Mr. Tuomas. It is estimated that the average cost per fellow for 
this special allowance will be approximately $150. That is for 
increased cost. 

Dr. WatTerMAN. That is about it. 


EVALUATION OF SENIOR POSTDOCTORIAL APPLICANTS 


Mr. Tuomas (reading) : 


Senior postdoctorial fellowships are awarded in March and October of each 
year. The 80 fellowships planned for fiscal year 1958 compares with 35 made 
in fiscal year 1956 and 50 planned in fiscal year 1957; 25 of the 50 fellowships 
planned for fiscal year 1957, were awarded in October of this year. 


How do you pick them ? 

Dr. WaTerMAN. By special panels. 

Dr. Krxry. This selection first is made by a panel set up by the 
National Academy of Sciences-National Research Council. Each 
application is gone over at least three times by this group. They 
give a list, an order of merit, from which we recommend to the 
National Science Board for approval. 

Mr. Tuomas. No one is eligible unless he has a bachelor of science 
or a bachelor of arts degree ? 

Dr. Keiuiy. Or the equivalent. 

Mr. Tuomas. What is the equivalent ? 

Dr. Ketiy, Equivalent is judged by the merit of the contributions 
the scientists make. There is one exception you might be interested 
in. 

Mr. Tuomas. Is that what I had in mind when I said a junior or 
senior candidate for his bachelor of science degree ¢ 

Dr. Ketty. No. I will give you one outstanding case, a man who 
had no degree. He was 70 years old but still considered by his com- 
patriots to be an outstanding scholar in mathematics. He received 
a senior postdoctoral fellowship. This was recommended by the 
screening panel of the Academy-C ouncil. 

Mr. Tuomas. Had he been a senior in Rice Institute looking for a 
bachelor of science degree would he be eligible for this fellowship 
money ¢ 

Dr. Ketiy. There are exceptions. 

Mr. Tuomas, A quick answer would be yes, and it would be accur- 
ate, too: would it not? 

Dr. Keiiy. Yes, sir. They are very rare but we do make excep- 
tions. 

SCIENCE FACULTY FELLOWSHIPS 


Mr. Tuomas. Let us insert page 132 and the top of page 133 in the 
record. 
(The information referred to is as follows :) 


2 (c)-—1C. Scrence Facuttry FELLowsuHIes, $1,100,000 


The program of science faculty fellowships is designed to improve the stand- 
ard of college-level science instruction by providing teachers of science with 
opportunities for pursuing courses that will provide them with a better under- 
standing and knowledge of their respective fields of science; and will also assist 
in focusing greater attention on the crucial importance of those faculty members, 
concerned primarily with instruction, in increasing our scientific manpower 
supply. 
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As indicated in the table immediately below, there are now approximately 3 
million students enrolled in colleges in the United States, with anticipated 1965 
enrollments rising to 4.9 million, an increase of approximately 70 percent. 


Projected 
regular session 
Academic year: enrollment 
FOG a sien a Ahh bbl ar aibiaitl. sia Beis the Laiidaeiwieenws 2, 755, 000 


teal dak b alnthipethent sible niki daslapiceid apie metidmapindatecerb em mareictee 4, 451, 000 
BG 155 Ao iS Late BORE nos — etal ate debates iriesneeewedee sie 4, 860, 000 


To provide for this anticipated increase of 70 percent in college enrollments, 
we will need a minimum of 70 percent more college teachers in 1965 than we 
have today, even to maintain the standards of present-day instruction. However, 
in our colleges and universities today there are many science teachers who need 
additional training in order to utilize their capabilities to the fullest. Therefore, 
to improve the teaching of science in our colleges and universities will require 
not only more but also better instruction. Success in the undergraduate educa- 
tion of scientists, mathematicians, and engineers is predominantly dependent 
upon teacher quality. Therefore, the quality of our science teaching is crucial, 
for it is the teacher who creates the conditions which may either stimulate or 
deaden a student’s latent interest and ability. 

Specifically, the best data currentiy a,aiuuble indicate that in 1955 there were 
approximately 196,000 persons engaged in university and college teaching. 
About 50,000 to 60,000 were teaching in the scientific, mathematical, and engi- 
neering areas. Assuming continuation of the present college-going rate for 
high-school graduates (a more conservative assumption) and the present student- 
faculty ratios, a need for about 495,000 university and college teachers may be 
projected for 1970 (see chart on page 1369). Although obviously every effort 
must be made to recruit and train the persons that will be required, at the 
present it seems unlikely that enough teachers will be available to meet the 
rapidly growing needs of the academic community. It seems imperative, then, 
that a concerted effort must be made to assist science faculty members to 
achieve their maximum degree of competence if we are to maintain even the 
present standards of college-level science education. 


Mr. Tuomas. We will spend $1,100,000 on this program this year. 
Are we going to send the professors back to college? Who is going 
to school here? Is the faculty going back to school ¢ 

Dr. WATERMAN. Smaller ieaae will benefit from this because that 
is where the teaching load is so heavy and their financial situation 
is such that they cannot allow sabbatical years of absence to their 
teaching staff. We feel this will be a help. 

Mr. Tuomas. This is really good, then. 

Dr. Bronx. I think so. This will qualify us to handle the increased 
load. 

Dr. Houston. We make a very considerable effort at Rice Institute 
to provide every 6 or 7 years a half year’s leave with full pay. 

Because one of our men in physics got one of these senior fellow- 
ships he got a full year’s leave with pay from the Institute for a 
half year, and was able to live on this kind of a grant the rest of 
the year, and he spends the year in England and other places in 
Europe refreshing himself by contact with the people there. 

To my mind it is one of the most helpful things to any faculty 
to have that kind of a refresher work every 6 or 7 years. This is an 
aid to it in many places. 

Mr. Tuomas. That is all right. 
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SPECIAL FELLOWSHIPS 


$500,000 a year for special fellowships, 
Insert page 134. 
(The information referred to is as follows:) 


2 (c)-1D. Specrat FELLowsnuies, $500,000 


In the last 2 or 3 years there has been considerable evidence that in 
certain fields of science, particularly those related to defense, there are acute 
and immediate shortages of trained persons. The shortages occur at two 
levels, that of the top quality researcher and that of the highly skilled tech- 
nologist. The Foundation proposes to establish special programs in these areas 
to assist in meeting the immediate need for trained personnel to aid in over- 
coming these special shortages. The thought has been that our present fellowship 
and related programs are and should be designed to meet fairly long-range 
needs and thus should not be converted in whole or in part to immediate 
programs. 

Planning for this program is in the preliminary stages both as to the most 
effective method of operation and as to which narrowly circumscribed fields 
of research and development merit pinpoint attention. From the operational 
standpoint at least two methods seem to be worthy of further careful attention. 
The first is to establish a fellowship program essentially like that already in 
existence but to provide awards for study only in specific fields or subfields. 
A second possible method is to establish, with the cooperation of carefully 
chosen academic institutions, special training centers in the chosen fields. This 
kind of mechanism would bear a resemblance to the institutes of the Founda- 
tion’s education in the sciences program. 

Although the fields which should receive special attention have not yet been 
finally identified it is possible to identify some areas which require special 
attention. Among the areas now known to require additional specialists are 
the fields of aeronautical engineering, nuclear energy research and development 
and electronic computer technology. The relative needs, by field of science, 
will be assessed during fiscal year 1957 in order to assure that the program ful- 
fills the greatest needs of industry, education, and government. 


Mr. Tuomas. This is a new activity in fellowships, is it not? 

Dr. WarTerRMAN. Yes, sir. 

Mr. Tuomas. What is the reasonable limit on this program in num- 
bers and in dollars? 

Dr. WaterMAN. That is definitely an emergency-type program. 

Mr. Tuomas. How long will it last ? 

Dr. WaterMAN. That depends on how long the emergency lasts. 

Mr. Tuomas. The emergency has been going since 1939. 

What is the number of the staff ? 

Dr. Ketter. This is still in the process of review. The stipends 
probably will be like the senior postdoctorates. 

Mr. Tuomas. At least they are good. There is a scarcity of quali- 
fied people in the field. 
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SUMMARY OF 1958 FELLOWSHIP PROGRAM 


Let us insert the table on page 135. 
(The information referred to is as follows :) 


Fellowship program fiscal year 1958 


} 
| Average 
| stipend | Average | Average | Average | Average 
Program and level | Number |} and de- | tuition | travel al-| special al- per 

| pendency! and fees | lowance | lowance | fellow 
allowance) 


a 


Predoctoral: | 
First_ , r d | 25 | $1,660 $661 
Intermediate... cal 36 2, 025 | 537 
See... he a 315 2, 310 | 


Subtotal. -__- 
Postdoctoral: 
Regular 
Senior-_-_- 
Subtotal. _- 
Science faculty _- . 
Special-__. : 2, 025 





Total 


EDUCATION IN THE SCIENCES 


Mr. Tuomas. Insert page 136. 
(The information referred to is as follows :) 


Education in the sciences, comparison of p eogahans, fiscal year 1956 


——_——— . - 
| 


Total 


$819, 375 
987, 120 
953, 505 


| 2, 760, 000 


780, 000 
560, 000 


| 1, 340, 000 


1, 100, 000 
500, 000 


| 5, 700, 000 


| 
Actual, fiscal Estimate, Estimate, 


Activities and programs | year 1956 fiscal year fiscal year 


1957 


(a) Science teacher training programs (strengthening present | 
science teachers) : 

(1) Summer institutes: | 

High school teachers. -..........-- st 2) 615. 270 f $5,000, 000 

College teachers..............---...-. — rr i 275, 000 

(2) Academic-year institutes -_-.__---- feted | 504, 700 4, 500, 000 


| 


nahi anwcickcyaaibdee tae om ne , 119, 970 9, 775, 000 


(6) Student programs (interesting able students in careers in 
science and science teaching): 
(1) Visiting scientists program _.-_.........-.----. ‘ 240, 000 
(2) Student participation programs. -.......... . 5, 395, 000 
(3) Career information materials- --- ---.-- b 25, 000 








Subtotal ae 279, 660, 000 | 


(c) Curricula programs (improvement of science curricula): 
(1) Supplementary teaching aids__----_- =e | 465, 000 
(2) Subject-matter syllabuses for science tes achers 0 
(3) Regional conferences for improvement of science | | 
training oa _ ‘ 7, | 50, 000 | 


Subtotal , | 515, 000 | 
(d) Program evaluation. ---- POA LE EEE I IAS: , 455 | 25, 000 


Total_.- chien iti iia aha | 1, 434, 27: 10, 975, 000 | 


1958 


$5, 000, 000 


500, 000 
4, 500, 000 


10, 000, 000 


350, 000 
650, 000 
50, 000 


1, 050, 000 


1, 400, 000 
150, 0LO0 


150, 000 


1, 700, 000 
150, 000 


12, 900, 000 


NSTITUTES FOR HIGH SCHOOL SCIENCE AND MATHEMATICS TEACHERS 


Mr. Tuomas. Insert pages 141 through 148. 
(The information referred to is as follows:) 
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Institutes for science and mathematics teachers, fiscal year 1957 


FOR HIGH-SCHOOL TEACHERS ONLY 


Host institution 


Fields of study 


Astron-| Biol- | onem| Earth | General 





sthe-| Physics Radiation 





|. 
ton, D.C 


Ariz 


burg, Pa 


bridge, Mass 
ton, D. 


ton, Ind 


Ww. 


man, Mont-- 
more, Md 


Ky 


ham, N.C 


Ind 
tute, Troy, N. 
wick, N. J 


Jose, vee. " 


teachers). 








Ms 
omy | ogy istry |selences| science | matics biology ' 
Repos | aS sa aes 
ialitiletiat | | 
Allegheny College, Meadville, | 
.| x x x ie : a 
American U niversity, WwW ashing- | | 
/ = | mis 
rizona State College, Flagstaff, | | 
, XxX > xz Fs x x a oe se 
Atlanta: University, Atlanta, Ga_| a | a xX Miviit 
Baylor University, Waco, Tex mo ae xX 
Bucknell U niversity, Lewis- 
x a x xX 
Clarkson College of Technology, | | 
Potsdam, N. Y----_-- | ae x Mill 
Colorado College, Colorado | 
Springs, Colo x KS x x x > 
Columbia University Teachers | | | 
College, New York, N. | x 
Cornell University, Ithaca, N.Y | xX sol j 
Duke University, Durham; N.C = }-% xX X X 
Harvard U niversity, Cam- | | < 
Howard Bere, Washing- r 
4 } 
Indiana U Iaivteaiig, 2 Blooming- 
| xX | 7 
Iowa State College, A mes, Iowa_| x xX X } 
Iowa State Teachers College, | | 
Cedar Falls, Iowa_- | = I 
Kansas State Teachers College, | | z 
Emporia, Kans | aor X 7 
Louisiana State University, 
Baton Rouge La___. | a T 2 xX x 
Marshé e College, Huntington, | 
xX Teed ‘ xX 
Miami U niversity, Oxford, Ohio x 
Michigan State University, | | | > oS 
East Lansing, Mich- x x x I 
Montana State College, Bore- | x | 
Morgan State College, Balti- | | 
_ 7 + coe xX xX a Z 
Murray State College, Murray, | 
| x xX | 2 
New Mexico Highlands Uni- | Z 
versity, Las Vegas, N. Mex x J 
North Carolina College, Dur- | } 
x xX x a” bate 
Oak Ridge Institute of Nuclear | i wm 
Studies, Oak Ridge, Tenn bemend xX o<e4 aii x |. 
Ohio University, Athens, Ohio_.| X xX xX xX | xX am? Ee " 
Ohio Wesleyan University, Del- 2d 4 4 . 
aware, Ohio__- : = x aT xX “ 
Oklahoma A. and M. College, j j 7 z 
Stillwater, Okla__- x x x x _ 
Polytechnic Institute of Puerto | : 
Rico, San German, P. R fo. “ Ke [owen nse h eg, 
Purdue University, Lafayette, | 
= : : i 
ned | | 
snsselae Polytec hnic Insti- | 
Rensselaer Bs. x wil no = / 4 
Rt itgers U niversity, New Bruns- x 
Sen Jose State College, San | 
n Jose ta oe x x x x x ae ; 
South Pakota State College, | : J ; 
Sirokines B: DR. nccndoeceal=--+e>"— BR | Re. Yiswea-n- fe ccteaseee 2 KX foonsdehs.e 
Southern Me thodist U niversity, | j ; : 
Dallas, Tex___. fase cee xX x xX These a lb fecalelban 
State Teachers College, " One- 
onta, N. Y. (junior high school | 2 
Bo ad Bat dap Renata J 
State University of Iowa, Iowa | : 
City, lowe. . preemies pont , x os--tse~s 
Ste yhen ustin State Co ege, ; : 
Nacogdeches, Ts ater dni X X peeccese|oun-s--- xX 


1 Sponsored jointly with Atomic Energy Commission, 
22 Separate institutes. 





1380 


Institutes for science and mathematics teachers, fiscal year 1957—Continued 
FOR HIGH-SCHOOL TEACHERS ONLY—Continued 





Fields of study 





Host institution | j } 
Astron-} Biol- | Chem-| Earth | General | Mathe-| Physics! Radiation 
ogy istry |sciences| science | matics | biology ' 





St. Louis University, St. Louis, 
— | x 


we 





m4 


University of Alabama, Univer- | 
sity, Ala 

University of Alaska, College, 
Alaska 

University of Arizona, Tucson, | 


ww HW 


University of Arkansas, Fayette, 
ville, Ark. .| 

University of Buffalo, Buffalo, 
N.Y 


b 
. 
w 








4 


U a of California,’ Berke- 
ley, Calif -sbaidaniianatethsadinn 
University of California, Los 


Angeles, Calif 
University of Chicago, Chicago, 





A 


a | 





University of Colorado, ‘Boulder, 
Colo 
University of Hawaii, Honolulu, 


b4 


University of Idaho, Moscow, 
Idaho 

University of Mary): ind, College | 
Park, Md__- 

University of Massachusetts, | 
Amherst, Mass 

University of Minnesota, “Du- 
luth, Minn __-- 

University of Minnesota, Minne- 
apolis, Minn 

University of Mississippi, Uni- 
versity, Miss - 

University of Missouri, Colum- | 
bia, Mo. 

University of New Hampshire, 
Durham, N. H 

University of New Mexico, Al 
buquerque, N. Mex. 

University of North Carolina, 
Chapel Hill, N. C_._- 

University of North Dakota, 
Grand Forks, N. Dak__-- 

University of Notre Dame, 
Notre Dame, Ind did, 

University of Oklahoma, Nor- | 
man, Okla -| 

University of Pennsylvania, 
Philadelphia, Pa- 

University of Roc hester, Roch- 
ester, N. Y- 

University of South Dakota, 
Vermillion, 8. Dak-- | 

University of Tennessee, Knox- | 
ville, Tenn. 

— of Texas, Austin, 


Univers ity of V ermont, Burling- 
ton, Vt .| 
Iniversity of Wisconsin, Madi- | 
son, Wis 

University of Wyon ing,‘ Lara- 
mie, Wyo. | 

Utah State Agric vultural Col- 
lege, Logan, Utah. 

Virginia Polytechnic Institute, 
Blacksburg, Va 
1 Sponsored jointly with Atomic Energy Commission. 42 institute, one in mathematics only. 
3 2 institutes, one in chemistry only. 
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Institutes for science and mathematics teachers, fiscal year 1957—-Continued 
FOR HIGH-SCHOOL TEACHERS ONLY—Continued 


| Fields of study 


Host institution 
| Astron-| Biol- | Chem-| Earth | General | Mathe-| Physics Radiation 
omy ogy istry |sciences| science | matics biology ! 





Wayne University, Detroit, | 
Mich 

Wesleyan University, Middle- | 
town, Conn 

Western Michigan 
Kalamazoo, Mich . 

Worcester Polytechnic Institute 
Worcester, Mass : 


FOR HIGH-SCHOOL AND COLLEGE TEACHERS 


Claremont College, Claremont, 
Calif 


| | 
. : | | 
Montana State College, Boze- 
- | 


x 


man, Mont 

University of Washington, 
Seattle, Wash - -- 

University of Kansas, Lawrence, 
Ree SKububeseneu' 


1 Sponsored jointly with Atomic Energy Commission. 


FOR COLLEGE TEACHERS ONLY 
Host institution: Fields of study 
Cornell University, Ithaca, N. Y - ion ee ? Botany. 
University of Colorado, Boulder, Calo ; Mathematics. 
University of Minois, Urbana, ill . Geology. 
University of North Carolina, Chapel Hill, N. C i ; Chemistry. 
University of Oregon, Eugene, Oreg adeesmaveyidiatetint ney) sbuas . Marine biology. 


Screntiric INFORMATION EXCHANGE 


Mr. Tuomas. Insert pages 180 through 186 in the record. 
(The information referred to is as follows :) 


Scientific information exchange—Summary of obligations by activities 


| Increase (+) 
Actual, Estimated, Estimated, or de- 
fiscal year fiscal year fiscal year crease (—), 
1956 1957 1958 1958 over 
1957 


| 


Dissemination of scientific information: 
Foreign science information program $133, 969 $245, 000 $650, 000 +$405, 000 
Government research information. ---- .| 29, 500 66, 500 95, 000 | +28, 500 
Support of scientific publications and ‘ref- 

Ce Se pa etuae 4 98, 301 | 100, 000 125, 000 +25, 000 
Research on Scientific information problems | 86, 750 | 240, 000 264, 000 | +24, 000 
Allocated working fund to the L ibr: ary of } | 

i 28, 234 | 31, 003 0 —31, 003 
Operating costs 107, 236 197, 300 246, 000 +48, 700 

Attendance at international scie ntific 1 meetings | 46, 043 90, 000 175, 000 +85, 000 


530, 033 969, 803 | 1, 555, 000 +585, 197 
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Summary of obligations by object 


ee _ = — — 7 SD 





Increase (+) 
Actual, | Estimated, Estimated, or de- 
fiscal year fiscal year | fiscal year | crease (—), 
1956 1957 1958 | 1958 over 
| 1957 


Personal services $108, 162 $193, 356 $201, 000 +-$7, 644 
Travel Eaveeetciestaidencsancatancsh<=sb1 5, 605 10, 000 12, 500 +2, 500 
Communication services 45 | 100 0 | —100 
Printing and reproduction. -_.._............| 14, 792 | 15, 900 | 15, 000 —900 
Other contractual services: 
Research contracts... - att e 2, 464 41, 500 234, 000 +192, 500 
Administrative ike | 2, 716 3, 300 2, 000 —1, 300 
Security investigations. __----- 3, 375 | 4, 000 2, 400 | —1, 600 
Subtotal. Ageankeoe , 555 48, 800 238, 400 | +189, 600 
Supplies and materials. __--_-_- ; 621 | 700 0 —700 
Equipment , 0 647 0 —647 








Grants, subsidies, and contributions “ 382, 099 700, 000 | , 075, 000 +-375, 000 
Contribution to the retirement fund all 0 | 0 | 12, 800 +12, 800 


Subtotal ” “ inn 382, 099 700, 000 | . 800 +387, 800 


Taxes and assessments. d ve 154 | 300 300 | 0 


cet ee E 530, 033 | 969, 803 | 1, 555, 000 | +-585, 197 
| | 


3. SCIENTIFIC INFORMATION EXCHANGE 


Available, 1957, $969,803. 

Estimate, 1958, $1,555,000. 

The activity “Scientific information exchange’ encompasses the programs of 
the Foundation for the dissemination of scientific information, including the 
allied administrative costs, and the attendance of American scientists at inter- 
national scientific meetings. These programs and the amouns requested for fiscal 
year 1958 will be discussed in justifications which follow. 


, 


BASIC AUTHORITY FOR “SCIENTIFIC INFORMATION EXCHANGE” PROGRAMS 
Programs in support of scientific information exchange are carried on under 
authority of the National Science Foundation Act of 1950, as amended (42 
U. 8S. C. 1861-1875), which authorizes and directs the Foundation to: “* * * 
foster the interchange of scientific information among scientists in the United 
States and foreign countries. * * *” 


OBJECTIVES 


1. To insure the availability to United States science and the people of the 
United States the results of foreign as well as domestic scientific research and 
development. 

2. To facilitate the dissemination of the results of unclassified and declassi- 
fied United States Government-supported scientific research to United States 
scientists. 

3. To assure, wherever possible, the continued publication of important scien- 
tifie periodicals, particularly of domestic origin, the issuance of significant 
learned scientific writings and monographs, and the general availability of 
valuable reference aids and indexes. 

4. To encourage and support research directed to improving methods for the 
dissemination of scientific information. 

5. To promote the interchange of scientific information between United States 
and foreign scientists by providing travel assistance to attend international 
scientific meetings. 


NEED FOR IMPROVED SCIENTIFIC COMMUNICATION 


The basic purpose of the Foundation’s program for the dissemination of 
scientific information is to make the results of research more rapidly and readily 
available for our scientists. The less time scientists must spend in searching out 
information on what is already known, and the wider their knowledge of past 
research, the better they can design, plan, and execute the new experiments they 





1383 


are carrying on. Thus, they will be less likely to waste time repeating old ex- 
periments and will have more time to carry on profitable new research. The 
harmful delays which result to scientific progress by inadequate information 
and communication among scientists can be illustrated by mentioning here two 
eases chosen from hundreds: For example, the antibiotic properties of the mold, 
penicillium (which led to the discovery of penicillin) was reported by Gosio in 
1896 in an Italian journal, Reviews of Sanitary Engineering, but from lack of 
translation and of proper distribution of scientific information, it lay dormant 
in the literature and was finally rediscovered 30 years later by Sir Alexander 
Fleming. Also, the use of an extract of the plant Rauwolfia as a tranquilizing 
drug for use in treatment of emotional disturbances was reported in a book on 
native African medicine by Dr. G. W. Harley, but remained essentially “lost” 
to science for 10 years because the men who were in a position to develop the 
drug for modern medical use had no way to learn, except by accident, of its value 
and use. 

Another example, which has had an effect on American industry is given by the 
fact that about 1848 Prof. Willard Gibbs, of Yale University, published in the 
Transactions of the Connecticut Academy of Science an article on the “phase- 
rule,” detailing the manner in which the physical states of elements are affected 
by varying conditions of temperature, pressure, and concentration. This funda- 
mental development rested quietly in the literature of science for about 40 years, 
until the great German chemist, Ostwald, discovered Professor Gibbs’ article 
by accident, noted its value, and caused it to be made available to scientists of 
his nation by translation into German. Basing their studies upon the “phase- 
rule” discoveries of Professor Gibbs, German scientists were able to develop 
their fundamental knowledge of alloys, with particular emphasis upon modern 
alloy steels. It has been almost embarrassing to American scientists that a 
fundamental American discovery came to their attention many years later from 
foreign sources. 

Insofar as scientific progress is concerned, the wide dissemination of scien- 
tifie information is important in exactly the same manner as wide distribution 
of advertising is to a manufacturer. Advertising men and manufacturers realize, 
in selecting publications to carry their advertisements, that a wide distribution 
is necessary ; not every reader becomes a purchaser, but a certain percentage of 
readers can be expected to find the advertised product of interest. Similarly, 
in disseminating scientific information, a particular article may not be of signifi- 
cance or interest to every reader, but by assuring a wide distribution, the chances 
of bringing a particular item of information to the scientist who can use it are 
vastly increased. Advertising which increases sales results in augmented profits 
to the corporation: increased dissemination of scientific information is likewise 
profitable to science through the stimulation of scientific progress. The need for 
wider dissemination of published information is illustrated by the fact that the 
effect of the solution 2, 4-D on plant foliage was known and published, but failed 
for 20 years, because of limited distribution, to come to the attention of those 
who could visualize the application of this substance as a weedkiller. 

Improvements in scientific information facilities will be reflected in improved 
utilization of scientists’ time—the overall effect will be like an increase in the 
number of available scientists. Quoting the staff study accompaning the Presi- 
dential designation of the recently appointed National Committee for the Develop- 
ment of Scientists and Engineers: “A 10-percent improvement in the utilization 
of engineers would be equivalent to a 10-percent increase in the supply.” 


Programs of other governments 


Many governments consider dissemination of scientific information to be so 
important that they have set up major government scientific information centers. 
The French National Center for Scientific Research has a documentation center 
which issues an abstract bulletin in French covering about 100,000 scientific papers 
annually in all fields of science. The center maintains a file of copies of all papers 
abstracted and is therefore able to supply scientists with microfilm or photostat 
copies. It also publishes a monthly journal of summaries of the principal scien- 
tifie and technical journals, so that scientists in France may learn quickly what is 
contained in the latest journals. It also offers translation services and prepares 
specialized bibliographies on request. 

The Russian Academy of Sciences in 1952 established an Institute of Scientific 
Information which now has some 1,800 staff members. This institute publishes 
13 abstract journals which annually contain about 400,000 abstracts from about 
10,000 Russian and non-Russian periodicals, covering all the major fields of 
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science. About 13,000 cooperating professional scientists and engineers prepare 
the abstracts in their specialized fields. Because the drafting, printing, and dis- 
tribution of carefully prepared abstracts is a time-consuming job, the institute 
meets the needs of science and industry for up-to-date information by publishing 
20 “express” journals which get summaries of current research and development 
in the hands of selected scientists within 2 or 3 weeks. The Russian institute 
also compiles reviews which summarize progress in specialized fields ; it supplies 
photocopies of the original complete article upon request whenever scientists find 
the abstract is insufficient for their needs; and it fills requests for translations 
from scientists who cannot read the language in which the article was written. 
The institute aiso compiles technical foreign language dictionaries (English- 
Russian, Chinese-Russian, German-Russian, and so no) to help the Russian 
scientist to follow work in non-Russian scientific literature. In addition, it is 
conducting an extensive program of research on improved methods for scientific 
dissemination, particularly on mechanized methods of searching scientific litera- 
ture and on machine translation. 

Other nations, notably Mexico, India, and Egypt, have established similar 
national centers to serve their scientists and engineers. 


Scientific information services in the United States 

In the United States, it does not appear to be either feasible or desirable to 
centralize in government the preparation and publication of abstract journals 
and other types of scientific information services. Reference publications in 
the United States which cover certain portions of scientific literature have been 
built up over a period of many decades, primarily by related scientific societies, 
and cover much of the world’s scientific literature pertinent to their special 
fields. Some fields, such as chemistry, are very well served by large compre- 
hensive abstracting serives in English. For example, Chemical Abstracts, a 
publication of the American Chemical Society, last year published and indexed 
about 85,000 abstracts of as many articles in chemistry. In some other fields, 
such as biology, abstracting is performed by a multiplicity of services, but 
coverage is generally not complete. For example, in biology the largest service, 
Biological Abstracts, covers no more than 20 percent of the literature, and the 
many smaller specialized services try to do other parts of the job. In still other 
fields of science there are broad areas not covered at all in English by periodic 
reference services; geophysics, for example. (The nearest approach to ade- 
quate coverage of geophysics in any language has been achieved by the Institute 
of Scientific Information of the U. S. 8S. R.) 

These examples, above, indicate the scope of the problem of providing scientific 
information in the United States. Solution to the problem in the United States 
must be along the following lines: 

First, to encourage the organization of new abstracting and indexing 
services in fields not already served by good abstracting journals; 

Second, to assist those already operating but covering only a limited 
portion of their literature to expand their coverage; and 

Third, to help develop a scheme whereby the work of all of the services 
may be coordinated to eliminate, where feasible, unnecessary duplication 
of effort and expense, 


Mr. Tuomas. This table shows you will spend $585,197 more than 
last year, bringing the total for this year up to $1,555,000 for your 
scientific information exchange program. 

You show an increase of $85,000 for attendance at international 
scientific meetings, bringing the total to $175,000. 

Do you think that is a justifiable expenditure with a tight national 
budget of only $73 billion as we have this year? 

Dr, WarerMAN. For a small item it gets very fine returns, Mr. 
Chairman. This gives firsthand contact with foreign scientists and 
what they are doing, which is very important. 

Mr. Tuomas. Allright. I will ask one more question you gentleman 
should think about and then give us an answer. 

In going through your own budget, with which you are very fa- 
miliar, making due allowance for what is absolutely necessary, in 
other words, what is absolutely needed in your program and that 
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which is desirable—and there is a distinction of what is desirable 
and what is absolutely necessary—which one of your new programs 
and which amounts of money would you reduce? 


DISSEMINATION OF SCIENTIFIC INFORMATION 


Mr. Tuomas. Dr. Adams said something this morning which has 
stuck in my mind. I always thought perhaps we were throwi ing some 
money out of the window every year printing some 30 or 40 publica- 
tions and sending them not only to our people here but all over the 
world. 

Dr. Adams was good enough to make some observations this morn- 
ing and spoke about research in cancer and doing something about 
these diseases from the standpoint of chemistry. 

He stated that perhaps the basic research which held the answers 
already had been done, research which held the answer to the actual 
curing of these horrible mankilling diseases, and furthermore he 
brought out that at some time somebody would put them all together 
and come up with the answer. 

That is the printing program, is it not! 

Dr. Apams. It is more than that. 

Mr. Tuomas. I mean you will not get it together without your 
printing program. That is where your - information is disseminated, 
and somebody will pull it together some time, and it will facilitate 
putting these things together. 

Dr. Anams. That is right. 

Mr. Evins. We are advised by the Atomic Energy Commission 
that they are providing 40 nations with libraries of atomic infor- 
mation. 

The Atomic Energy Commission provides these libraries; we pro- 
vide great quantities of documents and information. What are we 
in turn receiving? We are providing our information. What do we 
get in return? 

FOREIGN SCIENCE INFORMATION PROGRAM 


Dr. Warerman. Translation of foreign documents is one way. 
Dr. Thompson, head of our scientific information office, has given 
a great deal of thought to this and has a progressive program on it. 

Mr. Tuomas. That is not what Mr. Evins asked. 

He asked what the foreign countries are sending to us. 

We have the Smithsonian Institution and it is their job to take all 
the scientific papers from all our scientific agencies and they do the 
shipping. 

have heard them testify dozens of times before this committee. 
They say we get hundreds even from Russia. I have no reason to 
doubt their word. And after we get them from these countries then 
it is a question of what value they are to us. 

I doubt if they have been of very much value in the past because 
no one could read them and translate them. 

The Harvard Research Foundation translates not only Russian 
scientific papers but perhaps some other foreign language papers. 

Dr. WATERMAN. Russian is the primary one. 

The first item on page 180 concerns the translation of foreign science 
articles into English. These are primarily Russian, and very badly 
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needed because this is the only source by which we can find out what 
the Russians are doing. 

Mr. Tuomas. Up until this program we were practically nil on the 
subject, weren’t we? 

Dr. WaterMAN. That is right. 

Mr. Tromas. We might have a State Department officer or a serv- 
ice officer who could tell us whit they were doing after spending 
several years there, but no papers. 

Insert pages 187 through 192 in the record. 

(The information referred to is as follows :) 


DISSEMINATION OF SCIENTIFIC INFORMATION 


Estimate, fiscal year 1958, $1,380,000. 
Foreign science information program, $650,000. 


Summary of ee 


Actual, fiscal} Available, Estimate, 


1957 1958 


Translations of journals and monographs___.._............... 
Importation and deposit of foreign journals... .-.___-- 35, 000 | 55, 000 
Abstracting of foreign literature _ pt hoghoe tease 20, 000 30, 000 
Cooperative translation of spec ial papers $6%- | 0 6, 400 
Translation depositories and ee of translations___-| 20, 000 24, 000 
Special projects_________- ft 4 ay: | 34, 58: 0 | 71, 800 


$170, 000 $463, 000 


year 1956 | fiscal year fiscal year 


Total__. 5 ; ‘wal J 33, 969 | 245, 000 | 650, 000 


In order to fulfill a program which will assure scientists and engineers in 
the United States maximum practicable accessibility to the results of foreign 
scientific research, the foreign science information program supports and en- 
courages efforts in the areas listed below. 

(a) Translation of journals and monographs, $463,000.—The most intensive 
effort of the Foundation in the foreign language science field thus far has been 
the complete translation of a number of Russian scientific journals. The Foun- 
dation found in 1953 that such a program was feasible and provided the support 
necessary to translate 230 Russian articles in physics. 

Through careful attention to the econmics of producing and publishing trans- 
lations, the costs to the Foundation have been substantially reduced to about 
$13 per page for approximately 9,500 pages in 1956, in which year all issues 
of 4 Russian journals in physics were translated from cover to cover. Exper- 
ience to date indicates that translation of those Russian scientific and technical 
journals which should have reasonably wide circulation among the Nation’s 
scientists can probably be accomplished without cost to the Government once 
the project is well underway. The fact that the first Russian physics journal, 
translated with help from the Foundation, now has over 750 paid subscriptions, 
which provide sufficient funds to meet all the current costs of production and 
disrtibution, indicates a strong probability that many of the major science 
journals can be handled in a like fashion, and after an initial period of 3 to 5 
years can become self-sustaining. Of course, there are also many scientific and 
technical journals published in Russian and other languages, which relate to 
areas important to science in the United States, and which if put out in complete 
English translation might not have the same potential for becoming self-support- 
ing, because of the limited numbers of American scientific workers in the field. 
The Foundation plans to determine the value of English translations of these 
journals by preliminary studies of demand and significance and then by support- 
ing the publication of carefully selected ones on a trial basis. 

It is likely that the impetus given to Russian scientific research in recent years 
is due at least partially to the systematic way their scientists have access to the 
world scientific literature. In recognition of this relationship of information 
to scientific progress, the Foundation will expand the program in fiscal year 
1958 to provide complete translations of the principal Russian journals in 
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physics, chemistry, mathematics, the life sciences, the earth sciences, and the 
engineering sciences. Several cases have come to light in which, due to the 
language barrier, American scientific and engineering progress has been re- 
tarded by our lack of knowledge of research and development already completed 
by Soviet scientists. Recently our attention has been called to the development 
and perfection by the Russians of a turbodrill for speeding the drilling of oil 
wells. This development was published by the Russians in their own literature 
6 or 7 years ago, but was not known to our engineers until very recently because 
of the problem of translation and the lack of operating facilities for abstracting 
and distributing such information. There have been other cases where valuable 
time was lost because we were duplicating work Soviet scientists had already 
completed. It can be readily appreciated that duplication of research by Ameri- 
can scientists because of absence of information on developments in other na- 
tions is costly in both time and money. 

In addition to the scientific reports from foreign countries which appear in 
periodicals, there are also significant findings published in books, and special 
learned writings or monographs. Since books and monographs are infrequently 
translated—except when there is a potential market to justify commercial trans- 
lation and publication—much of the information they contain is not readily 
available to research scientists. The Foundation encourages publication of such 
information by providing financial assistance for translation in selected cases. 
To make sure that Federal funds are being used only to stimulate needed publi- 
cation and are not being used to support profit-making enterprises, the Founda- 
tion arranges through contract with the translators and publishers to recover 
funds up to the amount of initial support whenever the sales income exceeds the 
cost. 

In previous years a limited number of monograph translations were published 
with Foundation support. In 1958 this program will be expanded to support 
the translation and publication of approximately 5,000 pages of selected learned 
scientific monographs, principally from the Russians. 

(b) Importation and deposit of foreign journals, $55,000.—It is known that 
many useful and potentially useful research publications are not received in 
the United States simply because universities, libraries, and other similar or- 
ganizations cannot afford the expense of the subscriptions on top of budgets 
already strained by high costs. In cognizance of this fact, in fiscal year 1957 
the Foundation, with the cooperation of other Government agencies, initiated 
& program to assist in the acquisition and maintenance of collections of foreign 
scientific journals, The pioneer effort in this area was a grant to the Midwest 
Inter-Library Center, a nonprofit library sponsored by 17 university and re- 
search groups, to support subscriptions to all foreign chemical journals ab- 
stracted in Chemical Abstracts which, insofar as the center was able to deter- 
mine, are not now being received in this country. Announcements will be made 
of the availability of these journals, and microfilm or photocopies of articles 
will be loaned on request. These journals will also be made available to ab- 
stracting and translating services. This program should reach full growth 
during fiscal year 1958 when journals in physics, the life sciences, and engi- 
neering will be acquired either in the original center or similar centers and made 
available to the working scientists in those fields. 

(c) Abstracting of foreign literature, $30,000.—Because of the rapid world- 
wide growth of the literature pertinent to the research scientist’s work, it has 
become virtually impossible for him to read all the scientific journals published 
in his field. For the same reason it is virtually impossible for any one abstract 
journal to summarize all of the literature in a particular scientific area. Yet, 
if a scientist is to plan and execute his research wisely and to avoid undue dupli- 
cation of effort, he should be aware of the results obtained by other men in his 
field. Many instances have come to light of valuable time, energy, and money 
which could have been conserved if a worker had been aware of similar work 
already done in other laboratories; for example, preceding pages have described 
the lag in development of penicillin and tranquilizing drugs due to unavailability 
of information. Also, in the development of insecticides, research scientists in 
the United States devoted considerable time and money to develop ways to 
prepare new compounds for testing only to find later that such methods had 
already have been worked out. Although, in general, the abstract journals at- 
tempt to cover foreign literature, the recent improved availability and increased 
output of Russian scientific research have increased the supply of literature 
faster than the abstracting services have been able to absorb it. 
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Because of the concentrated efforts of the U. 8. S. R. to achieve a thorough 
and comprehensive abstraction of biological literature, the Foundation and 
Biological Abstracts found that the most efficient and authoritative means for 
improving United States coverage of foreign literature was to translate abstract 
journals directly from the Russian. The Foundation supported a pilot project 
with Biological Abstracts in fiscal year 1956 whereby about 1,000 abstracts were 
translated and published. Because this project was so successful the program 
is to be expanded and continued through fiscal year 1958. The cost per ab- 
stract of this program is expected to vary widely with subject matter, the char- 
acteristics and degree of financial self-sufficiency of each abstract journal, as 
well as other factors. Assuming the average Foundation contribution to be 
$5 per abstract, this program permits the publication of 6,000 additional abstracts 
in fiscal year 1958. 

(d) Cooperative translation of special papers, $6,400.—The majority of the re- 
quirements of scientists for information regarding foreign scientilic research, 
especially the Russian, will be met by the programs just described. Experi- 
ence has shown, however, that in many cases, individual scientists have need of 
complete translations of certain articles appearing in Russian or other journals 
which will not be regularly translated in the described programs. 

The average cost of commercial translations is approximately $15-$20 per 
thousand words—a cost which the research worker in pure science usually can- 
not afford. The Foundation proposes to assist depository libraries to obtain 
translations, upon receipt of a sufficient number of requests for a given transla- 
tion, by contributing a part of the cost, based on the number of requests. The 
Foundation will share such cost equally with the requestors if three or more 
requests are received for the same translation. On the assumption that an 
average of four requests are received for any given translation, this means 
that the Foundation will pay an average of one-fifth of the cost of all such 
eooperative translations. Experience with a similar program in England has 
been satisfactory. 

For the purpose of this pilot study, sufficient funds are requested to assist 
in producing 500 translations during fiscal year 1958. Translations will be 
obtained from commercial sources at the most favorable possible prices. 

(e) Translation depositories and bibliographies of translations, $24,000.— 
Two centers for collecting, announcing, and selling copies of translations of 
foreign language scientific articles have been in operation for several years. 
The Foundation has supported a Russian translation center at the Library of 
Congress for 3 vears. A center supported by the Special Libraries Association at 
John Crerar Library, in Chicago, specializes in translations from all languages 
except Russian. Both centers publish monthly bibliographies and sell photo- 
stats and microfilms of translations deposited with them, After a thorough 
study of these operations, it was determined that one all-language center could 
provide more efficient service to scientists and at the same time reduce the cost 
of operations, Therefore, on about January 1, 1957, the translation center at the 
Library of Congress will be transferred to the John Crerar Library, thus providing 
a single national depository and reference service for technical translations from 
all languages, By close cooperation with our friends abroad in exchanging in- 
formation about their translations programs, United States scientists will have 
access to the most important English translations of scientific articles. 

(f) Special projects, $71,600.—Special projects designed to supplement the 
other foreign science information programs are: 

(1) Survey of the languages of science publications.—It is planned to under- 
take, through the professional scientific societies, statistical studies to determine 
the extent of publication of scientific information in various languages. The 
studies are to be made in the fields of chemistry and physics and will help 
determine whether our programs, which emphasize translation from Russian 
are adequate for the assured progress of American science and the national 
security and defense and whether other languages in addition to Russian should 
be emphasized. The results will also be useful in studying the present coverage 
by abstracting journals, as well as providing a sound basis for analyzing the 
adequacy of our present program. 

(2) Assistance to the International Council of Scientific Unions Abstracting 
Board.—The ICSU Abstracting Board was organized in 1952 to provide a focal 
point for international cooperation in abstracting scientific articles. Eminent 
scientists have contributed considerable time to producing a unique system of 
cooperation among the world’s physics journals which greatly increases the uni- 
formity and thoroughness of physics abstracting while helping to eliminate 









1389 


needless duplication of effort. The activities of the Board have reached a level 
where full-time staff assistance is necessary in addition to the voluntary services 
of the scientists who serve on the Board. The Foundation proposes to con- 
tribute to the support of the Board to enable it to continue its activities in 
physics, and to expand its efforts in other fields of science. This project will 
complement previously described projects to increase abstracting of foreign 
language journals. 

(3) Finding list of Russian serials—Among the most valuable reference 
library tools are lists of periodicals with information as to where copies may be 
located. The Foundation plans to support the publication of lists of the Russian 
scientific periodical holdings of the depository libraries described under (e) 
above. Based on these lists, the problem of producing a comprehensive national 
list will be assessed. In the interim, lists of the largest holdings of collections of 
foreign journals will be of great value to all users of scientific literature. 

Taken together, these three projects will provide a sound, comprehensive ap- 
proach to the problem of providing United States scientists with easy access to 
the scientific periodical literature of the world. 


TRANSLATION OF JOURNALS AND MONOGRAPHS 


Mr. Tuomas. $463,000 for translation of journals and monographs. 


The Foundation found in 1953 that such a program was feasible and provided 
the support necessary to translate 230 Russian articles in physics. 

How much did the Harvard Research Center cost us? We put 
$170,000 into it this past year? 

Dr. Waterman. Into the total translation of journals and mono- 
graphs. 

Mr. Tuomas. Do you contribute to the center in the Library of 
Congress ? 

Dr. Toomrson. The American Institute of Physics and the Ameri- 
can Institute of Biological Sciences are the principal ones to which 
we contribute. 

Mr. Tuomas. The Library of Congress has the best translation sec- 
tion inthe world. Dothey give you any help? 

Dr. THompson. We have not been using them for translation. 

Mr. THomas. Why not? That is one of their main functions. 

Dr. Tuompson. This is highly technical material and it cannot be 
translated by people unless they understand the subject matter. 

Mr. THomas. They claim to have the best in the world. Why don’t 
you use them ? 

Dr. WaTeRMAN. They have been preparing bibliographies in foreign 
languages for us. 

Mr. THomas. They are not qualified to do technical work ? 

Dr. THompson. Taking a typical article, there are perhaps only a 
dozen people with the competence to translate it who also under- 
stand it. 

Mr. Tomas. A dozen people where? 

Dr. THompson. In the world. We draw on hundreds of translators 
who translate in their specialties. 

Mr. Tuomas. Only 12 highly competent translators in more than 1 
language? 

Dr. Tuompson. Take a simple case, the transistor, perhaps. I doubt 
whether more than 12 people can understand the technical article on 
the transistor who also understand Russian in the United States. It 
has to go to one of them. 

Mr. Tuomas. Why this increase from $170,000 to $463,000? 
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Dr. Tuomprson. We want to make grants to other United States 
societies for more complete coverage. 

Mr. Tuomas. You said only 12 people can do this work. You said 
there are no competent people. 

Dr. THompson. Perhaps I confused the issue. I mean 12 people in 
a narrow subject field. We are using hundreds of translators but 
do not use them full time. We take a small part of the time of a 
subject specialist who also knows the language. 

Dr. Warerman. And we work with the society to find those people 
for us. 

Dr. Bronk. It is not really an expansion of the need but trying to 
do something that has not been done in the past. It is an expansion 
because it has been done v ery inadequately up to now. 

Dr. Tuompson. Until 1! 54 it was very difficult to get the Russian 
scientific journals, but in 1955 they opened up. It is now possible to 
subscribe in this country to all of the Russian scientific journals. 

Now that we have them, since almost no United States scientists 
understand Russian, we feel it is most important to arrange for them 
to be translated. The expansion calls for translating a large number 
of journals. 

Mr. Tuomas. Give us a breakdown of this item of $463,000. You 
increase it from $170,000 to $463,000. 

Dr. Waterman. We can furnish it for you. 

Mr. Tuomas. You have it someplace here. 

Dr. Trompson. I have it in my notes. We have approximately 30 
journals we propose to cover. This is a list. 

These are all in Russian. 

Mr. Tomas. The increase will all be spent in the translation of 
technical documents from Russia ? 

Dr. THomrson. Yes, sir. 

Mr. Tuomas. Who else is contributing to the upkeep of that Founda- 
tion? Isthis all in the Harvard Research Center ? 

Dr. THowrson. No, sir. The American Institute of Physics, Amer- 
ican Institute of Biological Sciences, American Geophysical Union, 
American Mathematics Society. 

Mr. Tuomas. Where are they located ¢ 

Dr. THompson. Washington and New York. 

Mr. Tuomas. Russian experts in technical papers? 

Dr. THompson. Yes, sir. They take these grants and arrange for 
the subject specialists to translate the journ: als. We then issue the 
journals issue by issue. 

In other words, we 


ABSTRACTING OF FOREIGN JOURNALS 


Mr. Tuomas. What is this special project of $71,000? You didn’t 
even have it listed last year? 

Dr. ‘THompson. The idea is the abstracting of scientific journals. 
This is to coordinate efforts from all over the world so the abstracting 
is done only once. The Russians have expanded their publication pro- 
gram sor apidly, and so many more journals now are available to us. 





1391 


SUPPORT OF SCIENTIFIC PUBLICATIONS AND REFERENCE TOOLS 


Mr. Tuomas. What about support of scientific publications? That 
1s on page 195. 

In 1956 you had $98,301, in 1957 you had $100,000, in 1955 you ask 
for $125,000. 

The problem of dissemination of scientific information is twofold—scientific 


knowledge is of value only to the original investigator unless it is made available 
to all interested scientists. 


Is this a printing bill? 

Dr. THompson. We help the societies to pay the printing bill. 

Mr. Tuomas. How many different publications does it cover? 

Dr. Tuomrson. The Physical Review, Astronomical Journal, Astro- 
Physical Journal, Transactions of the American Geo-Physical Union. 


RESEARCH ON SCIENTIFIC INFORMATION PROBLEMS 


Mr. Tuomas. Insert pages 198 through 201 in the record at this 
point, Research on Scientific Information Problems. 
(The information referred to is as follows :) 


4. RESEARCH ON Screntiric INFORMATION PROBLEMS ($264,000) 


Summary of obligations 


| 
| Actual, fiscal | Available, Estimate, 
|} year 1956 | fiscal year | fiscal year 
} 1957 


—+———}——- 


Organization of information for searching -_._........----- $11, 500 $55, 000 | 
Operations research and studies of requirements ---_---~--- 13, 200 100, 000 | 
Mechanical translation - -.-_- al 59, 750 60, 000 | 
Conferences on scientific information research__-- - - saeeee 2, 300 | 25, 000 


i “ ‘ nhs wae ot 86, 750 240, 000 


In addition to providing assistance to United States scientists by helping to 
maintain and improve all types of existing scientific publications and informa- 
tion services, the Foundation supports long-range programs of research designed 
to lead to fundamental improvements in the ways scientists can obtain this 
specialized information. 

(a) Organization of information for searching, $80,000—The most logical 
approach to reducing the time scientists must now devote to gathering informa- 
tion is mechanization. Although electronic computers can do almost un- 
believably rapid calculations with numerical data, systems for indexing and 
classifying information that can take advantage of the capabilities of these 
machines remain to be developed. In such work emphasis must be placed on 
language, because it is necessary to translate mechanically the scientific and 
technical language in which information is ordinarily printed into “machine 
language.’ Both industry and Government are studying the problems of storing 
and searching information by machine. The Foundation is paying careful at- 
tention to the research projects in this field and will collect and disseminate 
such information as results become available. 

The Foundation has provided support for such studies as: 

(1) A theoretical study of information search systems and an investiga- 
tion of the possibility of using complete phrases in indexing scientific in- 
formation in such a way that the relationships between the key words and 
concepts will be clear from the index ; 

(2) A study of possible methods of constructing symbolic languages that 
can be used to represent scientific information in mechanized searching 
systems; and 

(3) An investigation of some of the methods developed by linguistic 
scientists for the analysis of language to determine if they could be used 
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in processing scientific information and entering it into machine searching 
systems, 

In fiscal year 1958 special emphasis will be given to fundamental studies of 
language and information organization that will contribute to a solution of the 
problems of information searching by machine. Another approach that will be 
investigated is the usefulness and feasibility of recording for mechanized search- 
ing each author’s citations of previous work, a proposed method of bringing 
related material together, similar in some respects to Shepard’s Citations, a 
respected method in the field of law, which has never been tried in the sciences. 

(6) Operations research and studies of requirements, $90,000.—Until we 
have a more complete understanding the interrelations of the various processes, 
steps, and problems in an integrated information system we cannot hope to 
design automatic equipment for handling information. In the planning and 
construction of a highway system it is of little avail to build 1 or 2 sections 
of fast four-lane highway and leave bottlenecks between the sections. We 
should precede our planning by making a traffic survey of information systems. 
Ry applying the techniques of operations research we should learn better how 
to design a mechanized information center so as to provide the type of services 
needed. Little has ever been done to learn how the various types of scientists 
keep up with advances in their fields, how they conduct searches of their litera- 
ture, and the extent to which our present information services fail to meet 
their needs. The Foundation is supporting, at the Case Institute of Technology, 
a feasibility study of the application of operations research in the area of 
scientific communications. In fiscal year 1958 the Foundation will continue 
to support operations research and related types of projects in the area of 
scientific communication so we may better understand our current methods and 
better design improved ways to disseminate new knowledge promptly and or- 
ganize our information for easy retrieval. 

(c) Mechanical translation, $80,000—It is almost impossible to find compe- 
tent scientists who are also competent linguists who will devote full time to 
the translation of foreign scientific articles into English. The development of 
the modern electronic computing machine may make it possible with proper 
development to save men from having to perform this necessary but laborious 
job. The problems of translation by machine have been studied for the past 
several years. William N. Locke, in an article in the January 1956 issue of 
Scientific American, stated that mechanical translation involves the following 
five basic steps; 

(1) Feeding the original text into the machine; 

(2) Transforming this text into symbols the machine can handle: 

(3) “Translating,” i. e., converting the machine’s symbols in one language 
to the machine’s symbols of the second language; 

(4) Transforming the second batch of symbols back into conventional 
words or other units in the new language; and 

(5) Presenting the translated text in readable form. 

In this same article, Locke predicts that within 5 years “there should be in 
operation one or more models turning out a good deal better than a word-by-word 
translation.” 

The Foundation, together with the Department of Defense and other interested 
agencies, is supporting at the Massachusetts Institute of Technology and at 
Georgetown University research on language studies in connection with translat- 
ing German and Russian to English. 

Support of research in mechanical translation will be continued in fiscal year 
1958. The development of workable methods of translating foreign languages by 
machine is important not only for the progress of science but also for our national 
defense, for great masses of documents of all kinds need to be translated if we 
are to have adequate intelligence services. 

To help coordinate the various groups in the United States and foreign coun- 
tries working on machine translation, the Foundation sponsored in the fall of 
1956 a research conference on machine translation in which representatives of 
nine active research groups participated. 

(d) Conferences on scientific information research, $14,000—In the spring of 
1956 the Foundation sponsored a conference of experts drawn from the interested 
Federal agencies and such fields as linguistics, logic, information theory, opera- 
tions research, computer design, and library science in order to further cooper- 
ation and the exchange of views and ideas on all areas of research in the field of 
scientific information. Research conferences of such a nature are excellent 
means of stimulating and accelerating research work and achieving coordination 





1393 


among the programs of the Federal agencies supporting research on information 

processing. To make the research results more widely available, the investiga- 

es their projects at meetings of scientific societies and publish their 
nD ; 

To Rati cooperation on a still broader scale, the Foundation, in collaboration 
with the National Academy of Sciences and the American Documentation Insti- 
tute, is working out the arrangements for an international conference on scien- 
tific information to be held in the fall of 1958 for the purpose of considering the 
status of research in this field and making further plans for a coordinated attack 
on the major problems. The bulk of the expenses for planning and for operation 
of the conference were included in the budget for fiscal year 1957. The amount 
included for fiscal year 1958 will be used for additional expenses connected with 
= large international conference and for other conferences which will be desir- 
able. 

Mr. Tuomas. I have an idea that this can stand a sizable reduction. 
Organization of information for searching, an increase from $55,000 
to $80,000. 

Operations research and studies of requirements, $100,000 last year 
and $90,000 this year. 

Mechanical translation, $60,000 last year and $80,000 this year. 

Conferences on scientific information research, $25,000 last year 
and $14,000 this year. 

There is a total increase of $24,000. 

What is the unexpended balance for 1957 ? 

Mr. Surprarv. Perhaps not more than ten or fifteen thousand dol- 
lars for this entire activity. This is only a guess. 

Mr. THomas. Why should it be a guess? Do you consider this a 
lump sum appropriation ? 

Mr. Snepparp. No, sir; I just do not have those figures with me. 

Mr. Tromas. Are you sure you don’t treat this as a lump sum 
appropriation ? 

You have only 3 limitations in the entire appropriation language, 
do you not, and with those 3 exceptions you have a lump sum appro- 
priation. 

I asked the same question 2 or 3 times before and you gave me only 
a very indefinite answer which clearly indicated to me that you 
treated it as a lump sum appropriation. What will be the unex- 
pended balance for the entire appropriation ? 

Mr. Surprarp. $182,524. 

Mr. Tuomas. What about your grants and fellowships? What 
will you have there? 

Mr. Surrparp. Again I can give an offhand answer. We control 
the appropriation within a ratio of the amount originally presented 
to Congress. We do maintain detailed figures of the unobligated 
balance. 

Mr. Trromas. What do you mean by within the ratio? 

Mr. Suerrarp. If we know of a specific cut made by Congress, or 
of course if there are limitations established, we attempt to establish 
a precise figure that will reflect the desire of Congress. 

Mr. Tuomas. What is the unexpended balance for the high school 
training program ? 

Mr. Suepparp. As of right now we have roughly a half million 
dollars unobligated. I would say this will be a zero amount. 

Mr. Tuomas. How much did you set aside for that program in 
fiscal 1957 ? 

Mr. Suepparp. Nine and a half million dollars. 
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ATTENDANCE AT INTERNATIONAL SCIENTIFIC MEETINGS 


Mr. Tuomas. Insert page 202 in the record. 
(The information referred to is as follows:) 


ATTENDANCE AT INTERNATIONAL SCIENTIFIC MEETINGS 
Estimate, fiscal year 1958, $175,000. 


Summary of obligations 








fiscal year fiscal year fiscal year 


Actual, Available, wo, | 2 Estimate, 
| 
1957 } 1958 


Biological and medical sciences _ _.-_-. Sibi. ee $28, 359 $45, 000 $87, 500 
Mathematical, physical, and engineering sciences..._...._.. 17, 684 45, 000 87, 500 





46, 043 | 90, 000 | 175, 000 








Direct personal communication among outstanding scientists in different coun- 
tries stimulates thinking and promotes the exchange of scientific ideas and 
information in a way which cannot be done by any other means of communication. 
In order to encourage such personal contact, the Foundation provides grants 
for partial payment of travel expenses to enable scientists to participate in se- 
lected international scientific meetings. In order to insure maximum benefit 
to science and to the Nation, the international meetings to be supported by travel 
grants are carefully selected. The individual scientists who receive the grants 
are also carefully selected with the assistance of panels of consultants, scien- 
tific societies, or the appropriate committees of the National Academy of 
Sciences—National Research Council. During the past 3 fiscal years the Foun- 
dation has provided support to about 290 scientists to permit them to partici- 
pate in 61 of the major international scientific meetings held throughout the 
world. The Foundation’s contribution to each scientist has averaged slightly 
over $600, which obviously covers only a portion of the total travel expenses of 
the scientists supported. In fiscal year 1956 Foundation support enabled scien- 
tists to attend the following meetings: 

Conference on Unstable Stars at Burakan Observatory, Erevan, Armenia, 
U.S. S. R. 

International Meeting of the Econometric Society, Aix-en-Provence, France. 

Symposium on Problems on Electrochemical Kinetics, Moscow, Russia. 

First International Congress of Human Genetics, Copenhagen, Denmark. 

International Genetics Symposium, Japan. 

ae on Physics of High-Energy Particles, Academy of Sciences, 

Ry Sy ee 

Mr. . Homas. What part of this money is spent for bringing people 
from outside the continental United States and what part is spent 
sending our people outside the continental United States 

Dr. Warerman. All is spent taking our people outside continental 


United States. 

Mr. Tuomas. What is the unexpended balance for this program / 

Mr. Suepparp. I am sure we have obligated every cent. 

Mr. Tuomas. How many do you have who travel? 

Dr. WarerMANn. About 290 scientists to participate in 61 meetings, 
and the cost to each scientist has averaged slightly over $600, 

Mr. Tuomas. It is not a big help to ‘him if. he goes from here to 
England or France. You believe even though the amount given to 
each of these gentlemen is small that it is worth the effort ? 

Dr. Waterman. I think so. 

Mr. Tuomas. How do you pick them? How many applications do 
you have and how many did you refuse and how many did you grant 
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Dr. Warrrman. It depends on the individual conference. The 
scientists chosen are always highly recommended and many times 
they are asked to give a paper on the program, which is quite a 
compliment. 

It is the face-to-face discussion of these scientific problems with 
foreign scientists that is the real asset here. 


POSSIBILITY OF SCIENTIFIC TRAVEL EXPENSE BEING TRAVEL FREE 


Mr. Yates. Do they get a tax deduction for a trip like this? 

Mr. THomas. They should get one. It is part of their business, 

Dr. Warerman. Dr. Sunderlin thinks there has been no tax 
deduction. 

Mr. Tuomas. We suggest to you that you write the Internal Rev- 
enue Service and suggest to them that certainly this is a business 
expense as far as these educators and scientists are concerned when 
they attend meetings dealing with a professional subject. It is as 
much a business expense as if a shoe salesman goes from New York 
down to South Carolina to sell shoes. 

Dr. Gross. In the case of Duke University if I state that this 
trip is necessary in the interest of employment of the man, then he can 
get a tax deduction. 

Mr. Tuomas. It should be. 

You don’t think so, Mr. Jonas? 

Mr. Jonas. That is too broad. 

Mr. Tuomas. If this is in his field. If he is a chemist and he is 
going to a seminar in chemistry —— 

Mr. Jonas. I don’t get a deduction when I go to a bar association 
meeting. 

Mr. Tuomas. They are doing it and you can do it. 

Mr. Jonas. Only elected officials and delegates. 

Mr. Yares. Doctors or lawyers who go to medical or legal conven- 
tions take a tax deduction for the amount of travel and expenses to 
and from the conventions. As to the rest of the trip, if they go to 
another country, they are not allowed to deduct that portion of the 
trip. 

Mr. Tuomas. I don’t see that being a delegate adds anything to it. 
The association has no right to say a man w ill get a tax exemption or 
not. The mere fact he goes in line with his profession: al duty should 
be enough. 

Where is the general table on other objects for the entire agency ? 
You have given ‘it piecemeal 2 or 3 times. Where is the table for the 
entire org: inization ? 

Mr. Suepparb. The only one we have is on page 223 on personal 
services. 

Mr. Tuomas. How about other objects? 

Dr. WatTerMAN. Our operating costs are divided between execu- 
tive 

Mr. Tromas. We want it in one clear-cut table. 

Dr. Sunperurn. Doesn’t page 2 show it? 


PERSONAL SERVICES FOR 1958 


Mr. Tuomas. You have an increase of $274,204 in personal services. 
Dr. WarerMAN. That is an increase of 10 jobs. 
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Mr. Tuomas. Why should salary costs go up that much with 10 jobs? 

Dr. WATERMAN. One factor is because the increase takes place in the 
professional personnel on the science side. 

Mr. Yates. How much do you pay them? Do you pay them an 
average of $27,000? 

Mr. Sueprarv. Three reasons contribute to that increase. There is 
an increase in numbers from 1956 to 1957 of 47 positions. We go from 
a total of 240 in 1956 to 287 in 1957. 

A great number of those people are on duty for only part of the year 
in 1957. 

Mr. T'Homas. Next time don’t give us what we call partial break- 
downs, putting people on the payroll for 3 months and then annualiz- 
ing them. We don’t like the word “annualize.” 

You have 10 new positions. How many do you really have? You 
have 30 or 40. How many are you annualizing in 1958 which are on 
the payroll for only 30, 60, or 65 days for 1957? 

Mr. Suerparp. Net increase is 57 positions. 

Mr. Tuomas. Plus 10 new ones? 

Mr. Sueprarp. From 1956 to 1958 it is 57 positions. 

Mr. THomas. How many you will annualize in 1958 who are on the 
payroll now ? 

Mr. Suepparp. Roughly about 40 of these will be on for some time. 

Mr. Trromas. What is some time? 

Mr. Surerparp. The big increase was from 1956 to 1957 when we 
went from $16 million to $40 million. We had to expand almost all 
of the science programs as a result of this. 

Mr. Tiromas.. 1 want to know how many you are annualizing. 

We want it on a full year’s basis so instead of having 10 new posi- 
tions for 1958 it virtually amounts to 47 or 57, 

Mr. Sueprarv. We have been bringing people on just as rapidly as 
we could. 

Mr. Tuomas. How many do you have there now? How many va- 
cancies do you have now for 1957? 

Mr. Suepparp. About 232 people on duty now full time 

Mr. Tuomas. How many appropriated jobs do you have for 1957? 

Mr. SHEPPARD. 287. 

Mr. Tuomas. And you have 232 now? 

Mr. Suepparp. Yes, sir. 

Mr. Tuomas. Fifty-five vacancies. You want enough money for 
1958 to annualize those 55 vacancies plus 10 new ones? 

Mr. Sueprarp. Yes, sir. 

Mr. Tuomas. You see what I am talking about now that we don’t 
like? 

If you have 55 vacancies now could you get along with enough money 
to fill 25 of those vacancies for the remainder of this year and then 
put all those 25 on an. annual basis for next year ? 

Dr. Warrrman. That wouldn’t give us the people we need. 

Mr. Tuomas. You don’t have them now so your need is not too 
great. 

Dr. Waterman. It is hard to recruit the kind of person we want. 

Mr. Suepparp. Many of our people work for the Government for 
only 1 year. Therefore the on-duty figure varies considerably. 

Mr. THomas. You have a high classification schedule, above g ade 
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10. They don’t quit very often. You understand what we are talking 
about. 
TRAVEL ESTIMATED FOR 1958 


What about the increase in travel? Where are you going? This is 
for the staff in Washington ? 

Dr. WateRMAN. Yes, sir; plus travel of the Board and our advisory 

anels, 
° Mr. Tuomas. How much will that cost? 

Mr. Sueprarp. About $1,800 in travel for a Board meeting. $16,000 
of this is for the National Science Board meetings. 

Mr. Tuomas. That is a bargain. 

Mr. Sueprarp. That is also for travel of advisory panels and divi- 
sional committees. 

PRINTING ESTIMATE FOR 1958 


Mr. Tuomas. Printing and binding is off $11,000. Why is it off? 
Mr. Suepparp. In 1957 we completed a number of the reports which 
came from the studies made in 1956 and earlier years. 


GRANTS AND CONTRACTUAL SERVICES 


Mr. Tuomas. What are the 07 objects? Where is the justification 
for it? What is this increase for ? 

Mr. Sueparp. In all of the programs and activities we discussed 
today the work is carried out either under contract or by grant. 

Mr. Tuomas. How much are you giving to Dr. Phil Young? 

Mr. Yates. Contributions to the civil service retirement fund. 

Mr. Sueprarp. $127,000. That is on page 227. 


DESIRABILITY OF BALANCED PROGRAMS 


Mr. Yates. I don’t know if you received an answer to your ques- 
tion, Mr. Chairman, as to how much of this program could be deferred 
and whether all this was essential. 

Before any of the subcommittees began their hearings we had a visit 
from George Humphrey, Secretary of the Treasury. I never saw a 
more frustrated person than Secretary Humphrey. He said the 
pare had to be cut, although, frankly, he didn’t say how it could 

e cut. 

Is each of the dollars you have in this budget sacrosanct? Must you 
have all this money ? 

Dr. Waterman. The best answer I can give is that we have given 
a great deal of thought and discussion to this question and we consider 
this as the best balanced program we can devise. 

nt Yates. None of these are susceptible to delay, in your judg- 
ment 

Dr. WatTerMAN. If one were cut, we feel it would unbalance the 
whole in an undesirable way. 

All these components seem to us important if you accept as a 
premise that we must do the optimum to encourage research and the 
training of scientists. 

Dr. Bronx. One of the difficulties we have always faced is this: 
We started, as you know, with about $200,000 at a time when we were 
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desperately in need of getting ourselves on our feet scientifically in 
this country after this terrific war effort. 

Suppose we had gone up 50 percent a year? Our country would 
be in a very bad way before we ever got up to $20 million a year, 
so we have had to go up rapidly in order to get to a level at which 
we should have been at the very beginning. : 

Compare our budget request with the budget requests of agencies 
which already have been in the program for a long time, taking the 
Geological Survey, which is an old line Government organization. 
They have had a stable operation. They have increasing needs, 
surely, but they have not had the degree of increasing needs that we 
had starting with practically nothing. 

If you have practically nothing to begin with, even though you get 
big percentage increases, it takes an awfully long time to get up to a 
reasonable level. 

I think that is the basic problem that has faced the Science Founda- 
tion all the way through. 

Had it not been for your understanding attitude, and I say this 
in all sincerity, your understanding attitude and realization of this 
fact, we might as well have given up the Science Foundation and said 
it would be so long before it gets up to a reasonable level we might 
as well forget about it. 

Mr. Yates. One of the reasons for my question was the statement 
that part of the funds for employment purposes have not yet been 
expended, You have not been able to find 55 people yet. 


RECRUITMENT OF PROFESSIONAL STAFF 


Dr. Bronx. I think speaking as a nongovernmental person who has 
spent a great deal of his life down here in Washington helping on 
governmental activities, I would say that the one most frequently 
made and really only justifiable and sincere criticism of the Science 
Foundation is that we need more people of adequate stature in the 
Science Foundation staff. How do we get them? 

As you know, a person in industry or one of the big private founda- 
tions can get salaries that are far in excess of anything that we pay 
in the Science Foundation. 

Dr. Waterman has been up against a terrific handicap, and the 
Board has tried to help him but we have not been too successful in 
helping him get people to come down here and take the full-time 
jobs. ‘That is why he is understaffed and doesn’t have all the people. 

We have had this continual hope that by working and working 
hard and trying to increase the appeal on the basis of patriotism we 
can get more such people. 

Mr. Yates. I would agree with you. The next question is a follow- 
up: As a result of the fact you do not have 55 people you want to 
get to carry out the program, does this mean there is also a substantial 
amount of money that has not been spent in other phases of your pro- 
gram? Presumably these 55 people were needed in order to lay out 
a program for expenditure of funds. 

You do not have the 55 people. Has there been a corresponding 
nonexpenditure in other parts of your program ? 
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Dr. Bronx. The staff can answer that bettern than I but I would 
say no. We could have done all of the jobs better just as everybody 
can. do the job better if they have more time and more energy. 

Mr. Yates. Where are you lacking the 55 people? Where do you 
need the 55 people ? 

Mr. Sueprarp. Primarily in the Biological and Medical Sciences, 
the Mathematical, Physical and Engineering Sciences, and Scientific 
Personnel and Education Divisions. In the Scientific Personnel and 
Education Division where we received all this additional money last 
year, particularly in education in the sciences, the high school teacher 
training program and that sort of thing, we were able to get people 
in sufficient numbers to get the program going. 

In the old line divisions, the two science “divisions, the program 
directors have been doubling up. We still have many programs with 
1 scientist and 1 secretary running a program. What we have been 
hoping to do is to get additional program people in the two science 
divisions to spread the workload. 

You see, we have to evaluate all the proposals we receive even though 
we do not have the money to support them. 

Dr. Warerman. One thing that has continually hampered us here 
is not only do we have to have someone in a given program, say, like 
chemistry, who watches for the evaluation ‘of chemistry proposals 
coming in, but he should visit the grants to evaluate what the program 
is doing. ” Also, he should attend conferences and he should keep in 
touch with people in other agencies, and what we really need in the 
large programs is not 1 but 3 scientists—1 senior, say, and 2 junior 
scientists covering different parts of the field. 


RELATIONSHIP OF STAFF TO PROGRAM OPERATIONS 


Mr. Yates. While we respect Dr. Bronk’s statement that you started 
from nothing, 7 you are now trying to get this program in a position 
that it should have been some time ago. Can you move that fast? 

Apparently, you cannot find sufficient personnel. Are you not, 
therefore, asking for too much money ? 

Dr. Bronx. It depends upon the number of things that one can do. 
For instance, we ought to do more with regard to surveying the fields 
of activity of gover rnmental agencies and we should have “better op- 
portunities to see where there are needed projects, but the amount of 
money which is here requested, the item that takes the largest amount 
of it is the work that will be done by the universities of the country 
and by the specialized research laboratories, 

For that, we do not need much, 

Mr. Yarers. You do not need personnel for that? 

Dr, Bronx. We need a certain amount. 

Mr. Yates. Do you have sufficient people for that? 


USE OF SCIENTISTS IN ADVISORY CAPACITY 


Dr. Bronx. I think we do, and the reason we have enough is be- 
cause we depend so largely upon the freely given time of the people 
who serve on advisory committees. 

You take, for instance, the selection of these fellow applicants for 
fellowships, they are assessed by the committees of the National Re- 
search Council. 
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There is not a single one of these people that get a cent on per diem. 
We say “if you want to serve science and your country, this is an honor 
and a privilege, and if you do not want to serve, you do not have to, 
but if you do, you have to do it gratuitously.” 

Mr. Tuomas. Eastern Air Lines will not let you ride on that; will 


they ¢ 

Dr. Bronx. We pay them out-of-pocket expenses, but not any other 
compensation. 

r. THomas. If one of your members comes down here from New 
York, you would pay the transportation expenses down here, would 
you not? You do not expect the people to give their skill and ability 
and time and then have them pay the expense of getting here. 

Dr. Bronx. The actual expenses we pay, but other than that we do 
not. You see, this is the way in which we take care of the appraisal 
of these requests. Sooner or later you may say to us “We would like 
to have an overall look at what is being accomplished,” and that is 
the time when we may be caught short because we have not had 
adequate staff, 

STAFF REQUIREMENTS FOR 1958 


Mr. Yates. You are a very persuasive person, Dr. Bronk, but there 
is a missing link here. There are 55 people lacking somewhere in your 
activity. What is it that those people are to do that the Foundation 
is not doing at the present time, and how do you know that going into 
the next fiscal year you will have these people? 

Dr. Bronx. Mr. Sheppard, you had better take that. 

Mr. Suerparp. Could I give an example, Mr. Yates? 

Mr. Yates. Of course. 

Mr. Sueprarp. Last Saturday and Sunday I worked at the Founda- 
tion. We have a logbook, and the people have to be logged in and out, 
and for that 1 day, Saturday, I do not know how many names are 
involved, but I would guess 40 or 50; there were two and one-half pages 
of that log filled with names of employees coming in to work over the 
weekend—over Saturday and Sunday. 

Most of these people were preparing material for panel meetings, or 
that sort of thing. This is quite common at the National Science Foun- 
dation, to have anywhere from 10 to 20 to 30 people working on Satur- 
days and Sundays. I thing that is the answer to fon question. 

Mr. Yates. How many people are on your payroll now? 

Mr. Srreprarp. 232, I believe, as of right now. 

Dr. Sunvertrn. I think there is one answer to the question that you 
raise, and that is this: If you take the figure of 55, it looks very black, 
indeed, but remember, that has 2 components; one is the 10 for fiscal 
1958 and the other is 45 for fiscal 1957. 

This 45 includes staff members at all levels from GS-2 up to the top. 
Let us assume that half of those are professionals. This means we are 
looking for, roughly, 20 professional people in the various programs. 
I do not know what the recruiting situation is in each of the divisions 
and offices at the moment, but I would hazard a guess that out of the 
4 or 5 vacancies in the various divisions—in each of the major divisions 
and offices—that recruitment is underway and that people are on the 
way to the Foundation. 
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Mr. Yates. Well, let us hope so. To me that is a partial explana- 
tion, and you have those on above and other members of the staff try- 
ing to make up for the deficit at the present time. 

r. Waterman mentioned the fact that you have a number of people 
on an annual basis. 

How big is your turnover at the National Science Foundation ? 

Dr. Waterman. These are primarily scientists who have taken leave 
of absence from their home universities. 

Mr. Yates. Are they among your permanent employees, or are they 
listed as permanent employees ¢ 

Dr. WATERMAN. Yes, sir; they are. You see, we replace them each 
year and we hope in this way to avoid getting into a rut. It keeps us 
in contact with the outside; they bring a fresh association with their 
own research, and we feel this is very worthwhile. We will not get into 
a rut this way and get too bureaucratic in the way we plan things. We 
do this deliberately. 


INTERNATIONAL GEOPHYSICAL YEAR 


Mr. Yares. Is there anything in here for the International Geo- 
phvsical Year? 

Mr. Suerrarp. No, sir. 

Mr. Yates. Nothing at all? 

Mr. Suerparp. No, sir. 

Mr. Yates. How isour friend, Dr. Kaplan? 

Dr. WATERMAN. Very well when I saw him last week. 

Mr. Yates. Is the National Science Foundation cooperating with 
the International Geophysical Year ¢ 

Dr. WarerMAN. We are carrying the program out, of course, and 
we still have funds to carry it out. It is just that we have no item 
in the budget. 

Mr. Yates. There is no item in this budget for it ? 

Dr. WaterMAN. No, sir, but Dr. Joyce, who gave a talk on the 
satellite, is the head of the staff in the Foundation, and they work in 
full cooperation with the National Committee under the Academy 
Council where Dr. Kaplan and his committee are doing the scientific 
planning, and are in touch with the international planning. 

Mr. Evins. Doctor, what are the reports on your International 
Geophysical Year study? Can you give the committee any infor- 
mation as to what your reports indicate as to the success and progress 
of the mission ? 

Dr. Waterman. The progress is very good. It is a very busy 
program at the moment. The equipment and the instrumentation for 
taking the readings has to be completed and people trained to use 
them. That is going forward very well. The Antarctic program, of 
course, is in full swing, and the Navy is there now establishing its 
bases. There has been quite a bit of information which the Navy 
has given out about that. That seems to be on schedule, and it 
proves to be a very tough operation, by the way, under the climatic 
conditions there. 


AMOUNT REQUESTED FROM THE BUDGET BUREAU 


Mr. Evins. Dr. Waterman, you have a $65 million budget request, 
but I do not believe you told the committee just how much you asked 
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of the Bureau of the Budget. Did you request more funds than 
the $65 million budget ? 

Dr. WarermaNn. We were in consultation with the Bureau of the 
Budget with regard to what should be asked for late last spring 
and early summer, and in consultation with them we arrived at a 
figure which was to be later considered by the Board and by the 
Bureau of the Budget. That resulted in the $65 million. 

So that the actual request we sent in was for $65 million. 

Mr. Yates. When you say “in consultation with them,” does this 
mean hat you have a different arrangement with the Bureau of the 
Budget than other agencies ordinarily do? 

An agency will make a fixed request to the Bureau of the Budget, 
and the Bureau of the Budget will have hearings and usually scale 
that amount down. 

Does this mean that you did not ask the Bureau of the Budget for 
more money when you started out? 

Dr. Waterman. This was an informal discussion that took place 
in an attempt 

Mr. Yates. Did you ask the Bureau of the Budget for more money 
when you started your discussions with them ? 

Dr. Waterman. We discussed what would be an appropriate 
amount and then it was agreed that we would tentatively adopt a 
figure of $60 million in our request subject to further review by our 
Board and the Bureau of the Budget, and the final outcome was the 
$65 million which was requested. 

Mr. Tuomas. Very good. 


UNIVERSITY NUCLEAR RESEARCH EQUIPMENT 


Mr. Boranp. The only phase of your activity that concerns me, and 
with which I have a problem, is the one in relation to the university 
nuclear research equipment program. 

This is an entirely new program; is it not, this year? 

Dr. WATERMAN. Yes, sir; that is right. 

Mr. Bouanp. At a cost of $4,150,000. Not that I do not think it 
will be good for you, but the thing that bothers me most is I believe 
this is something where there is going to be an overlapping with 
the Atomic Energy Commission. I do not know whether this would 
not be a good program to leave with the AEC since it is something 
with which they are concerned. Some of the members of this com- 
mittee sit on the Appropriations Subcommittee for the AEC, and 
they seem to take some pride in the fact that they are urging insti- 
tutions of higher learning in this country to get into the field and 
to develop engineers and people who have the know-how of nuclear 
problems. 

I would think this would be one place where it would be better to 
leave such a program with the AEC so that we would not get into 
the question of overlapping between the agencies. 

One of the big questions which has bothered me during the time 
T have been in Congress is the number of agencies that seem to be 
doing a great amount of work that other agencies are doing. We can 
spread this problem of nuclear activity out again into another agency, 
but in my opinion we would seem to be losing some control. I think 
the better thing to do would be to leave it with the AEC. 
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This is a matter that is fundamental. If it is a matter in which 
the Government ought to participate, I would think the proper place 
would be with the AEC, because, actually, they have more know-how, 
and they have the personnel. Then, again, you say that there are 3 
renctens now completed and in existence, 1 at North Carolina State, 

1 at Penn State, and 1 at the University of Michigan. These were 
purchased through State appropriations or through alumni gifts. 
Therefore, I agree with the chairman when he said that if we started 
to do it here in this field, we will have an awful lot of institutions that 
will want to come in on this program. I think, probably, this would 
be one phase of your activity that we could let go by the board for 
another year or so because it does not seem to me it is really that im- 
portant to you. 

If it is important, and if it develops, we ought to do this another 
way, leave it with the Atomic Energy Commission. 

Dr. Waterman. This is a subject we discussed with the AEC a 
number of times, and I might say that our relations are so close that 
even if we should go on by going into both fields together, there would 
be no lack of coordination. 

You notice, we have an agreement with them that the reactors 
we would go in for would be primarily for research purposes in aca- 
demic institutions. Our primary function is that, and theirs is for 
training purposes, primarily, and thus would apply to their mission, 
you see. When the experts on reactors or accelerators and these big 
machines get together—and we call them together several times to see 
what they think the country needs—they always say the Foundation 
should be in this, too—not primarily but also, you see. The reason is 
because our aim is somewhat different since we are doing things to 
assist academic research to grow in a healthy fashion; whereas, the 
Atomic Energy Commission necess arily has to think of its mission 
which, essentially , is a practical mission—that of utilization of atomic 
energy. 

Both will produce engineers and scientists for nuclear research and 
engineering. I do not think we can let it drop because this is a very 
critical area. 

Mr. Botanp. Well, how long 

Dr. Warerman. I think we should train all the people we can in 
this, and do all the research we can in it. 

Mr. Botanp. When were the reactors located at Penn State, the 
University of Michigan, and North Carolina State completed ? 

Dr. Waterman. I think the one at North Carolina State was com- 
pleted about a year ago. 

Dr. Gross. It got underway about 5 years ago. 

Dr. Waterman. That is when it started. 

Mr. Jonas. It was not the first one; was it, Doctor? 

Dr. WATERMAN. Yes, sir. 

Mr. Bouanp. It would seem to me that this is a program that I 
think we could delay in at least providing funds this year because 
they are just starting out. You say it was just completed about a 
year ago. ‘This was something started 5 years ago, but it was com- 
pleted about a year ago, but it is relatively new. In other words, 
other universities or other State universities can look at North Caro- 
lina State, the University of Michigan, and Penn State, and say “Well, 
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they have developed this on their own, and they have gone a long 
way. This is something we ought to have, so let us go out and get 
the reactors and let us get them on our own.” 

In that way we could save ourselves a lot more than $4 million 
because as was indicated here, this is a program which would be very 
costly in the years to come, if we get into this field. 

That is true; is it not? 

Dr. WATERMAN. Yes, sir; I suppose the important consideration 
here, I think, is the great urgency about this particular field. You 
see, with industry developing the power possibilities of this—and 
the same is true in other countries such as England and Russia, which 
are going ahead fast—we cannot take a chance in not providing the 
necessary training and the research so that our industry can bring 
this to the point where it is economically feasible. It is just a very 
critical and important field at the present time, and we do not figure 
we can let it delay. 

Mr. Botanp. Well, I would think insofar as the power possibilities 
are concerned, and from the evidence that we received from the AEC 
a year ago in their justifications, they seemed to think they are moving 
along rapidly enough insofar as power reactors are concerned. They 
do not seem to think that they can move any faster than the speed 
at, which they are now traveling. 

Mr. Evins. They have changed their position since last year. 

Mr. Boxanp. Is that right? 

Dr. Waterman. They need men and the men have to come from 
the universities. 

Mr. Boxanp. I agree that this is where the know-how is developed. 

I do not want to say that this has been a very enlightening and a 
very stimulating discussion. 
Dr. Waterman. Thank you. 


SOUTHERN HEMISPHERE ASTROGRAPH 





Mr. Vurseu. I note on page 94 that you are requesting $150,000 for 
moving your Columbia-Yate telescope to a new site. 

Iam wondering if that isnecesary. I do not know whether I was in 
the room when you discussed that item. If I was, I did not notice 
the comment on it. 

Dr. Waterman. I believe there would be an advantage in having 
the two instruments at the same location since they are both dealing 
with astronomy in the Southern Hemisphere. 

Dr. Sunderlin may be able to add to that. There is the observa- 
tory there now which is in the hands of Columbia and Yale, and the 
idea would be to have that instrument at the same site as the one that 
we are planning there, so that the two would be associated together. 
After all, these are both astronomical telescopes, you see. 

Mr. Vursett. You feel that they are both necessary and one would 
complement the other sufficiently to justify the cost ? 

Dr. WarerMan. Yes, sir; I think that is the interpretation of it. 


COST OF APPRAISAL OF FELLOWSHIP APPLICANTS 


Mr. Voursetx. I note on pages 176 and 177 that you are requesting 
an increase of $50,000 which you s ay would be necessary in fiscal year 
1958 in view of the proposal to expand the fellowship program. 
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Is this $50,000 requested over and above the $5,700,000 requested on 
page 111 of the justifications ? 

Dr. Warerman. I am sorry, sir, but I did not get that first page 
which you mentioned. 

Mr. Vursetu. It appears beginning at page 176. You request 
$50,000 which will be necessary in fiscal year 1958 to deal with the 
proposed new expanded fellowship program. 

The question 1s: Is this $50,000 requested over and above the $5.7 
million requested on page 111 of the justifications for expanding new 
fellowships? 

Mr. Suepparp. Yes, sir; that is an additional $50,000, and T think 
is the type of thing which led to our earlier confusion in trying to get 
to our basic operating costs. 

The amount in the budget for the fellowship program, that you have 
referred to—the other figur e—is the grant figure only. 

All of our overhead cost insofar as we are concerned in operating 
that program is pulled out in the section where you have found this 
$50,000 item. Actually, that is for the evaluation of the fellowship 
applicants by the National Academy of Sciences. 


SUPPORT OF RESEARCH PROPOSALS IN ANTHROPOLOGY 


Mr. Jonas. Dr. Waterman, I have a little difficulty getting the con- 
sent of my mind to accept the necessity of studies such as this in 
view of the admitted need for Federal economy—TInterrelations of 
Vegetation, Agricultural Patterns, and Human Culture in Mexico. 

Conceding that that is an important study and it would contribute 
to the general knowledge of the subject, is that vital at this time? 

Could we not eliminate some studies of that nature? 

Mr. Yates. Do you believe in the good-neighbor policy ? 

Dr. Waterman. The grant is handled by the University of Chi- 
cago, and their research men find that to be the best field in which 
to make the study. You know how these scientists are. They try to 
pick the territory where they can get the kind of results they want. 

Mr. Jonas. Where is the science involved in that ? 

Dr. WaTERMAN. This is one of the things which we do under the 
heading of “Social science.” 

Mr. Jonas. Is there a basic research grant to study the “Interrela- 
tionship of Vegetation, Agricultuural Patterns and Human Culture 
in Mexico”? 

Dr. WaTreRMAN, Yes, sir. You see, we make a small number of 
grants in the social sciences in the fields of anthropology, psychology, 
geography, and so forth; and this comes under that general heading. 

Mr. Jonas. Does the “Archeological Study of Urbanization in Pre- 
historic Peru” come under that heading? 

Dr. WaterMaANn. This is under anthropology. 

Mr. Jonas. You think a study of that nature is vital at this stage’ 

Dr. Bronx. I think, Mr. Jonas, this is part of a thing that has in- 
terested some of us—I do not mean this particular study because I 
did not know about it—but some of us have been concerned with the 
total position of the United States in the world picture and have been 
concerned over the fact that the center of gravity of our interest has 
been so much in Europe—and I must say I am one of the guilty peo- 
ple because I like to go over there—but on the other hand here are 
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immediately neighboring countries and we know so little about them. 

We have had so little interest in them and I think it has reacted 
in their lack of interest in the United States. So, some of us have 
been trying to encourage scientists, lawyers, and historians and every- 
one to get more interested in the South American countries so we can 
build up a better neighbor policy and build up some friends down there 
as well as in Europe, and this is a reflection of that sort of an interest. 


RESEARCH IN ENVIRONMENTAL BIOLOGY 


Mr. Jonas. What about the “Relation of Soil Fertility to Popula- 
tion Dynamics of Field Rodents”? I felt that would be a field which 
land grant colleges would have explored. Are we going into that sort 
of thing in a big way? 

Dr. Wattrman. Not in a big way; no sir. The Board has given 
this matter very careful thought but we have been under consider able 
pressure to deal with these subjects in a basic research way in social 
science that have an effect on the way civilization and nature react 
on each other, and how we can do better in the way of relations of 
this kind in other countries. So, we have selected a few such. Now, 
whether they are vital or not is always a hard question to answer in 
basic research. Some of them might comes up with answers that 
would be extremely useful and others contribute to general knowledge, 
and raise the level somewhat, but it is always difficult to say whether 
one particular one is going to be vital because all you can say is that 
it is a good investment and you are counting somewhere in the pro- 
gram to get a payoff. 

Mr. Jonas. What about “Prediction of Population Growth in 
Daphnia”? I think that is one which the University of Missouri has. 

Is that the sort of thing we give a lot of grants for? 

Dr. Waterman. We make very few, but the study of population 
growth and development of animal life is quite an important subject, 
and where this is truly basic research, we feel we should do some. 

Mr. Jonas. What about the “Productivity Studies in the Middle 
Mississippi River” ? 

I understand Dr. Bronk, you did not know about these particular 
subjects. I thought the Board passed on each one of these grants. 

Dr. Bronx. I said I did not remember that particular one. Yes, 
we pass on all of them. The Daphnia is a crustacean, and is being 
studied with regard to its agricultural implications. 


STUDIES OF SCIENCE AND INDUSTRY 


Mr. Jonas. I did not know the Foundation was going into things 
of this sort, such as the “Research and Growth of the Textile Industry,” 
and the “Interrelationship of Industrial Research and Industrial Or- 
ganization,” and the “Contribution of Technology to Agricultural 
Output i in the United States.” 

Dr. Waterman. That is a slightly different subject, but again, we 
have made a few experimental grants in it. It is quite an important 
field, by the way. It is the study of what the relation is between the 
basic research that goes on in the country and the applications that 
may arise out of it. 
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Mr. Jonas. Are we not doing a lot of study of the growth of the 
textile industry in private programs as well as in the Department of 
Commerce, and other departments of the Government ? 

Mr. Vurse.t. The Department of Agriculture comes in there some- 
where, 

Mr. Jonas. What about textile schools? Aren’t they doing very 
much that same thing ? 

Dr. WATERMAN. Yes; this is on the side of the study of actual con- 
ditions and getting data with respect to the whole industry. We are 
trying to get back into fundamentals and see what the effect of basic 
research is on them which is a different point of view than most of the 
other studies. 

It is a very important and neglected field. ‘The experts tell me that 
is the situation. We thought we would try a few grants and see if we 
could make some headway. 


STUDIES FOR ASTRONOMY FACILITIES 


Mr. Jonas. When I commented this morning on your grant of $240,- 
000 to the Associated Universities to make the studies leading to the 
establishment of the National Radio Astronomy Facility, I over- 
looked the fact that you made a similar grant of $250,000 to the 
University of Michigan for studies leading to the establishment of an 
American Astronomical Observatory. That is an entirely different 
proposition. That amounts to $490,000 which you have paid for those 
studies. 

Dr. Waterman. Yes. I believe I answered the first one earlier. 
The second one that you mentioned which went to the University of 
Michigan is to make a site study, and a design study for this observa- 
tory which is to be located somewhere in the Southwest. 

Mr. Jonas. Why would the University of Michigan and why would 
the gentleman who made this study know more about the way to find 
a satisfactory and suitable location than your own group ? 

Dr. WarermMAN. We are making this to the University of Michigan 
for use of a panel that is charged with this duty of surveying what 
should be done for this observatory. 

Mr. Jonas. Did they have any experience in that field 

Dr. WATERMAN. Robert McMath is one of the most experienced as- 
tronomers in this country, and a very successful businessman, and he 
is the chairman of the panel making this survey. So, the money went 
to Michigan—his university—for the use of his panel to make the 
design study and the site study. 

Dr. Bronk. You have to make studies of the degree of light trans- 
mission through the atmosphere in different parts of the country so 
that one does not put the observatory at a place where you would not 
be able to use it effectively, because of atmospheric and other conditions 
being wrong. 

ACADEMIC YEAR INSTITUTE 


Mr. Jonas. I notice on page 148 you made two grants; one to the 
University of Wisconsin in the amount of $249,700, and one to Okla- 
homa A. and M. College of $255,000 for the high-school science-teacher 


program. 
Dr. WATERMAN. Yes, sir. 
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Mr. Jonas. Are those the only institutes you subsidized for high- 
school students—I mean in a substantial way? $255,000 is a sub- 
stantial sum of money. 

Dr. WaTERMAN. We have only made a very restrictive number of 
those. The 96 summer institutes that we spoke about are much less 
ambitious. They only take 6 to 8 weeks, but this is for a complete 
year’s training program. 

Mr. Jonas. Take the Oklahoma A. and M. institutes for high-school 
science teachers’ supplementary training program—and I do not neces- 
sarily object. to it, but I want to find out a hat you used the $255,000 for. 

Dr. WarerMAN. This is one of the year-long institutes that we spoke 
about and that Dr. Middlebush mentioned having visited. 

Mr. Jonas. Did you pay the teachers, or did you provide free tuition 
to the students, or what did you use the money for ? 

Dr. WarerMan. It pays the university for the cost of the entire pro- 
gram, that is, to pay the cost of the teachers’ time and the employment 
of teachers. It provides the tuition cost for the high-school teachers 
that gotoit. In other words, it pays the cost of setting up this course 
of study for the high-school teachers and paying their expenses. 

Mr. Jonas. How were these high-school tes achers selected in just two 
States for this? 

I am getting close to the point, which Mr. Thomas and Mr. Boland 
mentioned. If you want to go into the reactor business at a few insti- 
tutions, you will have trouble with the rest of the institutions in the 
country, and if you start providing free courses for high-school teach- 
ers in Oklahoma and Wisconsin, you will eventually have to provide 
them in every State. 

Dr. WaTrerMAN. These were two experimental ones established last 
year. We watched these closely and found they seem to be doing 
extremely well. This present year we are planning 16, as Dr. Middle- 
bush mentioned earlier, well distributed throughout the country. It 
is hoped they will serve as good centers for their regions. 

We are relucant to go further because this program takes teachers 
out of the school for a year and teachers are needed right now. 

Mr. Jonas. I think you could devote far more attention to the 
improvement of the teaching at the high-school levels in this country. 
I would like to see more emphasis placed on that and less placed on 
giving grants for fellowships in areas which may be fine and good 
for the country in the long run but which have a questionable rela- 
tionship to the development of science, as I understand it. 

Dr. WaTEeRMAN. These institutions make their own selections of the 
teachers that come. I believe the distribution is pretty representative 
throughout the country, is it not, Dr. Kelly ? 

Dr. Keniy. Yes, sir. There are 16 scattered throughout the United 
States. There are 96 summer institutes also geographically distrib- 
uted. They are shown in this green list I have here. 

Mr. Jonas. Yes, and they are listed here. I picked out these two 
because they are far more expensive than any of the others. They 
seem to me to be running the school in these two instances, whereas 
the other cases have smaller grants, such as $20,00, $14, 00, $31,000, 
and so on. In these cases you spend $250,000 in each of them. 

Dr. Waterman. These are year-long institutes instead of for 6 
or 8 weeks. 
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Mr. Jonas. Do you pay the tuition of the students and their sub- 
sistence ? 

Dr. Waterman. Tuition charges to the teachers that come and a 
stipend to the teachers and then the cost to the institution for the 
instruction. 

Mr. Jonas. How are the students selected ? 

Dr. Waterman. By the institution from the applications they 
receive. 

Mr. Jonas. Are they within State limits? 

Dr. Waterman. Not necessarily. In some of these where the ap- 
plications are more local they will take in more local representation. 
In others they are quite extensive. Is that right, Dr. Kelly? 

Dr. Ketiy. That is right. All of the institutes are open to any 
high-school teacher throughout the United States. <A little over 80 
percent of the money goes directly to the teacher and a little less than 
20 percent goes to the university for staff and laboratory equipment. 

Mr. Jonas. When you say teacher you mean the student ? 

Dr. Ketiy. Yes, sir. 

Mr. Tuomas. Gentlemen, we certainly are delighted and honored 
to have had you with us again. We hope to see you very soon. 


Tvurspay, Ferrvary 19, 1957. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 
WITNESSES 


DR. JAMES H. DOOLITTLE, CHAIRMAN 

DR. HUGH L. DRYDEN, DIRECTOR 

DR. JOHN F. VICTORY, EXECUTIVE SECRETARY 

JOHN W. CROWLEY, ASSOCIATE DIRECTOR FOR RESEARCH 
I. H. ABBOTT, ASSISTANT DIRECTOR FOR RESEARCH 

A. M. ROTHROCK, ASSISTANT DIRECTOR FOR RESEARCH 
RICHARD V. RHODE, ASSISTANT DIRECTOR FOR RESEARCH 
E. H. CHAMBERLIN, EXECUTIVE OFFICER 

RALPH E. ULMER, BUDGET OFFICER 


Mr. Tuomas. Will the committee please come to order. 

We have with us this morning the National Advisory Committee 
for Aeronautics. 

It is a pleasure to have this group with us again. 

We certainly welcome the new Chairman, Dr. James H. Doolittle. 
Welcome aboard, Doctor. You certainly need no introduction to this 
committee, the Congress, or the people of the United States. Perhaps 
you are better and more favorably known than most of us. 

We have our old friend, Dr. Dryden, here. Dr. Victory, Executive 
Secretary, who has been with the NACA for a long, long time. 

I see Dr. Crowley, Mr. Abbott, and Dr. Rothrock. We always 
like to see Dr. Rothrock. I tried to argue with him 6 or 7 years ago 
and didn’t even get to the front door with him. : 

Dr. Richard Rhode, Assistant Director for Research, Mr. Chamber- 
lin, executive officer, and Mr. Ulmer, budget officer. 

Do you have a statement for us, Doctor; do you want to talk, or 
what is your pleasure? 
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We would like to have you all do a lot of talking. We find out we 
learn a lot more when the other fellow does the talking. 


GENERAL STATEMENT BY Dr. Doo.irrLe 


Dr. Doouittie. I jotted down a few notes to assure some semblance 
of continuity to my remarks. 

It is a great pleasure for me to appear here as Chairman of the 
NACA. I have been Chairman for only 4 months, since October. 
However, I have been a member for the past 8% years, so I am fairly 
well aware—— 

Mr. THomas. You are not plowing virgin soil by any means, are 
you? 

Dr. Doouirtie. I am also Chairman of the Air Force Scientific 
Advisory Board, which is a group of some 60 scientists who serve the 
Air Force. As a matter of fact, I serve on six different committees 
in Washington. Perhaps the third most interesting is the Killian 
Committee on Foreign Intelligence. I am in the Air Force Reserve. 
I recently returned from a 2-week trip to Europe during which I 
visited 8 different countries and 15 different places in 15 days. It was 
a proposition of flying at night and working in the daytime; it was an 
extremely interesting trip. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 

Dr. Dootrrrie. In order to make a living, I am vice president and 
director of the Shell Oil Co., and have been for the past 11 years. I 
have been with Shell for 27 years. I took leave of absence during the 
Second World War to go back into the service. 

The above and my wartime experience give me some knowledge of 
international affairs, airpower in action, the importance of quality in 
arms, and, incidentally, I believe it was Nathan Forest who said that 
victory comes to him who gets there firstest with the mostest. In this 
day and age it is the one who gets there firstest with the mostest and 
the bestest. The importance is on the last term. 

I am also acquainted with the vital importance of timely and ade- 
quate research and development and the unique role played by the 
National Advisory Committee for Aeronautics. 

The airplane, missile, and nuclear weapons have changed the 
concepts of war and the course of history. 

The new determinant, in my mind, and one that is not often talked 
about, is the ability to concentrate firepower in time and space. That 
is the big change that has come, and that is why the new weapons 
are not just an outgrowth of old weapons but are something new. 

If we remember Iwo Jima, it was bombed for about 90 days, a little 
bit each day. In the course of that bombing the Japs learned, first, 
how to minimize the effects of the bombing; and, second, proved that 
the human animal is perhaps the most adaptable animal of all. They 
learned also how to accept the bombing even though they couldn’t 
in some cases reduce the effect. 

Had that bombing been done in | day, or, as it can be done today, 
with 1 bomb instead of with many bombs in 90 days, I have no 
question but that the great losses we suffered at Iwo Jima would not 
have been suffered, that we would have walked aboard for free when 
the debris and the radioactivity washed away. Therefore this con- 
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cept, concentrating firepower in time and space, is the new thing we 
have, and it has changed our whole concept of warfare. 

The Soviets have more airplanes than we. They have more 
scientists and engineers than we. As I said, one of my chores is on the 
Killian Committee on Foreign Intelligence. One study we made 
indicated that in 1955 they turned out roughly twice as many scien- 
tists and engineers as we did. 

They are rapidly closing the technological gap. They are making a 
tremendous effort to surpass us. I think our weapons are still better 
than theirs, but there is certainly no room for complacency. Our 
very best efforts are required if we are to stay ahead. 

Our national security depends upon a powerful force in being, a 
deterrent force, better weapons than the enemy, greater knowledge, 
and here I should like to speak of a stockpile of ideas, and that is 
obtained through research and development—two types, research to 
furnish new ideas and the application of those new ideas to military 
requirements in order to get, let us say in the airplane, more speed, 
more altitude, more range. 

The ability to do the job better is important. Maximum effect 
with minimum chance of loss of our equipment and personnel is the 
goal. 

NACA is a primary agency in doing this work. We must have the 
tools necessary to do the work. We need pilot facilities, small 
facilities to learn how to make the big ones. We need full-scale 
facilities. Incidentally, we now know just exactly what we need in 
order to get more actively into the hypersonic area. We dealt in 
the subsonic, supersonic, and, oddly enough in the transonic area 
after subsonic and supersonic, and now we are up to the hypersonic 
area where we again know what facilities we need in order to do our job. 

Most important of all we must have the people. I was very proud 
during the time that I was a member of the NACA of the NACA 
people with whom I came in contact. Since becoming Chairman I 
have come to know them more intimately, and that pride has grown. 
We have a very fine group of devoted people. 

We are doing, I say modestly, a reasonable job on a very tight 
budget. I personally have checked every item as it has come up, as 
has our facilities panel and our executive committee. 

Before discussing the details of our estimates, I should like to present 
Dr. Dryden and some of his colleagues who will give a brief report on 
NACA accomplishments, on the state of the art, and possibly give us 
a little view of things to come. 

That is not quite a prepared statement, Mr. Chairman, but it is 
what I would like to say. I am pleased to answer any questions now 
or to pass the ball to Dr. Dryden, as you choose. 

Mr. Tuomas. Thank you, That was a fine statement and very 
helpful. We will now listen to Dr. Dryden and anyone else who 
wants to talk. 







































PROGRESS IN AIRCRAFT PERFORMANCE 








Dr. Drypen. I will start with a brief discussion of the state of the 
art. 

This is a diagram with speed plotted along the bottom in thousands 
of miles per hour, from zero to 20,000 miles per hour, and altitude 
plotted in miles from zero to 80 miles. 
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All of the development of flight up until the year 1947 consisted of 
manned aircraft in a small part of this region shown here in black and 
the V—2 missile, which I am sure you know about. Its speed was in 
the neighborhood of 3,600 miles per hour. The altitude was 55 miles. 

With the development of new forms of propulsion, as Mr. Rothrock 
will describe a little later, substantially this whole area has been opened 
up for exploration, and we have indicated on the chart guesses at what 
tvpical vehicles in these various areas might look like. 

We show the ICBM here. If you want to complete the chart, for 
the present at least, we include satellite velocity out at this end. 

All of our present turbojet military manned aircraft are operating 
in this region here. Asa typical airplane, we might look at the model 
of the Navy plane we will talk about later, or the one which is on the 
table with a slightly different configuration. The colors of the models 
on the table and the sketches on the chart match. 

In the future perhaps we will extend the speed and altitude range 
of manned aircraft of this general configuration into this region 
lindicating] and that will be talked about later. 

In the missile field—— 

Mr. Tuomas. What is the top limit in manned aircraft as of today? 
Give me the altitude and speed. 

Dr. Drypen. The top limit has been obtained by a research air- 
craft, the X-2, which was lost in its last flight. It went—— 

Mr. THomas. Out at Muroc? 

Dr. Drypen. Yes. It went to a speed of well above 2% times the 
speed of sound. Ona previous flight it had gone to an altitude of —— 

(Discussion off the record.) 

Dr. Drypen. The service aircraft, generally speaking, are in this 
general range [indicating]. 

We will have to take some of these exact numbers out of the record 
for security reasons, and we will do as is our custom, talk freely and 
then check what has to be taken out. 

Mr. Tuomas. That airplane is out of the research stage now, apart 
from research and it is a man-driven plane. 

From a practical point of view what do we have in the air and what 
is the best our competitors have in the air in the same field? 

Dr. Drypen. Unless General Doolittle has something more con- 
crete about our competitors, I think their speeds are probably—— 

Mr. Tuomas. I mean from a practical operational point of view. 

Dr. Dooutrrie. From the point of view of our own fighters probably 
the fastest fighter we have is the F—104. 

(Discussion off the record.) 

Mr. Tuomas. That is in production? 

Dr. Doouitrie. Yes, and now going into the combat units. 


RUSSIAN AIRCRAFT 


Exactly what the Russians have we do not know. We don’t think 
they have anything that good. We know that in Korea they had 
airplanes that had a better rate of climb and a better ceiling than 
ours; however, they were not as fast and not as maneuverable, and 
they came out with the Mig-17 which was a superior airplane over 
the Mig-15. At about that time we came out with the F-100. We 
can therefore say we believe we have a slight advantage in quality 
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over the Russians. However, if you go back a little ways you will 
see that that quality advantage is closing rapidly. 

Mr. Tuomas. They are making improvements? 

Dr. Doouirrie. Making faster strides than we are. 

Mr. Tuomas. Dr. Rothrock, the Jast time we were out to your place 
in Cleveland I believe everybody was positive that our engine as of 
that date was better than anything the Russians had in their Migs or 
in any other plane. 

Mr. Rorurock. Based again on the combat experience between our 
planes and the Russians’ during Korea, we would come to that con- 
clusion. 

Mr. Tomas. As a matter of fact, you had a couple of the Mig 
engines in the laboratories where you ran tests and there wasn’t too 
much guesswork about it. However, that was 2 years ago. What is 
the picture now? 

Mr. Rorurock. Again from the information we get from Russia, 
and it is scanty, all we can say is that we presume they are going down 
about the same road we are. They have built engines larger than we 
have built, but that is not necessarily a better thing to do. It is a 
question of engineering judgment. 

Mr. Tuomas. Again straining my memory, I think our people were 
of the opinion that the Rolls Royce engine that we were improving, 
and still improving, was a better engine than anything they had. 
What is the status of that Rolls Royce engine? That was funda- 
mentally a British engine, was is not? 

Mr. Rorurocx. Yes. The engines in the Russian planes were 
based, of course, on the Rolls Royce design, some of the Rolls Royce 
engines sent to Russia. They copied them and then developed from 
there. They showed considerable ability to develop from an engine 
which they had purchased. 

The extent they can start from scratch in developing an engine we 
don’t know. 

Mr. Tuomas. That is exactly what we did, is it not? 

Mr. Rorurock. Yes, sir. 

Mr. Tuomas. How much have we improved on it? 

Mr. Rornrock. Greatly, severalfold. We will go into that later. 

Dr. Doouirrie. 1 think the bomber picture shows a little more 
clearly than the fighter picture where they are going. 

Relatively a few years ago they copied our B—-29. That was the 
best bomber they had. We went ahead from there and built the 
B-—47 and then the B-52. 

Now they have, instead of copying one of our airplanes and being 
5 or 6 years behind us, they have an airplane comparable to the B—-52. 

Mr. Tuomas. Of their own design? 

Dr. Doouirrie. Of their own design, and they are making it in 
larger quantities than we are making the B—52, an airplane of similar 
performance. We have not flown it. We flew the Mig so we know 
exactly the performance of a Mig. 

However, in that airplane, with similar performance and similar size, 
they have 4 engines where we have 8. Their engine, therefore, has 
roughly twice as much thrust as ours. 

This is of the same vintage. 

Now we have engines coming out that have as much thrust as theirs. 

Mr. Tuomas. Is that good or bad, 4 engines against 8? 


88278—57— pt. 2 36 





1414 


Dr. Doourrrie. There are advantages and disadvantages. One 
thing we cannot laugh off is that they had a 20,000-pound-thrust engine 
long before we did. That we cannot laugh off. 

Whether it is good or bad is a moot question. 

When you have more engines you have more performance if one 
fails. However, you have more chance of one failing, and you have 
to balance that out. 


ENGINES FOR COMMERCIAL USE 


In commercial usage we consider four engines the optimum. 

Mr. Tuomas. In commercial use? 

Dr. Doouirrun. Yes, sir. If you want the safest airplane you can 
get you put four engines in it. 

Mr. Tuomas. Rather than six or eight? 

Dr. DoouirTie. Rather than six or two. 

Dr. Drypsn. This is based on the study of failure rates of engines 
and performance with one engine out. It is pretty accurately known. 

Mr. THomas. Not much guesswork involved? 

Dr. Dryprn. That is right. 

Dr. Doourrriz. One other thing, the engines we brought back from 
a Mig, we found that the Russians had gotten those from the British, 
we had gotten them from the British. We improved the engine, the 
British improved the engine and the Russians improved the engine. 

Mr. Tuomas. That is what I was afraid the answer was. Dr. 
Rothrock didn’t quite put it on the line to that extent. 

Dr. Drypen. To answer the other question, people shoot at military 


aircraft, and this changes the numbers quite a bit. In other words, 
in commercial operation 
Mr. Tuomas. The field of operation is slightly different. 


ADVANCED AIRCRAFT AND MISSILE TYPES 


Dr. Drypsn. That is right. 

To continue up the speed and altitude scale, we have the inter- 
ceptor ground-launched missile, and a type of aircraft called the 
boost glide aircraft. I will talk about that more later. 

You know that we are putting a great effort in the intercontinental 
ballistic missile. 

This is not a model of an actual missile but it will give you some idea. 
This top is the thing that is finally the weapon. It takes a lot of fuel 
and structure to send this object up. This then falls into the at- 
mosphere as a weapon. 

We mentioned the boost glide aircraft. I said originally the whole 
field of the chart was opened up. This is not quite true. If we try 
to fly very fast at low altitudes we burn up the airplane. The same 
air friction which heats up meteorities will burn the airplane up, so 
we cannot fly at 10,000 miles an hour at 10,000 feet. 

Mr. Tuomas. Too much air. 

Dr. Dryprn. That is right. 

As a matter of fact, in our airplanes, our research airplanes, and one 
which will be mentioned to you, we are getting into regions where the 
airplane does not burn up but it gets into a lot of additional problems 
from the heating due to the fast motion through the air. 





On the other hand, if you try to fly up to 40 miles the air is too thin. 
It will take an enormous wing, so big you couldn’t build it within the 
weight requirements. 

In the ballistic missile we simply throw the missile, like a stone. 
There is no question of using air to support it. 

In the boost glide aircraft we have wings. It turns out there is sort 
of a corridor on this chart. ‘The faster we fly the higher we have to go 
to keep from burning up. On the other hand we have to stay as low 
as we can in order to be able to get enough lift from the air. 

Mr. Tuomas. The higher you go the colder the atmosphere? 

Dr. Drypen. No, the less of it. You are dependent on the 
wings 

Mr. Tuomas. Temperature has nothing to do with it. It is quan- 
tity? 

Dr. DrypreNn. Quantity of air if you want to support yourself by 
wings. 

(Discussion off the record.) 


ROLE OF GUIDED MISSILES 


Mr. Tuomas. Let me mention this, gentlemen. NACA was 
criticized to some extent during World War II for not having com- 
pleted the research looking toward more advanced planes. The Ger- 
mans had an edge on us. 

I am wondering if we are on the edge of missing the boat right now 
in our efforts in not shifting emphasis from the airplane to the missile. 

Dr. Dryprn. This is a question about which we have thought, of 
course, and discussed many times. It is very important. 

Mr. Tuomas. Go ahead with the statement. I am just putting the 
question to you so you can be thinking it over. 

Dr. Doouirrie. If I may add one thing. Missiles have not yet 
been proved. We must have a force in being. Until the missile is 
proved we have to hedge and have the airplane. 

Mr. Tuomas. Yes; but there is still that middle ground. We know 
it will come. 

Dr. Dooxirris. We think we are in that middle ground. 

Mr. Tuomas. There is no doubt but that it will come, is there? 

Dr. Doouirriz. I am satisfied it is coming. There is some doubt 
about when it will come. 

Mr. Tuomas. If Germany had been left intact economically and as 
a nation, is there any doubt in anybody’s mind that it would have 
been here long before 1957? 

Dr. Doouirrie. In around 1947. 

Mr. Tuomas. All right. If the Germans could have had it, it is 
anybody’s guess. Is there any doubt in anybody’s mind that it will 
come 5 or 10 years from now somewhere? The question is, are we 
going to be the leaders? 

Dr. Dryprn. There is no doubt missiles are coming. There is 
serious doubt as to whether they will completely replace manned 
aircraft, and for two reasons 

Mr. Tuomas. In certain fields the answer is obviously “Yes.” 

Dr. Dryprn. Consider the idea of throwing away the investment 
in a large missile on every mission. These missiles that travel long 
ranges with high power are very expensive. Even the richest coun- 
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try, the United States, is not going to build these in tremendous 
numbers. ‘They are a one-way proposition. 

Second, we have never found any mechanism which is as adaptable 
as the human brain, recognizing decoys, and soon. Man’s judgment 
is an essential element in the military situation. 

Most of us think that the airplanes and missiles will do this—the 
airplane will become more like a missile, that man will go along as a 
monitor and bring it back. His performance—— 

Mr. Tuomas. If this thing progresses like many people think it is 
humanly possible to progress, if you don’t have the missiles you might 
as well throw the airplanes out the window. We will be wrecked 
with missiles. If you don’t have them, God help us. Even if we 
have B-52’s or B-58’s, what will wreck us is the missile. 

Dr. Drypen. I couldn’t agree with you more fully other than to 
say this: I believe placing full reliance on missiles is a very dangerous 
conclusion for us to come to. 

As General Doolittle has said, the missiles have not yet proved 
themselves, and even after they prove themselves I think it will be like 
the whole history of warfare—it will be a new additional weapon. 
The airplane may be the carrier of missiles, and so forth. I do not 
think the manned aircraft will disappear very soon. 

Mr. Tuomas. I think you are right, but I think its function and 
use will be grossly minimized from the part it plays today. 

Dr. Doourrtie. If I could put my Air Force hat on for a moment, 
The highest priority the Air Force has now is in the development 
of intercontinental missiles. It is not as though it was not being done. 
It is being done on the highest priority. 

Mr. Tuomas. We are talking about NACA, though. 

Dr. Drypen. NACA is active in supporting this program and 
the fundamental research 

Mr. Tuomas. But your budget doesn’t indicate it. Let us get 
down to cases. I didn’t get the idea out of my hat. I am no expert 
but reading the budget I came to that conclusion. 

Dr. Drypren. We are not concerned with designing the missile. 
We are concerned with how much heat the designer has to deal with 
in the warhead, what magnitude of cooling or what magnitude of heat 
storage does he have to provide, and what shape should he make it. 

Actually the shapes which our people have worked out are the ones 
being used in the missiles now under design. We will find out in the 
next year or two whether we know as much about this problem as we 
think we do now. 

When you get to the actual testing nature will tell you whether your 
estimates are correct. 


ACCURACY OF PRESS REPORTS 


Mr. Tuomas. I have an article that fits in here. I may be obsessed 
with a case of general jitters and everything out of line added to it, 
but here is an article that was on the front page of the Washington 
Post yesterday. I don’t know whether or not it is true. 

(The article referred to is as follows:) 
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{From the Washington Post, February 18, 1957] 
GERMANY TO AMERICA IN 35 MINUTES 


Aide Says Hitler Planned to Bomb United States, Asserts Nazis Built ‘Flying 
Saucers”’ 


Municu, West Germany, February 17.—Nazi Germany developed flying 
saucers that flew more than 1,000 miles an hour and a bomber that could attack 
the United States and return without refueling, it was revealed today. 

These and other details of Hitler’s efforts to achieve a ‘‘wonder weapon” that 
would turn the tide of World War II in its closing stages are revealed authorita- 
tively in a book called the German Weapons and Secret Weapons of World War IT 
and Their Development, by Rudolf Lusar, who during the war was head of the 
Technical Arms Department of the German War Ministry. 

The flying saucers, designed by three German engineers, and an Italian, were 
138 feet in diameter. The first one flew February 14, 1945, at Prague, and 
reached a height of more than 40,000 feet and a speed of 1,250 miles per hour. 

Germany, the book says, was also building the Heinkel 343, a bomber capable of 
reaching the United States and returning without refueling. Several of the planes 
were ready at the end of the war. The book also said it was originally planned 
to stage the first air raid on the United States in May 1945. 

The Germans also were busy at work on the super V—Nine rocket, an outgrowth 
of the V-One and V-—529 rockets which Germany aimed at England after the 
Allied landings in France in 1944. 

Had they been completed, the book said, the V-Nines would have been able to 
carry a 1-ton warhead across the Atlantic to the United States in 35 minutes. 
The rocket was actually to have been guided by a pilot, who would jump out at 
the last moment with a parachute, to be rescued, if possible, by a German sub- 
marine at sea. 

The book also described an acoustic cannon, which was supposed to be able to 
kill men with sound waves at a range of 70 yards but which turned out to be a 
failure and was scrapped. 

But the Germans did turn out a wind cannon which could shatter wooden 
boards at a distance of 200 yards with jets of compressed air, the book said. The 
wind cannon was ready for action at a bridge over the Elbe in 1945 but was never 
used, 


Mr. Tuomas. It states: 


Nazi Germany developed flying saucers that flew more than 1,000 miles an 
hour and a bomber that could attack the United States and return without re- 
fueling, it was revealed today. 

These and other details of Hitler’s efforts to achieve a ‘‘wonder weapon” that 
would turn the tide of World War II in its closing stages are revealed authorita- 
tively in a book called The German Weapons and Secret Weapons of World War II 
and Their Development, by Rudolf Lusar. 

Is this the chap who has the laboratory in Munich now? 

Dr, Drypen. No. 

Mr. Tuomas. I met him 2 years ago. To continue with the 
article: 

The flying saucers designed by three German engineers and an Italian were 
138 feet in diameter. The first one flew February 14, 1945, at Prague, and 
reached a height of more than 40,000 feet and a speed of 1,250 miles per hour. 

Let us take this separately. What evidence do we have of that 
article being true? We have talked about flying saucers. We all 
said it didn’t exist. Is there any truth in this statement? 

Dr. Drypxen. There is no truth in that statement. This is an 
advertisement for a book which includes material discovered by our 
groups who went into Germany after the war. 

Mr. Tuomas. Is there no such thing as a flying saucer and the 
Germans didn’t have it in 1945 and don’t have it yet? 

Dr. Drypen. That is right. 
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Mr. Tuomas. This is pure fiction about having one that went to an 
altitude of 40,000 feet and a speed of 1,250 miles an hour? That is pure 
fiction? 

Dr. Drypren. There was a book written by Saenger, the man you 
are thinking about, which showed a V-2 rocket with wings which 
was to bomb New York by being thrown to a high altitude and then 
skip on the atmosphere like a stone on the surface of water. This 
was merely a proposal, an idea. 

Mr. Tomas. They had no flying saucer in being. That is the 
point. That is pure fiction? 

Dr. Drypen And they had no around the world bomber. 

Mr. THomas. Let us take the next one. 

Germany, the book says, was also building the Hein kel 343, a bomber capable 
of reaching the United States and returning without refueling. Several planes 
were ready at the end of the war. 

Dr. Drypsen. Mr. Heinkel just has written a book about all of his 
designs and experiences and there is no mention of such performance 
in his book. 

[The book referred to is Stormy Life, New York, 1956. The longest 
range bomber built by Heinkel was the He-277 with an operating 
radius of about 1,800 miles and a top speed of 356 miles per hour. 
The production program for it was canceled.] 

Mr. Tuomas. Didn’t we have Mr. Heinkel here about 2 years ago. 

Dr. Drypen. He has been in this country. 

Mr. THomas. I think I met him. He and one of his top designers 
were in my office about 2 years ago. 

Dr. Drypren. You have to distinguish hardware from ideas; at the 
present time the boost-glide aircraft 1s an idea. 

Mr. Tuomas. These are not ideas. The article says they had 
them in being and the saucer went to 40,000 feet, flew in Prague, 
and had a speed of 1,250 miles an hour. We are not talking about 
ideas but something which has been done. 

Dr. Dryprn. That is not so. 

Mr. Tuomas. They didn’t have the bomber nor the saucer? 

Dr. Doourrrie. It just “ain’t”’ so. 

Mr. Tuomas. I think NACA is perhaps in as good a position to 
say “it ain’t so’? as anybody. For the use and benefit of John Pub- 
lic’s quietude and peace of happiness somebody in authority in the 
scientific field should have said ‘‘it ain’t so,’’ and the American public 
would have accepted it. Is anybody who is a scientist going to 
disagree? 

Dr. DryprEn, No, sir. 

Mr. Tuomas. Who will debate it? 

Dr. Doourrrie. The chap doing the advertising, and he would use 
your denial as another leg up to get out another story. 

Mr. Tuomas. He is a German; he isin Bonn. I think Mr. Strauss 
is a fine, intelligent young man and I don’t think the Minister would 
permit him to say what they had then and what they have now. I| 
think Mr. Strauss, who is the counterpart of Secretary Wilson, would 
back up what our people say. 

Dr. Doouirris. I was with Mr. Strauss about 10 days ago and 
he is a very, very competent gentleman. 

Mr. Tuomas. He wouldn’t let that get by. 
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Dr. Doouitrtie. He is one of the sharpest young men I have ever 
talked to. He is about 41, I believe. 

Mr. Tuomas. Yes, and he has enough energy for five men. Mr. 
Strauss will not say he has a flying saucer unless he has it. Do you 
think he would? 

Dr. Doouittie. Well, he hasn’t. 

Mr. Tuomas. Of course not. So if somebody in authority in this 
country says that is pure fiction, more than likely Mr. Strauss would 
say ‘Yes, it is pure fiction.” 

Dr. Doouirtte. If all of the misinformation that was printed in 
the newspapers were refuted by the NACA we would have no time 
to do anything else. 

Mr. Tuomas. But there is so much said about the flying saucers 
from people who can speak with some credence. A pilot flying on a 
commercial airline states ‘I saw it.” Apparently he thought he 
saw it. Somebody in authority ought to, once and for all, nail it 
down and say it is pure fiction. 

Dr. Drypen. The Air Force has tried it. They have issued press 
releases. 

Mr. Tuomas. I have read some of the press releases. They hemmed 
and hawed and they were a little on the weak side. 

Mr. Evins. The Chairman of the CAB was recently quoted in the 
press that in 10 years from now there would be no airspace left in this 
country. With progress we are making in aviation 10 years from now 
there would not be sufficient airspace for air safetv? Do you agree? 

Mr. Tuomas. There is not enough space over the District of Colum- 
bia airport, is there? 

Dr. Drypren. That is why we have to go higher with some airplanes. 

I might stop at this point on the state of the art with one closing 
remark. The NACA problem is to stay ahead but to be somewhat 
conservative, because, as General Doolittle said, we cannot compete 
with the science-fiction people. I believe, as perhaps some of you do, 
that space flight will come. We can make bigger satellites than the 
one now under construction and have people in them. Maybe we 
will get away from the earth’s gravitational field eventually. I 
would not recommend to you that you give us $70 million a year to 
work on that problem now because the advances in technology 
required before you are prepared to undertake such a task are very 
great, indeed. 

I am afraid some of our remarks may sound conservative to you 
because we don’t make claims of early realization. 

Mr. Tuomas. I grant you that yours do to me. 

Dr. DrypEn. We are trying to hold our feet on the ground and our 
head up in the clouds. 


ACCOMPLISHMENTS OF NACA 


For the other part of the presentation I wish to run through quickly 
a set of accomplishments. I will not stop to go into these in detail. 


AREA-RULE CONCEPT 


The area rule you know about. 
This is a picture of the Convair F-102 airplane showing the appli- 
cation. 





1420 


RAM JET ENGINE IMPROVEMENT 


This is one of the versions of the Navaho missile with ram jets. 
The ram-jet engines essentially were developed by the manufacturer 
and NACA in collaboration at our facilities at Lewis. In other words, 
as originally designed on the basis of the best knowledge available the 
engine could not meet its performance requirements. 

As a result of research to improve the combustion and to improve 
the airflow into the entrance of the engine, that engine is now able to 
make its required performance. 


CONICAL CAMBER 


You know the B—58, the model here on the table. One of NACA’s 
contributions to this airplane was the so-called conical camber. The 
B-—58, as you know, is an airplane for use at subsonic speeds and also 
to have the capability of supersonic dash. Whenever you try to 
make something do two jobs well you run into a compromise. 

In this particular case that rather minor change made a difference 
of many percent in the range of the aircraft. It helps it adapt itself 
to the subsonic and supersonic conditions. 


EJECTOR NOZZLES 


The engines on the B-58 use a jet ejector nozzle. The principles 
and design data were worked out in the NACA wind tunnels. This is 
the actual gadget developed by industry. You cannot see it well. 
There are a lot of adjustable tabs which control the size of the exit 
from the jet engine and the amount of cool air that comes around 


beside it. 

Without such a nozzle the performance of the B—58 at subsonic 
speeds would be greatly penalized because you have to adjust the back 
end of the engine differently for supersonic and subsonic flights. 


FINGERTIP CONTROL 


I mentioned that the airplane was becoming more and more auto- 
matized. The pilot is not strong enough to operate all the controls. 
There is a rapid change in progress in the design of controls of fighters, 
controlling them with a little short lever. The pilot’s wrist is resting 
on a support. 

One of the problems in our high-performance fighters has been that 
when the airplane is subjected to acceleration the pilot’s hand is 
shaking. He is holding a stick out in front of him. Sharp bumps or 
maneuvers move his hand, so that he induces motions which would 
not be there if he could hold the controls still. 

This type of control seems to be the type which will be used in our 
modern fighters and a lot of the work on the design principles of this 
type of system have been worked out by the NACA. 


DYNAMIC STABILITY 


This next chart refers more to a method of study of troublesome 
problems on the ground. As you know, in a wind tunnel we ordinarily 
hold models still on balances and we cannot study the effects of motion. 
We are developing equipment which allows the airplane to roll, or to 
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go through maneuvers so that the dynamic stability as well as what 
we call static stability can be studied in the wind tunnel. 


SPINNING 





INVESTIGATIONS 


We have done a lot of work on methods for recovery from spin. 
In the first place we try to design an airplane so their spinning charac- 
teristics are not bad. In other words, a pilot doesn’t get into a spin 
from which he cannot recover, and knows what motions of the controls 
will permit recovery. 

I think it is a fair statement that the lives of a great many pilots 
have been saved because by such experimentation. It has been found 
out what to do, and sometimes it is contrary to what you might think. 
Sometimes the pilot has to put the controls in the opposite direction 
in certain types of airplanes, to bring them out of a spin, than would 
be his natural reaction. 


REENTRY PROBLEMS 


This chart shows a method for study of the heating problems of 
high-speed flight of aircraft and missiles. The photograph shows a 
five-stage rocket-propelled research model. The five rockets are 
standard types available from the military services. From them we 
build up this combination. The final stage has in it thermocouples 
for measuring surface temperatures and telemeters to transmit results 
back to the ground. The model attains a speed oftentimes the speed 
of sound (6,600 miles per hour) or more. We have gotten some 
measurements of heat transfer on this model and others. This infor- 
mation is transmitted to the designers of the intercontinental ballistic 
missiles. 

Mr. Tuomas. That telemeter will transfer the heat recording all 
the way up to any given altitude? 

Dr. Drypen. Yes; up through maximum speed. The range we can 
follow is limited by the radar equipment we have at Wallops Island. 
We are asking for more modern equipment in the 1958 budget. 

Dr. Dootirrie. It picks up speed in the dense atmosphere as it 
comes down. 

Dr. Drypen. The final stages are fired when the model is on the way 
down. We are simulating the reentry of the ballistic missile. 

This next chart refers to wind-tunnel experiments in some of our 
small equipment capable of reaching speeds of seven times the speed 
of sound. 

BALLISTIC MISSILE NOSE SHAPES 


These are pictures of some of the nose shapes which have been tested 
in connection with both flight tests and»wind tunnels. There is the 
problem of stability. You want the warhead to hit nose down. If it 
tumbles or falls with back end to there is a problem of getting it to go 
off properly. We have made studies of the stability of these various 
warheads. 


JET FLAP 


The jet flap is next. You may have read about this. This is one 
hope. of reducing the runway requirements for transport aircraft, 
especially those that have the engines mounted in pods. A deflector 
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directs the exhaust jets of the engines into a slot between the flap 
and the wing. This ejection of air through the slot enables the air- 
flow to follow the surface of the flap and to give a higher lift coefficient. 
This development is in the early stages. 









FLYING PLATFORM 














You saw this picture before, of the man on the flying platform. 
This is the first experiment of this type made at NACA. These are 
compressed air hoses which supply air to a nozzle which squirts air 
downward. The man stands on the little platform and balances 
himself just as you would balance yourself on a boat on the sea. If 
he wants to move he simply leans a little bit. It is surprising that 
man’s reactions are sufficient to control a small gadget of this type. 

This experimentation went forward by industry and the military 
services, as you may have seen in the press within the last few days, 
in the photograph of a device built commercially for the Army. The 
photograph showed a soldier at a considerable height in the air. The 
Army is determining whether such a device is useful militarily or not. 

Here, again, I would like to emphasize we do only the basic work 
to see whether an idea is feasible, and then the industry takes over 
and makes devices for the military services. 
















VERTICAL TAKEOFF AIRCRAFT 





Vertical takeoff is next. Here are some of the prototypes which 
have been built. These have obvious disadvantages. 

Mr. Tuomas. Explain that more, please. 

Dr. Drypen. This is an airplane sitting on its tail. 

Mr. Tuomas. What are the two objects at the top? 

Dr. Dryprn. This is a triple exposure. In this one the airplane is 
on the ground, in this it is up in the air, and this one shows it turning 
over into horizontal flight. The airplane sits on its tail on the ground. 
It may be a propeller airplane with a big propeller giving thrust 
greater than the weight, or may be a jet. It takes off vertically and 
comes over into horizontal flight. Prototypes of these airplanes 
have flown, but there are some disadvantages. 

Of much more interest are other types of vertical takeoff. This 
one, again, was in the newspaper recently, an idea worked out at the 
NACA Langley Laboratory in which the wing and the engines are 
turned vertically for takeoff. The airplane takes off vertically with 
the fuselage horizontal and then the—— 

Mr. Tomas. I have seen that one. 

Dr. Drypen. One of the industry people has a contract to try this 
out in a prototype aircraft. 

Mr. Umer. This is an actual wind tunnel model, and these photo- 
graphs were taken in our wind tunnel when this principle was demon- 
strated. 
























AERODYNAMIC HEATING OF MISSILE FINS 








Dr. Drypren. The next one I mentioned before. We have flown 
models to many times the speed of sound. This is not easy, because 
we have to solve the structure and materials problem to do that. We 
will go into some of this later. 

This is how the fin burned off, caused the missile to tumble, and this 
is the cure. 
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FAIL“SAFE DESIGN OF PRESSURIZED FUSELAGES 


You will remember the fuselage failures of the Comets. We have 
done a lot of research since that time on how to design a pressurized 
fuselage so that if you get a hole in it it doesn’t explode. This photo- 
graph represents conditions in which a crack does not spread, but 
simply lets air leak out, and this one shows conditions where the crack 
spreads rapidly along the whole side. We think we have that problem 
very well in hand, knowing what proportions of thickness of skin, and 
so on, we have, so that if you get a crack or hole in it, from a broken 
propeller blade, or a fatigue crack or whatever it is, you will not have 
the whole thing blow up on you and lose the airplane. 


NOISE DAMAGE TO STRUCTURES 


This exhibit shows a new problem in military aircraft. The struc- 
ture that is near the jet stream from the engine gets a terrific beating. 
You can call it noise, pressure vibrations, whatever you want. We 
have developed means in the laboratory for studying this problem, 
and the kinds of structures that will resist it. We have sporadic 
trouble of this kind. 

Mr. Tuomas. That is an actual test? 

Dr. Drypen. Yes, sir. If you put this structure within a couple 
feet of the jet, it is subjected to a terrific be: ating from the noise, pres- 
sure variations, whatever you want to call it. It also happens with 
sandwich construction. This didn’t solve the problem. 

Mr. TuHomas. Explain that to us. It looks like a honeycomb. 

Dr. Drypren. To stiffen the skin many manufacturers are using 
this type of construction. This is a metal honeycomb, aluminum- 
alloy honeycomb. 

Mr. Tuomas. What is the theory behind that? 

Dr. DrypEn. To get a thick light structure. The thickness sta- 
bilizes it against vibration. In this case the covering came loose. 
We show this as a sample of one of the new problems. 


ICING PROBLEMS 


Icing is a problem on which we still do some work. The problem 
generally is fairly well in hand. Occasionally some special problem 
comes up. We have a so-called icing tunnel at the Lewis laboratory. 
It is on a standby basis, doing jobs from time to time as they come up. 


CRASH FIRE PREVENTION 


The next topic is fire prevention. You have heard this story before. 
This is a crash in which the fire-prevention system is used. This is 
the fire when it is not used. We expect these systems to be installed 
on the new transports. I cannot state as a guaranty that this will 
happen-——— 

Dr. DrypEen. The system consists of a switch which cuts off the 
electric power and shuts off the fuel. 

Next, it squirts some water into the intake manifold of the engine 
to put out any fire left there. I am talking now of the reciprocating- 
type engines. It also squirts water on the outside of the exhaust 
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pipes to cool them down below the point where they will ignite fuel. 
This is briefly what it is. 

In a jet engine it squirts water into the combustion chamber and 
on the turbine disk. The amount of water required is not very great. 


DITCHING PROCEDURES 


You may recall this ditching of a Stratocruiser in the Pacific not 
long ago. We worked on the ditching behavior of this airplane. 
The report was issued in 1949, of an investigation for the Civil Aero- 
nautics Administration. Ditching Investigation of a One-twentieth 
Seale Model of the Stratocruiser Airplane. 

This is the model tested in the tank. It is difficult to see the spray. 
One thing we find is that the appearance of spray does not scale from 
the model to full scale. 

This is the actual accident in the Pacific, photographed from the 
Coast Guard vessel. 

If you look at this closely you will notice the high attitude of the 
nose here. We determined in our tests what attitude is best to give 
minimum acceleration and disturbance. For practically every air 
transport we have there has been a ditching investigation, and the 
results are used in instructing the pilots in procedures for ditcbing an 
airplane. This NACA report winds up with a rather practical 
result. From the results the following conclusions may be drawn. 
I quote: 

It was concluded that the airplane should be ditched at a medium nose-high 
landing attitude near 6° with landing flaps fulldown. The airplane will probably 
make a smooth run of medium depth with light spray and may even trim up 
slightly in the water. The fuselage will probably be damaged and the lower 
compartment filled with water. In calm water, the maximum longitudinal 
deceleration will be about 4 g, and the landing run will be about 4 fuselage lengths. 


It is very practical advice to the pilot. 
I would like to have Mr. Abbott continue with discussions of the 
aerodynamic field. It is again a story of specific accomplishments. 


PROGRESS IN AIRCRAFT PERFORMANCE AS A RESULT OF AERODYNAMIC 
RESEARCH 


Mr. Azssorr. To illustrate these specific accomplishments I have 
selected a couple of examples. In view of the previous discussion I 
think it is unfortunate they both happen to be airplanes, but I would 
like to emphasize that these are just examples and I could tell the same 
story with regard to almost any airplane or any missile that is being 
developed in the country. There might be 1 or 2 exceptions. 

We have given the same kind of service and done essentially the 
same kind of work for both missiles and airplanes on almost every one 
being developed. 

I have selected these two airplanes which are successive designs of 
Navy fighters, designed and built by the same manufacturer, the 
Chance Vought Co. This one is the F7U-3 and this newer one is the 
F8U-1. These are successive designs by the same manufacturer to 
do essentially the same job. 

Dr. Drypren. What are the flight dates? 
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Mr. Aszsort. This one is about ready to go into squadron service in 
the Navy. The F7U-3 went into squadron service in the Navy 
in 1953. 

The performance comparison of these planes is shown on this chart. 

(Discussion off the record.) 

Mr. Asport. This is an enormous increase in performance for this 
airplane, an airplane which has superior firepower and superior 
navigating and fire-control equipment. 

This improvement in performance of the new airplane results 
directly from application of the NACA research advances in this time 
period which have been successfully incorporated in this airplane by 
the manufacturer. I would like very briefly to illustrate some of 
these to you. 

First of all, with regard to the general shape of the airplane, this 
airplane incorporates the area rule. This airplane doesn’t show the 
wasp-waist or Marilyn Monroe form which received so much publicity 
with regard to a couple of other airplanes where the area rule was 
applied, and that is because this design came along later. The area 
rule could be applied to this airplane from the beginning of the 
design, so it was applied in a much more subtle and much more 
effective manner than it could be on airplanes which already were 
very largely designed and ready to go into production before the 
area rule was applied. 

Going rapidly through these improvements, the inlet was developed 
directly from NACA results, and it takes advantage of the airflow field 
from the nose to improve the pressure recovery for the air going into 


the engine and to improve the efficiency of the inlet. 


} Going back to the wing, the wing is substantially identical in 
geometry to an NACA research wing which was one of a series which 
we investigated. Again taking the major features, you notice that 
this wing moves into two positions. It lands with the wings set high 
and it flies at high speed with the wing turned down in this manner. 

(Discussion off the record.) 

Mr. Assorr. Going to the wing again, you notice the drooped 
leading edge and the leading edge extension. The extension has a 
lot to do with the stability of the airplane at high angles of attack. 
Many airplanes having swept wings tend to pitch up when they get 
up to certain angles. The extension helps eliminate that tendency. 

We have the inboard location of the ailerons. This also shows up 
on the F-100, and it resulted from our research. This airplane also 
has an all-moving tail instead of a tail with a stabilizer and elevator. 
The low position of the tail with respect to the wing also influences 
pitch-up characteristics. There are numerous other subtle things 
used here, which resulted from NACA research in this time period. 

Another example I want to talk about briefly is the B-58. 

(Discussion off the record.) 

Mr. Annotrt. There are two points I would like to make with respect 
to both of these stories: One is that the research results were available 
to improve the airplanes but, secondly, they were available only in 
the barest nick of time. If they had been just a little bit later, we 
could not have applied them at all to get these performances at the 
time the airplanes were coming along. They were recent discoveri?s, 
and the application of these research results to the design involv d a 
great deal of specific work, such as testing, which we had to do in 
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order to find out how to apply these things to the particular airplane 
design. 
UTILIZATION OF WIND TUNNELS 


This specific work does interfere with our research work and pre- 
vents us from getting these research results as early as we should. 
This interference, I think, is shown further here on this pie chart 
which shows the utilization of the Ames 6-foot by 6-foot supersonic 
tunnel for the period from March through October of last year. 

We had scheduled this tunnel in that period to operate this much of 
the time (indicating) on these specific military projects, and some time 
our for tunnel maintenance, and the rest of the time on NACA 
research. 

I would like to mention at this time that this is one of our research 
tunnels and not one of the unitary plan tunnels which was set up 
principally for specific testing and for the application of research 
results to particular designs. 

However, during this time period problems on these new airplanes 
that were coming along—what I like to call our bread and butter 
problems—came along with such intensity and so much priority that 
we were forced to devote this much of the time of this research tunnel 
to specific military work, leaving very little time for our research. 

We had hoped that the advent of the unitary plan tunnels would 
largely relieve our research tunnels of this effort. I would like to 
emphasize that during this period we made every attempt possible 
to keep these projects out of this tunnel. We discouraged people 
who wanted to use it, for development projects and we did not do 
anywhere near as much as the military services or the contractor would 
have liked, or nearly as much as we thought should be done on the 
projects that were accepted. 

In some cases we said we would not accept the request at all, but 
generally speaking, we cannot do that. We are faced with situations 
where a program involves the only airplane of the type which is 
coming along and has to be made successful because otherwise, we 
are left without a weapons system. Many millions of dollars are 
involved in any one of these projects. The result is that we get 
very little time left in these critical facilities to do basic research. 
The less time we have, the fewer of the research results we have to 
put into the next go-round, and the poorer position we are in. 

The only way to correct this is by an increased budget. 

Mr. Yatses. What is the time difference between that first Navy 
plane and the second Navy plane? 

Mr. Aszotr. This F7U3 went into Navy service in squadron 
strength in 1953. This one [indicating] is just now getting ready to 
go in squadron strength. 

Dr. Dryden. It was about 4 years. 

Mr. Yarus. It will take 4 years to make this improvement? 

Mr. Apsort. Yes, sir. 

Mr. Yares. Is that true in terms of research or are you speaking 
of it in terms of production? Is it true in terms of research? 

Mr. Aszort. There is a full 4 years of research results in these 
airplanes. We do not have any stockpile of ideas. 
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COOPERATION IN PROTOTYPE DEVELOPMENT 


Mr. THomas. You made a very interesting observation a while ago, 
and I could not tell whether you were serious or more or less joking 
by saying that the answer to the problem was an increase in the 
appropriation. 

Is that the answer, or is the answer that, perhaps, NACA should 
have a larger place in the original field of design? 

You speak as if, on these particular military planes, that you are 
brought in to do the research after the plane has been designed and 
then it is your job to make them fly, because if you do not make them 
fly we would, perhaps, have no planes to fly at all? 

Mr. Asrort. I am very sorry if I gave that last impression, because 
that last impression is not true. The truth of the matter is that we 
are brought in on these new designs at the very earliest moment. 

Mr. THomas. Maybe I misunderstood you. Did you use that 
language, or something similar to it? 

Mr. Assotr. I did. I used something similar to it. 

We do consult with the military services and with the contractors 
freely and bring everything we know to bear on the question. In the 
case of that design there-—— 

Mr. Tuomas. The military seeks your advice? 

Mr. Ansortr. They seek our advice; yes, sir. 

Mr. Tuomas. Right from the beginning? 

Mr. Apport. Yes, sir; and so does the contractor. In this ease 
over here on the B-58 we gave them the best advice we had. It 
was not good enough. Then, as things went along, it so happened 
that we learned more and were able to apply it, but on this one here 
[indicating] it so happened that for the mission for which the airplane 
was intended to accomplish our advice was good at the time. 

The ideas were adopted, but we did not have sufficient information 
to tell in detail how to apply these ideas to the airplane, and there 
was a great deal of work to do in actually applying them. 

So, the situation varies from airplane to airplane. 

Mr. Tuomas. We want to make this a little more definite, but 
your statement is very helpful and it is good. That is what we had 
always thought the situation was, but let us be a little bit more factual. 

In the beginning, the Air Force, Navy or the Army, wants a par- 
ticular plane. Do they call in NACA and say “Here is our problem. 
Our military requirements demand that we have a plane that will 
perform A, B, C, D, and E operations.” 

Is that the way it happens, and the NACA goes into its position 
as advisers and as a consultant to the service or services and the 
manufacturer, and all three of you then put your skills together and 
attempt to come up with plans and specifications that will meet the 
military requirements, namely, a plane that will do things A, B, C, 
D, and E? 

Mr. Assort. That is basically correct. 

Mr. Tuomas. Thank you, sir. 

Mr. Asporttr. We work hand in glove all the time. 

Mr. Evins. This chart on NACA research does not represent by 
any means all of the research that goes into your work, but only a 
portion of it? 
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Mr. Assotrr. This NACA research here shows the amount of time 
that we were able to spend in this tunnel on what we call research, 
which is the development of new ideas. All of the rest of it is the 
application of the ideas to particular military airplanes or missiles. 
Some of these were missiles which were being designed at the time. 
This applies the results, but it does not develop many new ideas. 
This [indicating] is the amount of time we could spend developing 
new ideas and it is far too small. 


CIVIL AVIATION 


Mr. Yarsus. What are you doing with respect to the problems of 
civil aviation? Are you devoting your time entirely to military 
problems? I know that there are many problems that will arise in 
connection with the conversion of civil transports to jet, with respect 
to traffic problems, and with respect to eliminating noise. Is NACA 
dealing with any of these? 

Mr. Assorrt. This is also our function except the traffic problem. 

Mr. Tuomas. Your authority says “problems in flight.’’ Does 
that cover traffic? 

Dr. Drypen. No. 

Mr. Axssorr. It does not. 

Mr. Tuomas. Does it cover airports? 

Mr. Assort. No, sir. 

Mr. Tuomas. Does it cover runways? 

Mr. Assort. No, sir. However, it does cover the question of 
noise, and it does cover the question of providing design information 
for airplanes for civil use, as well as for the military; that is, the re- 
search results; fortunately this does not affect—or unfortunately, 
depending upon the point of view—in any way a large part of our 
business because the whole history has been that the military airplanes 
are out in front speedwise, and in every respect of performance, and 
the research results which are obtained for those airplanes are largely 
the research results that you will need for the civil aircraft after a 
lapse of time. 

However, in this lapse of time certain specific problems do come up 
with regard to the design of a civil aircraft and we do investigate those 
problems. 

Mr. Yarrs. Which Government agencies are dealing with the ques- 
tions I asked you about? Are they CAA and CAB? Is there any 
other agency doing research in this field at all? 


AIR TRAFFIC CONTROL 


Dr. Drypen. CAA is doing some research in these fields. CAB 
is not a research agency, as I understand it. 

Dr. Doouirrie. Mr. Chairman, you are acquainted with the work 
that Ted Curtiss is doing for the President, are you not? 

Mr. Tuomas. No, sir. 

Dr. Doouittie. The President appointed Ted Curtiss who is vice 
president of Eastman Kodak, and who formerly served under General 
Spaatz, to make a study of aircraft facilities with particular reference 
to traffic control. 

He has been engaged in that study for a year and he has set up 
several groups who are doing research in devising means of handling 








1429 


the increased and faster traffic of the future. He is reporting directly 
to the President. 

Ted Curtiss is making these reports directly to the President, ‘and 
his committees are reporting to him. 

Mr. Yates. Thank you. 


AIRCRAFT SPEEDS 


Mr. Assort. What I[ have been talking about is essentially our 
bread and butter work, which is old fashioned in a sense, from a 
research man’s point of view, and I would like to call your attention 
to the next charts, aircraft speeds, which plots speeds against time in 
years. 

The purpose of this chart is to show where we stand with regard to 
our own efforts in NACA to stay ahead of needs, speedwise. 

The lower curve on this shows the actual speeds of operational 
fighters, plotted against the years, and you will notice there was a 
rather sudden pickup here at about the time the F—100 came into the 
picture, and that this has now gone up to figures that were discussed 
earlier for the F-104. 

The research airplanes are shown on the next curve. 

(Discussion off the record.) 

Mr. Yates. Where is the F~104? 

Mr. Assorr. The F-104 is at the end of this curve. 

Mr. Yates. You do not have a model here; do you? 

Mr. Assorr. No, sir. 

Dr. Doo .irttte. It is a little airplane that has wings something like 
this [indicating]. 

Mr. Tuomas. What speed will the F—104 make, and what is its 
altitude? 

Mr. Assort. The altitude is not shown here. The speed is shown 
here. 

Mr. Tuomas. Is it on the drawing board? 

Dr. Drypen. It is going into the squadrons. 

This is the one which General Doolittle talked about before. 

Dr. Doouirrie. It is now going into the Air Group units, sir, and 
it is being produced in quantity. It is the backbone of our new 
interceptor aircraft. 

Mr. Tuomas. That is a good one, then? 

Dr. Dootirrie. Yes, sir; that is a good one. 

Mr. Tuomas. And it is coming onto line now? 

Dr. Doouirrie. Yes, sir; it has a very small, straight wing. The 
wings are tiny. 

Mr. Tuomas. That is the one you spoke of a while ago. Is it a 
carrier-based plane? 

Dr. Dootitrur. No, sir; it is a land-based plane. 

Mr. Tuomas. It was not designed, then, fer the Navy? 

Dr. Doouirrite. The F-—104 is an airplane designed for the Conti- 
nental Air Defense Command. It is our present interceptor-fighter. 
It was built by Lockheed, and it has a very thin, very small wing. 
It is an odd-looking thing because the wings look so small, and they 
bend down a little. 

Mr. Yates. Bend down; you mean they bend down and up? 

Dr. Doouittie. They are at an angle, and bend down a little. 
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Mr. Yarss. Like the Corsair? Down and then up? 

Dr. Doouirrie. Not up. They just bend down, and are very 
thin, just like a knife’s edge. When the airplane is sitting around, 
they usually put a shield on the leading edge. 

(Discussion off the record.) 

Mr. Yates. How can a pilot stand flying one of those planes? 

Dr. Doouirtie. That is one of the problems which the Air Force is 
facing. It is necessary now in these modern airplanes for a pilot to 
wear a complete pressure suit. 

Now, one of the problems in the Continental Air Defense Command 
is being ready to go immediately, and that means that a pilot will 
have to sit in the airplane at the end of the runway in a pressure suit. 
He would be very uncomfortable. 

Mr. Yates. As I recall, the suit looks like a diver’s suit ; does it not? 

Dr. Doo.rrrie. There must be more work done on the equipment 
that the pilot wears. ‘This is a very critical point. Incidentally, it 
is outside of the purview of the NACA. 

Mr. Yartzs. This is outside the operations of NACA? 

Dr. Doouirtie. Yes, sir. 

Mr. Yarss. I thought this was something you fellows did also. 

Dr. Doouirtier. No, sir. 

Mr. THomas. I saw some of your equipment out at Muroc. 

Dr. Drypen. Yes, sir; our pilots wear military pressure suits. 

Mr. Tuomas. I believe it had a helmet also; did it not? 

Dr. Drypen. Yes, sir. 

Mr. Tuomas. The suits were about that thick [indicating], and it 
took the pressure off them, and they also had a helmet. 

Is there any research going on in connection with the pilots’ equip- 
ment? 

Dr. Drypen. This is done in the Air Force and Navy, and is largely 
done by the Aero-Medical groups. 

Mr. Assporr. Mr. Chairman, the upper curves show the speed 
which we have reached in rocket powered research models and, actu- 
ally, this [indicating] would be the highest speed we reached, the one 
mentioned by Dr. Dryden earlier. 


RESEARCH AIRPLANES 


I think the work which is done between the research application and 
the operational airplane is worth drawing to your attention, and this, 
plus other considerations, has led to the concept of the X—15 airplane. 

(Discussion off the record.) 

Mr. Yares. Do you write science fiction on the side? 

Mr. Assort. No, sir. 

Dr. Drypen. I think there is a real danger here in looking at this 
model. Actually, the mockup has been held and pieces are being 
made and tests are being made. This is not an idea. This airplane 
is being built. 

Mr. Assorr. With regard to our being conservative— 

(Discussion off the record.) 

Mr. Assort. Incidentally, the company which is building this air- 
plane is North American, and it is building it under conditions which 
I think are different from any methods which have ever been used 
before in any airplane. All the design details on this airplane, and 
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all the problems that either we or the manufacturer are running into, 
are being made available throughout the country immediately and 
as rapidly as possible, to the whole industry. 

Mr. Tuomas. Please summarize the features of the plane so we can 
get them definitely in our mind. We have been thinking about that 
yellow one. 

Mr. Assorr. For this airplane the flight plans are shown by the 
black line on the chart, and this [indicating] represents its perform- 
ance, the speed against altitude, essentially. 

The purpose of the airplane is to obtain data particularly with 
regard to heating, stability, control, and the problems of reentry into 
the. atmosphere and these data will then be available to apply to 
designers of hypersonic airplanes and missiles. 

Mr. Tuomas. How big is this plane going to be, and how much 
does it weigh? I now have reference to your research plane. 

(Discussion off the record.) 

Mr. Yates. How did you happen to select North American for this 
job? 

Mr. Assort. It was the result of a design competition. The specifi- 
cations were made jointly by the Air Force, the Navy, and the NACA. 

Mr. Tuomas. What is happening to your two test planes at Edwards 
Air Foree Base? Are you about ready to put them aside now? 

Mr. Crowtey. Well, the X-2 is gone. We are still working on the 
X-1-A and the D558-2; although there is a considerable amount of 
work still to be done on these airplanes, the cream is off. 

There is another one which is quite interesting, and that is the 
X-1-E, and it is giving us information with regard to some important 
problems. Really, this X—-1—E is the only one we have coming along. 


PROBLEMS OF THE PILOT 


Dr. Doouitrtite. Mr. Chairman, I wonder if I could mention, from 
an ex-pilot’s viewpoint, some of the problems which a pilot encounters? 

Mr. Tuomas. Surely. 

Dr. Doouirrte. As Mach No. 1 was approached, several pilots 
were killed due to the changes that occurred in the transonic area, 
the increase in drag, loss of lift and a very distinct change in, more 
or less, the pitch of the airplane and a tendency toward vibration or 
toward disturbed flow. 

Finally, enough was learned through the wind-tunnel work and 
through research aircraft to get by that. 

The first flight past Mach 2 was made by Chuck Yeager, and the 
airplane flew out of his hands. He flew under conditions that were 
abnormal and could not be predicted. He recovered the airplane 
and brought it down. 

In the changeover to the speed of the X-2 again, great trouble was 
found in piloting the airplane. I have talked this over with the 
people who have flown these airplanes, but the last boy who flew the 
X-2 never recovered control of the plane and was killed. 

Each time we raise our speed, we run into conditions that may be 
anticipated, but they can only be proved by actual flight. However, 
when the X-2 went up to top speed, unfortunately, it was destroyed. 
This airplane will go considerably faster, and we will get information 
on the way along the route to the extreme speed of this airplane. 











DS RS alt DRE PL IE ET SE PILES I mM eS Pe 





1432 


This is of great value in the design of new aircraft and in the design 
of missiles. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. You have so many pilot problems in connection with 
your developments. I do not know how you are going to get any 
pilot who is going to be able to get into this plane and stayin. Should 
you not be concentrating, then, on the possibilities of instrumentation 
of flight rather than on manned control flights, and control your 
flights from the ground through radar screens rather than putting 
someone in your plane? 

Mr. Assorr, This is something which has been rather intensively 
debated, both with regard to the X—15 airplane and also with regard 
to the earlier research airplanes, and the decision has been the same in 
each case. 

The truth of the matter is you do not know how to put the auto- 
matic pilot into the airplane; that is, the electronics equipment, until 
you know what the airplane is going to do. 

Incidentally, the chief proponents for making it a manned airplane 
are the men who are going to have to fly it. 

Dr. Drypren. The best answer is to look at the British experience. 
Their development of supersonic aircraft was set back for a number of 
years by their attempt to rely upon this method. They had some 
very sad disappointments. 

They tried to use rocket-propelled models, and got into trouble 
with the particular models they were using, and abandoned them and 
canceled a project for a manned, supersonic airplane. The result was 
that we were the first to fly supersonically in 1947. We have the high 
speed supersonic tactical aircraft. We think there is a cause and 
effect relationship. 

(Discussion off the record.) 

Mr. Tuomas. What else, Dr. Doolittle, do you have in your office 
now? 

TURBOJET ENGINES 


Dr. Doourrrix. We have Mr. Rothrock, who desires to speak 
briefly? 

Mr. Tuomas. What about it, Mr. Rothrock? 

Mr. Rornrock. Mr. Chairman, I want to discuss three types of 
aircraft and missile powerplants. First is the turbojet, for speeds up 
to about Mach 3. The second is the ram jet for speeds from Mach 3 
to about Mach 6, and the third is a rocket, for speeds from Mach 6 
to Mach 25 (17,000 miles an hour) and above. 

The engine that is currently used most extensively in our military 
aircraft is the turbojet engine. I want to discuss briefly the progress 
we have made on this engine before going to the newer engines, the 
ram jet and the rocket. 

All these engines including the rockets are essentially jet engines. 
The only manner in which we get a propulsive force to push an air- 
plane or missile forward is by accelerating air or some other gas back- 
ward. That is the basic principle on which these engines work. 

In the turbojet engine we have a compressor which is essentially 
a series of air fans. The compressor brings the air in and compresses 
it. to 6 to 12 times the outside air pressure [indicating]. Fuel is in- 
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jected continuously into the combustion chamber and burned. Fora 
turbojet engine of around 5,000 pounds thrust, the rate at which the 
fuel is burned is about what it would take to heat 350 houses during 
the winter, which will give you some idea of the intensity of combus- 
tion. This hot gas increases in speed, and passes through a turbine 
The turbine drives the compressor and the gas is further expanded. 
The gases accelerate here [indicating], and the accompanying force 
pushes on the engine which, in turn, pushes on the airplane. 

We can only burn so much fuel ahead of the turbine because of the 
temperature at which we can run these turbine blades. To reach 
this temperature we burn one-third of the air. 

The rest of the air can be burned here [indicating], by injecting more 
fuel. This heat addition further accelerates the gases and gives you 
more thrust. 

Mr. Yates. Are you talking about the afterburner? 

Mr. Rorurock. Yes, sir. These two engines that I have represented 
here are essentially engines manufactured by the same company. 
This is the J-47, and this is the J-79. This engine was used in the 
F-86 and this is used in the B—58 and also in the F—104. 

Now, we continuaHy want to increase the amount of thrust we get 
without increasing the size of the engine and without increasing the 
engine weight. We continually want to be able to fly higher and 
faster. 

The progress that has been made by the manufacturer in going from 
this engine [indicating] to this has been greatly assisted by NACA 
research as is shown in the chart here. 

(Discussion off the record.) 

Mr. Rornrock. What we had to do to increase this figure, was to 
increase the amount of air that paased through the engine and our 
ability to do that was largely the result of research on the compressor. 
We have increased the length of the blade here as compared to here 
[indicating]. We have increased the velocity at which the air is 
sucked through the compresser and we have also increased the 
pressure a number of times. 

Mr. THomas. What was your last statement, Doctor? 

Mr. Rorurock. We increased the pressure. 

Mr. Tuomas. What did you say about the blades? 

Mr. Rorurock. We have increased the length of the blades. You 
see, those up here are smaller than those here. We have increased 
the velocity at which we pull the air in. Roughly, half the increase 
in air quantity for increasing the thrust was through making this 
hub small and the other half through increasing the velocity. 

Of course, these things look relatively simple, and you may say 
“why do you not do this, and go ahead,” but it does not work out 
that way. You have to understand the aerodynamic flows involved, 
and you have to make sure that these flows are satisfactory. If you 
do not, the engine “stalls,” and the air oscillates back and forth, and 
you can lose blades quite quickly. Also, we have to design the tur- 
bine to take the mcrease in exhaust gas quantity. The increase in 
thrust resulted largely through the research on the compressor and 
the research on the turbine. 

In going to the higher airplane speeds, you will notice this nose here 
is much longer than this [indicating]. This is what we call the diffuser. 
It has to be designed in a rather specific manner or we get what we 
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call air spillage. Air falls over the outside, increasing the drag of the 
airplane and we do not get enough air for the engine. 

This requires full-scale research at Mach numbers as high as the 
airplane is to fly. That work was done, in the 8- by 6-foot tunnel at 
Lewis, and other work was done at Langley and Ames. 

The research permits us to do this instead of this [indicating], and 
we have been able to markedly increase the speed. The altitude is 
largely a question of our ability to burn in the afterburners. As you 
go to higher altitudes, the pressures get very low, and the fuel and air 
do not want to burn. We had to go through arather intricate process 
of learning how to mix this fuel and air so we could burn at the lower 
pressures that we get with these high altitudes. 

You will notice the number of compressor stages and the number of 
turbine stages are increased, but at the same time the engine weight 
is reduced. That came a good bit through research on design pro- 
cedures that let us design turbines and compressors more nearly to the 
stresses which they are going to experience. This lets us take metal 
out of the engine. 

Our research on the compressors for those engines and on the tur- 
bines and on the afterburners is pretty much finished. We have con- 
siderable to do on the diffuser. 

Now, as to the method of getting greater flight distances. Effi- 
ciencies can be translated directly into distance. 


HIGH ENERGY FUELS 


Another way to increase range is to have more energy in the fuel. 
If all the energy in a pound of jet engine fuel (which is essentially a 
mixture of kerosene and gasoline) were converted into thrust, it 
would produce 1 pound of thrust for 2,400 nautical miles. Because the 
engine is not 100 percent efficient the distance is much less than this. 
Engine efficiencies go up to as high as 40 percent, but if we could 
increase the heat of combustion, we could fly proportionately farther. 
The fuels that you can use, or elements, are actually few in number. 
(Discussion off the record.) 

Mr. Tuomas. Very well, you may proceed. 


RAM-JET ENGINES 


Mr. Roturock. Now, if we are to go higher and faster, our engines 
must become lighter. As we go faster, the motion of the airplane 
itself compresses the air and we can do away, if we get sufficient speed, 
with this compressor, and therefore do away with the turbine and 
drive shaft and we come to this engine which we call a ram-jet engine. 
This is for speeds of around Mach 3 up to Mach 5 or 6. This engine 
looks much simpler but, unfortunately, that is quite deceiving. This 
engine is much more subject to the conditions under which the air- 
plane is flying because it does not have this stage of compression that 
attempts to keep the air in here from knowing what it is like outside. 
As a result it becomes hard to burn the fuel and air at the high alti- 
tudes. The inlet problem becomes more severe. You notice these 
engines are essentially the same diameter at this point [indicating]. 
We are doing much work on the ram-jet. It is being used in the 
Navaho missile. 
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Because of the intricacies of this burning problem we have to go 
to full scale work. The only place this could be done was at the 
Lewis Laboratory of the NACA. The engine was in our laboratory 
for about 2 years with our staff working on it in conjunction with 
the manufacturer. We increased the range from a low percentage of 
the design range to the design range. This is the kind of work that 
we have to have these altitude facilities for. This altitude facility 
we have now takes us up to around 80,000 feet and Mach 3. The 
facility we are requesting goes to Mach 4.5 and around 120,000 feet. 

So much for what we call the air-breathing engines. 

Mr. THomas. What new facilities do you have in your facilities 
budget for the ram-jet engine? 

Dr. Drypen. The expansion of the Propulsion Systems Laboratory. 

Mr. Tuomas. Is that the way it is described in the justifications? 

Dr. Dryven. Yes, sir. 

Mr. Yates. What fuel do you use for your ram-jet? 

Mr. Rorurock. We will use the kerosene petroleum or high 
energy fuels. 

ROCKET ENGINES 


With reference to the rocket engine, you do not take air from the 
outside. You carry what would correspond to the air along with your 
fuel and these two liquids are forced in here [indicating] and burned. 
The temperature increases anywhere from 3,000° to 5,000°, and the 
pressure goes up. This gives an acceleration out here [indicating] 
to a velocity of about 8,000 feet a second, that is around 5,000 miles 
an hour. This [indicating] gives your acceleration which pushes this 


rocket forward. 

Mr. Tuomas. Forgive us for interrupting you, but we have to 
answer a rolleall. I wonder if we can come back, say, about 5 or 10 
minutes after 1 o’clock? 

Dr. Doouirrie. Yes, sir. 

Mr. Tuomas. Doctor, since we interrupted you, please resume this 
afternoon, just where you left off. 

Mr. Rorurock. I shall be glad to, sir. 


(AFTERNOON SESSION) 


Mr. Tuomas. The committee will please come to order. 

Mr. Rothrock, before lunch you were explaining the chemically 
fueled rocket. Will you continue? 

Mr. Rorurock. Yes. In the rocket engine, instead of getting our 
oxygen from the air, as we do in the other engines, we have it in the 
form of a carrier here called the oxidant. The fuel may consist of 
petroleum, alcohol, or ammonia. We want as much hydrogen in the 
fuel as possible, and here as much oxygen as we can get. The two 
liquids are brought together through a pump driven by turbines. 
Our turbine work at the Lewis Laboratory now is going into this field. 
These have to be small turbines handling great quantities of fluid. 
The liquids are injected into the chamber, ignited by appropriate 
means, and then continue to burn. You get acceleration of the gas 
backwards and that pushes the rocket forward. 

A main difference between this engine and one of these others is the 
time it operates. For an intercontinental ballistic missile this engine 
will run for about 5 minutes. 
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Mr. Tuomas. You mean the supply of fuel is gone then? 

Mr. Rornrock. It is gone. This means you are running fuel 
through here at many hundreds of pounds of fuel a second and you 
have to control it precisely. When you let this thing go, when the 
fuels run out, the missile is of the order of 1 million feet in the air, 
traveling around 18,000 miles an hour. If that should be 18,005 
miles an hour you overshoot the target by 5 miles. If it is 5 miles 
per hour less, you undershoot the target by 5 miles. This is a degree 
of control where we talk of 1 part in 20,000. This is a degree of con- 
trol that we have not heretofore approached in any mechanism of 
this size and complication. There are many research problems to 
solve in this fuel system if we are to be able to handle this fuel ac- 

curately and quickly; be able to turn it off when we want. 

Also, we run into what we call combustion instability. The burn- 
ing starts to oscillate. We don’t know as much about it as we would 
like to know, although we are doing much work on it. Oscillations 
here are reflected into the fuel system, and the fuel system oscilla- 
tions make the burning oscillate more. They build on each other. 
The forces so generated can be destructive to the whole rocket. 

Our main research on the propulsion system is on the fuel system 
and the combustion, and to learn how to use fuels that will give us 
more propulsive force for a given quantity of fuel burned. 

Mr. Tuomas. What is the difference between vibration and oscilla- 
tion? 

Mr. Rorurockx. The same thing. The burning goes back and 
forth. 

Mr. Tuomas. There is a technical difference; is there not? 

Mr. Rorsurock. No. I use the words interchangeably. I would 
apply vibration to the structure. 

Mr. Tromas, Off the record. 

(Discussion held off the record.) 


FUELS 


Mr. Rotrurock. We are working now on the newer fuels to again 
get greater range in this machine, and to find means of stabilizing this 
combustion. In the facilities going into operation within a month or 
so, we will be able to go to 20,000 pounds thrust in rockets using 
special fuels, and up to 100,000 pounds thrust if the fuel is more 
conventional. 

The rocket systems research facility we are asking for in the 1958 
budget is to permit us to do the research on this fuel system, going 
up to full seale. 

Mr. Tuomas. About $2% million? 

Mr. Rornrock. $5.7 million. 

Mr. Tuomas. What is the nature of that facility? 

Dr. Drypren. Rocket systems research facility? 

Mr. THomas. Yes. 

Mr. Rorurocs. It is a facility in which we can do research on full- 
scale turbines and pumps to determine the manner in which we can 
control them accurately and precisely, and at the same time keep down 
the weight. 

Mr, Tuomas. You have an item at Langley. ‘Why is that not at 
your place? 
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Mr. Rorurock. We are doing no fuels work as such at Langley. 

Mr. Tuomas. I recall somethiid there. 

Mr. Utmer. Mr. Thomas is talking about some items in the hyper- 
sonic physics test area. 

Dr. DrypENn. We are burning fuels to produce high temperatures 
on materials. 

Mr. Tuomas. Research on materials and structures. It is shown 
on page 17 of your justifications. 

Dr. Drypen. The facility is to produce high temperature on 
materials and structures. Todo that we have to burn fuel. 

Mr. Tuomas. That is a byproduct. 

Mr. Rorurock. Essentially you set up a rocket giving a hot stream 
of exhaust gas. You put the materials in that and you investigate the 
effect of temperature. 

Mr. Tuomas, All right. Proceed. 


NUCLEAR FUEL 


Mr. Rotnrock. Next is the nuclear fuel. Nuclear fuel would give 
us unlimited range. If an airplane with a nuclear power plant will 
fly at all it will fly very far. 

Mr. Tuomas. What about the planning? How much did we give 
you for it last year, $5 million? 

Mr. Rornrock. Yes, sir. 

Mr. Tuomas. What progress are you making in construction? Tell 
us what you have done and tell us what you will do later. 

Mr. Rornrock. We are now in the early construction stage. We 
have awarded about $3.5 million in construction contracts. 

(Discussion off the record.) 

Mr. Rorurockx. We work in close conjunction with the Atomic 
Energy Commission, with the Air Force, and the Navy. There are 
members of the Atomic Energy Commission laboratories on certain of 
our subcommittees. 

(Discussion off the record.) 


THE THERMAL BARRIER 


Dr. Drypzn. We will now shift to high temperature materials but 
in a little different context. Mr. Rhode will discuss the heating prob- 
lem. 

Mr. Tuomas. Thank you, sir. That is very fine. 

Mr. Ruopg. I should like to give an idea of what is meant by the 
thermal barrier and what we are trying to do to overcome it. 

The operation of any aircraft, whether it be an airplane, a guided 
missile, or an intercontinental ballistic missile, at very high speeds 
generates heat as a result of the friction which occurs between the 
air and the surface of the aircraft. At low altitudes, where the air 
is dense, the heat is generated very rapidly, but at the higher altitudes 
where the air is thin the heat is generated rather slowly. Conse- 
quently, the temperatures that are attained by structures of high 
speed aircraft depend not only on the speed as such but also on the 
altitude, the duration of the flight and the kind of structure that is 
used. 
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This chart presents an idea of some of the temperatures that might 
be generated in structures typical of those that would be used in the 
aircraft mentioned by Dr. Dryden and Mr. Abbott. 

Here we have again the altitude scale going up to 80 miles and the 
speed scale going up to 20,000 miles an hour. 

The temperature is indicated by the color shading and the tempera- 
ture scale at the right. 

As can be seen, if we were able to fly at sufficiently high altitudes 
the temperatures would be rather reasonable, but at the lower altitudes 
the temperatures may get very high, indeed. 

In general, in order to fly at all, we have to fly at sufficiently low 
altitudes to obtain lift, and here the aerodynamic heating problem is 
very troublesome. In the case of the intercontinental ballistic missile, 
which enters the earth’s atmosphere at speeds out in here and then 
has to go all the way down to the ground, temperatures can get 
very intense. 

he technical problems that result from this aerodynamic heating, 
which problems taken collectively are known as the thermal barrier, 
are many and complex. 

Just to give you an idea of what might happen, the next chart 
shows the behavior of a solid stainless steel model that was tested in 
a high temperature jet at our Langley Laboratories. 

The pictures were taken in sequence from top to bottom. Thev 
show the model heating up, starting to melt, and finally disintegrating 
completely. 

The temperature in this test was around 3,500° F., and, as you 
can see, even solid models built of heat resistant metals don’t last 
very long under these conditions. 

Incidentally, the duration from this picture to this picture is 
11 seconds. Obviously something has to be done about it. 

Mr. Tuomas. You had an experiment on heat going on at Langley 
about 2 vears ago. It was no longer than 15 or 20 seconds, and the 
piece was completely disintegrated. 

Mr. Ruope. To show you actual evidence of high temperatures 
having been generated in flight, | have here a piece of the X-2 wing, 
which, as vou know, flew to well over Mach 2%, and on the last flight 
it crashed and was destroyed. 

This is a part of the leading edge of the wing, made of stainless 
steel. The mottled paint you see on it boiled up as a result of the 
high temperatures imposed in that flight. 

Mr. Tuomas. How did you get the temperature? 

Mr. Ruoper. There were thermocouples on the skin of the airplane. 

Mr. Tuomas. Instruments were intact when it fell? 

Mr. Ruope. Instrument records were salvaged; yes. 

Dr. Doouirrie. One of the most striking movies I have ever seen 
are the movies of that flight taken from inside the cockpit. They had 
a moving-picture camera taking pictures of the instrumentation all 
during the time the flight was on. 

You can see the edge of the pilot, his head, you can see his reactions. 
It is an amazing picture. 

Mr. Yates. Do you know why it crashed? 

Dr. Doouirrie. Yes. 

(Discussion off the record.) 
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STRUCTURES FOR USE AT HIGH TEMPERATURES 


Mr. Ruope. Here is another example of actual high temperatures 
having been encountered in flight. 

This is a missile fin made of magnesium alloy. During some of 
our research flights in which this missile was used as a booster we 
were having failures which we thought were a result of aerodynamic 
heating of the fin. 

This fin is not one of the fins that failed in flight because these 
are not recovered. The rockets are shot out over the Atlantic Ocean 
and we get back our data by radio. 

This is, however, the same kind of fin after testing in a laboratory 
facility under the conditions of the flight test, and, as you see, the 
leading edge is largely melted away. 

We were able to fix this by incorporating some heat-resistant 
material on the leading edge of the fin as shown by this other fin, 
and subsequently we had no failures. 

Finally { would like to show you some structures typical of the 
kind of thing we have to go to in order to take care of this high- 
temperature problem. 

Mr. Ruope. These are structural specimens made of different 
materials and having configurations appropriate to the speeds for 
which the structures are designed to go. 

The first one is made of aluminum alloy. This is typical of the kind 
of structure used in current high-speed fighters. It is good to a speed 
of about 1,500 miles an hour. 

Mr. Yates. Does the commercial plane have a wing like this? 

Mr. Ruope. No, sir. This is built for high-speed purposes. It has 
the heavy skin required to keep the surface smooth and it has a 
multiplicity of —— 

Mr. Tuomas. This is aluminum alloy? 

Mr. Ruope. Yes. 

Mr. Toomas. What is the alloy part? 

Mr. Ruope. The material is known as 2024 aluminum alloy. 

Mr. Tuomas. Is it aluminum-steel? 

Mr. Ruope. Aluminum-copper alloy. 

Mr. THomas. What was the X-2? 

Mr. Ruope. Stainless steel. I don’t know offhand what particular 
stainless steel it was. 

Mr. Tuomas. No alloy but pure steel? 

Mr. Ruope. Stainless steel. That is an alloy. 

Mr. Tuomas. With nickel in it? 

Mr. Ruope. That is right. 

I might say a great deal of research has gone into the structure we 
just handed over to you, not only to give it optimum efficiency or 
strength-weight ratio but also to determine its temperature limitations. 

We know from tests we have made that this kind of structure wiil 
not stand up to much over 1,500 miles an hour. 

Mr. Tuomas. It will not? 

Mr. Ruope. No, sir. 

Mr. Tuomas. What is the best one you have so far? 

Mr. Ruopr. I will get to them one by one. 

The next one will carry us to about 3,000 miles an hour. This again 
is stainless steel. As you see, the skin is made in sandwich form and 
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has a corrugated core also made of stainless steel. It is made thin to 
save weight. 

— remaining specimens show what is needed for still higher 
speeds. 

The next one is the type of structure to be used in the X-15 that 
you have heard about today. 

(Discussion off the rboond’) 


INCREASED COST OF AERONAUTICAL RESEARCH 


Dr. Dryprn. There is one more brief presentation which has a 
bearing on some of our problems. 

Mr. Crow.tey. My discussion is more prosaic than some of these 
others. I want to go into the costs of some of the research projects 
we are getting into and particularly the comparison between current 
costs and those of 1946. 


AERODYNAMIC RESEARCH 


In aerodynamic research for the type of experiments that Mr. 
Abbott spoke about awhile ago, in 1946 we used a facility which was 
then very modern and cost: $960,000. This is one of the 7 by 10 foot 
tunnels at the Ames Laboratory. 

The complexity of this new regime of flight requires a wind tunnel 
similar to this one illustrated which cost $27 million. This is a new 
tunnel at the Ames Laboratory. If tests models of the same size as 
the previous one but under conditions of greater speed pressure and 
temperatures. Staffing is 40 for the 1946 case against 147 for 1956, 
payroll is $126,000 agamst $845,000, construction of a model would be 
about $4,000 as against $85,000, instrumentation required would be 
$14,000 as against $920,000, and power consumed by the 2,000 
horsepower used would be about $3,400 and the 200,000 horsepower 
we have in this one would be about $1,650,000. 

Mr. Yates. I don’t agree it is more prosaic. I think it is equally 
dramatic 

PROPULSION RESEARCH 


Mr, Crow tey, For propulsion research I have shown what we call 
altitude chambers where you can test combustion under pressure con- 
ditions encountered in an aircraft engine. 

In 1946 conditions were such that we could test in this facility which 
cost $76,000. Now we have found we have to put the whole engine 
in the test chamber, and the cost of this facility and of the equipment 
required to push the air through this chamber, at the required speeds 
and pressures, is about $18,500,000. 

Staffing was 8 instead of 74; payroll was $26,000 as compared to 
$426,000; instrumentation was $2,000 and now it is $143,000, and the 
power consumption is at the rate of $10 an hour in this 1946 case and 
$900 an hour in 1956. 


STRUCTURES RESEARCH 


We had a structures laboratory where we did tests under static 
conditions, no heating involved. That facility cost us $971,000. 
Now we are just finishing a facility where we can test structures under 
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heat conditions and with an airflow where we can blow an airstream 
at three times the speed of sound and at a temperature of 600° to 
find out what effect these conditions have on structures. The models 
used were $200 as compared to $10,000 now, ‘instrumentation was 
$100;000 as compared to $634,000, and the power was $2,700 as 
against $42,000 now. 

The reason power is so low here is because this is a blowdown tunnel. 
We have an air supply under high pressure. Discharging: this air 
through the tunnel we get a blast of about Mach 3, for only a minute 
or so, but this is enough time to complete the experiments... Then | 
we take a longer time to pump these up so we don’t need high-pressure 
machinery running all the time. 

Mr. Yares. What is the greatest speed you can generate in any of 
your facilities? 

Mr. Crowtey. The highest we have gone to in a regular wind 
tunnel is about 7, but we have gone to about 14 in a free-flight tunnel. 

Dr. Drypven. The free-flight tunnel uses a very small model which 
is shot by a gun into a wind-tunnel airstream. 


ROCKET RESEARCH 


Mr. Crowuey. The rocket research shows a similar situation as 
regards cost. In 1946 we could work with small models. We could 
get some preliminary information but we soon found out we had to 

o again to fairly large-size equipment because unfortunately we 
earned you could not accurately enough scale up the results you got 
at small size. 

Here at the Lewis Laboratory we worked with a facility in 1946 
that cost $46,500; now we require a $400,000 facility. 

The staff was 13 as against 40, payroll $55,000 as against $260,000, 
model and setup cost was $10,000 against $150,000, instrumentation 
$3,000 against $60,000, and the fuel we consumed was about 50 cents 
per pound as compared to $15 a pound because we are getting into some 
of the complicated fuels Mr. Rothrock spoke of earlier. 


PILOTLESS AIRCRAFT RESEARCH 


In this pilotless aircraft research we do our aerodynamic research 
with models that are propelled by rockets and on which we can make 
aerodynamic measurements. 

In 1946 one of these rocket propelled models weighed about 175 
pounds. With rockets available we were fortunate to get to Mach I, 
about 660 miles an hour. To get the higher speeds now required we 
need several rockets in combination and total weights of 7,100 pounds. 
The 1946 model cost $500 as against $40,000 now, but we now ean test 
at 7,000 miles an hour. 


FLIGHT RESEARCH 


The flight-research story is quite similar. In 1946 to make an in- 
vestigation of automatic stability and control, took about 71 flights 
with a small staff, 11 people, and we spent about $19,000. 

Now a similar investigation of the type we are doing in flight, will 
need only 50 flights, but will cost alot more. The increased cost here 
is principally because of the instrumentation required in research of 
this sort. 
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DATA REDUCTION 


This chart shows the relative manpower effort to produce a typical 
NACA research report. 

We show the relative effort in planning and design, construction 
of the models, facility operation, data reduction, data analysis, report 
writing and report processing. The whole thing adds up to about 
4,800 man-hours. 

Practically a quarter of it is in data reduction. That is an impor- 
tant part of our operation, so any savings we can make, any use we 
can —_ of calculating machines and other data reducing apparatus, 
pays off. 

These two examples are for data from the same wind tunnel, re- 
ducing the same sort of data before and after installing some calcu- 
lating machines. 

In 1946 we could process about 900 data points a day. Girls had 
computing machines on their desks and it would take about 5 minutes 
a data point. 

We have calculating machinery now that handles about 4,200 a 
= by machine computation and we can get a point every 30 seconds. 

t used to cost us 8.6 cents per point as against 4.7 cents these 
days, and with additional calculating machinery we can drop this 
down considerably. 

Mr. Tuomas. You have the machines now? 

Mr. Crow.ey. Yes, sir. 

Mr. Tuomas. How much manpower has it replaced and how much 
has it reduced personnel costs in that section? 

Mr. Crow .ey. It didn’t reduce the number of people but it per- 
mitted those same people to increase their output by about this much, 
from 900 to 4,200 points a day. 

Mr. Tuomas. How much of a backlog do you have? 

Mr. Crow.ey. We keep right up to date in that tunnel but addi- 
tional equipment is required for the new facilities coming into opera- 
tion. 

Mr. Tuomas. That is a very fine and interesting presentation. 

Dr. DryprEn. One of the most interesting and important points on 
this data reduction is that with automatic data reduction equipment 
the engineer can get the result of the test within a day or two whereas 
if you have it done by hand it would often cover weeks or a month 
before the computations could be finished. 

Then we come down to the budget itself, Mr. Thomas. 
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SALARIES AND EXPENSES 


Program and financing 














| 1956 actual 1957 estimate | 1958 estimate 
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Program by activities: 

pr MOTOR VIMEMIC TOMBETON 5-66 sano. o bocce ele $24, 180, 018 27, 600, 000 $33, 000, 000 
hb: IID WIN so cins on wtcadendleanettcdéeewes 16, 200,144 | 17, 200, 000 19, 600, 000 
3. Aircraft structural research .................---- saci 6, 838, 803 8, 100, 000 10, 600, 000 
. Operating problems research. _....-....--.-...----- | 1, 781, 326 2, 000, 000 2,100, 000 
5. Headquarters management and coordination. ..----- ast 1, 589, 441 1, 600, 000 1, 700, 000 
Total operating costs.............-.--.-...-------- | 50,589,732 | 56,500,000 | 67, 000,000 
eS! ee eee at 8, 925, 538 8, 200, 000 10, 000, 000 
Total program costs... ..- -| 59, 515, 270 64, 700, 000 77, 000, 000 

7. Relation of costs to obligations: Costs financed from | 
obligations of other years, net (—)-....----- --.----| —1, 066, 453 —523, 500 | —200, 000 
Total program (obligations) - a 58, 448, 817 64, 176, 500 76, 800, 000 
Financing: Unobligated balance no longer available_____- ZI 1, 686, 183 |._.._- |- <--> eetiseh--- 
SEIS iinnceianliininianceenaten thee acandaennd eat 60, 135, 000 62, 676, 500 | 76, 800, 000 
Reappropriation_. ot ila ole hbd diated : wt] oan on Gilhatalich 5, B00 O98. 4: £55055-.-.. 
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1 Does not include capitalized assets transferred in (—) or out without charge. Such items are as follows: 
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| 1956 actual | | 1957 estimate | 1958 estimate 











ie seeati | 
Tramefefé:in (—)............... eacadtniesaien — $368, 347 | —$1, 000,000 | —$1, 000, 000 
Transfers out. ._.....-- mat | 906, 275 | 500, 000 500, 000 

Net transfers in (—) or out._- a Scisegiledt 537, 928 — 500, 000 — 500, 000 


Cunpenteer ” etyeute 


1956 actual | 1957 estimete | 1958 estimate 





‘Total number cf permanent positions. - cee tee eee ee 7, 928 | 8, 235 | 9, 000 
Full-time equivalent of ell other positions___-__- siieliceeten 1 | 1 1 
Average number of ell employees ; : eae tens 7, 696 7, 982 8, 578 
Number of employees at end of year ; Ghcdeoa ace eosin 7, 861 | 8, 055 | 8, 820 
= = — as Say 
Average salaries and grades: | | 
General schedule grades: 
Average salary... ...- ein onenenecenencnesel $6,075 | $6, 410 | $6, 412 
Average grade GS-8.4 | GS-8.3 | G8-8.3 
Grades established by the Director of the National Advi- | 
sory Committee for Aeronautics: Average Salery........! $5, 034 $5, 034 $5, 019 
Ol Personal services: 
Permanent positions-_------ Sens adtemugreiaeieanat 2,008,940 | $46, 025. 800 $49, 923, 200 
Positions other than permanent ‘ suaale aul 3, 389 | 5, 000 6, 000 
Regular pay above 52-week base psnaeuaieaetent 170, 081 | - 201, 800 
Payment above basic rates___-__- aise <tagiee| 289, 312 | 322, 200 | 363, 000 
Total personal services__- ; udiosl 42, 471, 722 | 46, 353, 000 | 50, 494, 000 
02 Travel nad pel 322, 803 | 380, 000 | 425, 000 
03 ‘Transportation of things } 152, 069 | 127,000 | 130, 000 


04 Communication services s = 197, 543 209, 000 | 220, 000 





05 Rents and utility services. nae ine cnet’ 816, 665 | 995, 206 | 1, 500, 000 

Electric power. .--. ~------------| 4,728,649 | 6, 088, 704 | 8, 000, 000 

06 Printing and reproducti ti a : 4 109, 976 | 125, 000 130, 000 

07 Other contractual services... ____- : ig rue east 302, 77 387, 915 | 400, 000 

Repairs and alterations. -_- nee Sek a ae poe goon 901, 290 | 861, 485 | 1, 200, 000 

Research contracts __-- a ee 750, 291 | 770, 000 | 770, 000 

Services performed by other agencies. __. : me 99, 081 86, 600 | 89, 000 

Research services. psc cleo etal ae niptehitihaan ict 198, 000 | 200, 000 | 200, 000 

Security meeegatons sie Z ened 86, 370 | 50, 000 80, 000 

08 Supplies and materials. ____- : Mntinhanccsabbenegamel 5, 100, 217 | 5, 081, 000 | 6, 000, 000 

Oh ST le oad a cca cs antonn Steiitede «teas 2, 191, 579 | 2, 429, 000 | 4, 000, 000 
11 Grants, subsidies, and contributions: | 

Contribution to SND NEIL. « condi boon wadecsspass becsccebetes acu 3, 128, 000 

13 Refunds, awards, and indemnities- -_.-._.-__- . 2, 376 | 500 | 7, 000 

Se Fe cic ncctccondsthananckthodewdbacc -| 22, 408 25 000 | 27,000 

I shits siisigpekn ilies re debiabiavassshcnta in | 58, 453, 817 | 6 176, 500 | 76,800, 000 

Deduct charges for quarters and subsistence. _............--.. BOOS f. .... cccausdcuns tape 





Total obligations......_. be ceed scindndeiaielecaeiamainaeaeeas | §8,448,817 | 64, 176, 500 | 76, 800, 000 
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Budget authorizations, ewpenditures and balances 






































1956 actual | 1957 estimate} 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
INS the, hWcbShaah a Sd bd aueteus cUnmctuduscdcussdeu $62, 676, 500 $76, 800, 000 
Reappropriation 1, 500, 000 |....-- mae Set! = 
Obligated balance brought forward... _.-............-.--.---- 5, 884, 014 6, 150, 455 7, 326, 955 
Restored from certified claims account---............---------|-------------- S00, O00 foe? 
Total budget authorizations available __.__.__- shezeesace 66, 019,014 70, 626, 955 84, 126, 955 
EXPENDITURES AND BALANCES Pe, Speers; Fees F) ‘ 
Expenditures— 

Out of current authorizations_-_...................-----.- 52, 790, 869 57, 600, 000 66, 450, 000 
Out of prior @athorizations---....................-......-- 5, 168, 207 5, 400, 000 6, 200, 000 
POUR AUG. 55 on Soe cen csgceccecascccs.s | 57, 959, 076 63, 000, 000 72, 650, 000 

Balance no longer available: 
Unobligated (expiring for obligation) -................--.-- yg pV ES LE ee 
Bi adcabdinss Sadik 6 eden ated ncisssdsedudase cece | 223, 300 300, 000 350, 000 
Obligated balance carried forward__.-.......-..-.----.-------- | 6, 150, 455 7,326,955 | 11, 126, 955 
Total expendiftires and balances._..............-------- 66,019,014 | 70, 626, 955 84, 126, 955 
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Obligations by objects 





10 Lands and structures. ....................-.- 


| 




















1956 actual | 1957 estimate | 1958 estimate 


ccecusecuuves | $6, 349, 621 | $15, 000, 000 00 | $16, 750, 000 
| 





Budget authorizations, expenditures and balances 


| 1956\actual 




















| 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
ie ak is Eee | $12,565,000 | $14,000,000 | $41, 484, 000 
Balance brought forward: 
re eee ia hon echo akndacatedutine momen 7, 005, 287 13, 220, 666 12, 220, 666 
tli niet binge stkiniaca meno rccsensatgeracees ; 14,572,789 | = 12, 725, 331 18, 121, 320 
Total budget authorizations available...................| 34, 143,026 | 39, 945, 997 | 71,825, 986 
EXPENDITURES AND BALANCES | - 7 
Expenditures— 
Out of current authorizations... ..............-.-......--- i} 8, 197, 029 | { 550, 000 850, 000 
Out of prior authorizations......<.<.......4....-..<...s... a 9, 054, 011 ce 13, 000, 000 
Total expenditures__............---.-- ibdncsdncteest | 8,197,029] 9, 604, 011 be 13, 850, 000 
Balance carried forward: | 
IE incinnng hah ane dla iniebhseesamepeewncid | 13,220,666 | 12, 220, 666 36, 954, 666 
Se achicatclarttcinnatin'arte ahh cade dire tees ones bile oman pith esn 12, 725,331 | 18,121,320 | 21, 021, 320 


Total expenditures and balances. ___.-.--- 





eee | 34, 143, 026 | 


39, 945, 997 | 


71, 825, 986 


JUSTIFICATION OF THE ESTIMATES 


Mr. Tuomas. At this point we will insert pages 1 through 10 in the 
record, showing “Salaries and expenses” as $76,800,000; ‘““Construc- 
tion and equipment,” $41,484,000; a total of $118,284,000. 

(The information referred to is as follows: ) 


NATIONAL ApvisoRY COMMITTEE FOR AERONAUTICS, FiscaLt YEAR 1958 EstiMaTES 


GENERAL STATEMENT 


Regular estimates of appropriations for the National Advisory Committee for 
Aeronautics for the fiscal year 1958 are submitted in the amount of $118,284,000. 
summarized as follows: 


Salaries and expenses... _........-.-.-..- eee Ae 
Construction and equipment_- --- - _- - SLi Tle Gane 


.....- $76, 800, 000 
_..-. , 41, 484, 000 


(ane <pape acu ewnku Paar OOO 


A chart indicating the distribution of these amounts to the laboratories, stations, 
and offices of the NACA is presented on page 1447. 


Responsibilities and objectives 


The National Advisory Committee for Aeronautics is the Government agency 
charged with the responsibility for conducting an adequate program of scientific 
aeronautical research. It was established by the Congress in 1915 to “supervise 
= direct the scientific study of the problems of flight with a view to their practical 
solution.’ 

The work of the NACA is directed toward the overall objective of providing 
the new scientific knowledge essential to assure American leadership in aeronautics. 
The immediate objectives of the NACA are to solve, as quickly as facilities and 
personnel permit, the most pressing scientific problems of high-speed flight, and 
to assist the military services and the aircraft industry in the practical application 
of this research information to the design of effective military airplanes and missiles 
To the extent permitted by the urgency of these immediate objectives, the NACA 
directs research to other requirements of military aviation and to the needs of 
commercial and private aviation. The research of the NACA insures that funds 
expended by the Government for new or improved aircraft result in the procure- 
ment of the most effective aircraft obtainable. 
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A brief summary of the history and work of the NACA since its establishment 
in 1915 has been prepared for the Smithsonian Institution report for 1955 in an 
article entitled ‘“‘Forty Years of Aeronautical Research,’”’ by Dr. J. C. Hunsaker, 
Chairman of the NACA during the period 1941-56. A copy of this article has 
been reproduced in booklet form and is presented on page —. 


Functions 

To discharge its responsibilities, the NACA forecasts the trend of aeronautical 
development, civil and military; anticipates the technical problems that will 
arise; designs and provides the special research facilities needed to solve the 
problems; coordinates the aeronautical research program of the Government; 
conducts scientific investigations in its own laboratories; and encourages and 
supports research in scientific and: educational institutions. The results of the 
Committee’s' research, in the form of consultations and reports, are made avail- 
able to the military services and other Government establishments, to industry, 
and, to the extent permitted by classification, to scientific and educational insti- 
tutions and libraries and others concerned. 

In carrying out effectively its function of coordinating aeronautical research, 
the NACA is assisted by 4 technical committees and 24 subcommittees, whose 
445 members serve as such without compensation. The members of these com- 
mittees are specially qualified technical personnel from Government agencies 
concerned with aviation, from the aircraft and air-transport industries, and from 
scientific and educational institutions. These technical committees act as coordi- 
nating groups, providing effectively for the interchange of information and ideas 
and for the avoidance of duplication. 

Research of the NACA is not considered complete until results are tested by 
sufficient practical application. NACA research does not include the develop- 
ment of specific aircraft or equipment. However, because of the unique nature 
of the NACA’s research facilities, the NACA provides technical assistance in the 
solution of the specific problems involved in the development of improved military 
aircraft and equipment. 


Nature of current problems in aeronautical research 


The NACA research effort may generally be divided into the following 22 fields 
of work or research programs: 


Aerodynamics: Power plants: 
Fluid mechanics Aircraft fuels 
Stability and control Combustion 
Internal flow Lubrication and wear 
Aircraft propellers Compressors and turbines 
Seaplanes Nuclear powered engines 
Rotary wing aircraft Engine performance and operation 
Aircraft configurations Engine materials 

Aircraft construction: Rocket engines 
Aircraft structures Operating problems: 
Aircraft loads Aircraft operation 
Vibration and flutter Aeronautical meteorology 
Aircraft materials Aircraft fire prevention 


Information on the progress and on the nature of the current problems in each 
field of work will be presented at the hearings on these estimates. 


Necessity 


The airplane looms as the instrumentality that has changed previous concepts 
of military power and the course of history. In addition to the airplane, the 
missile has become a major factor in warfare. In the emergency created by 
the present international situation, the United States is expending unprecedented 
sums for the production of aircraft and missiles, on the effectiveness of which the 
security of the Nation may largely depend. 

Numbers of aircraft and missiles alone are insufficient unless their performance 
is at least equal to those they may be called upon to oppose. This makes it 
essential to choose the most advanced designs for production, but allows little 
time to prove the new features incorporated. It falls to the aeronautical labora- 
tories not only to provide the new ideas necessary to insure superior performance, 
but at the same time to prove in advance the soundness of the design as a whole. 
The NACA’s work, therefore, falls into two principal categories: (1) research 
to furnish new ideas; and (2) the application of new ideas to current military 
designs in cooperation with industry. The present emergency has naturally 
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revised the priorities in connection with the long-range research program, to the 
end that those things which give most immediate promise are emphasized. The 
chart on the following page, which shows the scheduled and actual utilization 
of one of the Committee’s large supersonic tunnels during the period March 
through October 1956, indicates graphically the effect of priority revisions on 
the availability of tunnel time for NACA research to furnish new ideas. Addi- 
tional personnel and funds are urgently needed to permit increased utilization 
of the Committee’s valuable research facilities for basic long-range research. 
The estimates for 1958 reflect these increased needs. 

In the last 15 years, the speed of tactical aircraft has been increased from less 
than 400 to more than 1,000 miles per hour. Through the use of special research 
airplanes, we have been able to penetrate the so-called sound barrier to the point 
where our research airplanes are flying faster than 2% .times the velocity of sound. 
We see the day, not too distant, when man can fly to any point on the globe in but 
a few hours. 

To satisfy military requirements we must learn how to project. missiles at 
thousands of miles per hour along ballistic trajectories. At the same time, we are- 
striving for the knowledge that will make possible satellites probing into regions 
beyond the earth’s atmosphere. 

Only continued scientific research, on a scale adequate to meet growing needs, 
can give the Nation assurance that its aircraft and missiles will be kept at least 
the equal of those of any other nation. In order to develop them to their full 
potentialities, both in peace and in war, scientific research must be prosecuted 
with vigor and imagination. 


Summary of fiscal year 1958 estimates 


Salaries and expenses.—Awn appropriation of $76,800,000 is requested for salaries 
and expenses for the fiscal year 1958. This sum will provide for operation of the 
NACA Headquarters in Washington, D. C.; three major research laboratories 
at Langley Field, Va.; Moffett Field, Calif.; and Cleveland, Ohio; the high-speed 
flight station at Edwards, Calif.; the pilotless aircraft station at Wallops Island, 
Va.; and the coordination offices at Los Angeles, Calif. and Wright-Patterson Air 
Force Base, Ohio. The plant value of the NACA’s laboratories and stations is 
approximately $350 million. 

A summary table comparing the fiscal year 1958 estimates with amounts 
available for the fiscal year 1957 will be found on page 11. The appropriation for 
the fiscal year 1958 represents an increase of $12,623,500 over the amount available 
for the current year. The major factors that make this increase necessary are 
as follows: 

Personal services: An increase of $4,141,000 is required to maintain through 
1958 the level of employment (8,235) to be reached at the end of the current year 
($2,016,000), and to provide for 765 new positions requested for the budget year 
($2,125,000). The new positions are required (1) to restore position losses due 
to salary adjustments above minimum steps (344 positions); (2) to staff new 
facilities coming into operation during the budget vear (136 positions); and (3) 
to permit increased utilization of existing facilities (285 positions). 

Utility services: Approximately $2 million of the $2,416,000 increase requested 
for utility services is required to provide electric power for the full-year operation 
of the 3 unitary plan tunnels recently completed at the Langley, Ames, and 
Lewis laboratories, and for the increased electric-power requirements for recently 
modernized research facilities. The remainder of the increase is required for the 
rental of additional data-reduction equipment. 

Contractual services, supplies, and equipment: The $2,873,000 increase requested 
for these purposes is required (1) to provide for the continuing modernization of 
the NACA’s research facilities ($383,000); (2) to procure the supplies needed to 
conduct research involving new techniques ($919,000); and (3) to procure equip- 
ment to speed up data recording and data processing procedures and to procure 
flight research instrumentation for two special projects being conducted jointly 
with the military services ($1,571,000). 

Retirement contributions: The 1958 estimates include a new item of $3,128,000 
to cover the agency contribution to the employees’ retirement fund as required by 
Public Law 854, 84th Congress, approved July 31, 1956. 

Detailed analyses and justifications for each object of expenditure under the 
“Salaries and expenses’ appropriation are presented in the section beginning or 
page 12. Summary sheets are included at the end of this section showing actual 
and estimated obligations for each laboratory, station, and office for the fiscal 
years 1956, 1957, and 1958, 
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Construction and equipment.—To discharge its responsibilities in conducting 
scientific aeronautical research, the NACA must design and construct at its 
laboratories and research stations the special research facilities required for 
solution of the problems of flight. 

The 1958 estimates reflect the urgent need for additional facilities for research 
in the hypersonic speed range, and the continuing need for modernizing existing 
facilities for the solution of new problems in the subsonic, transonic, and super- 


sonic speed ranges. The 1958 construction program totals $44,700,000, sum- 
marized as follows: 


New facilities for hypersonic research_________._.____-_- feu $20, 965, 500 


Expansion of facilities for nuclear research.____________- J 5, 655, 000 
Modernization of research facilities. ___________- — _.. 10, 936, 400 
Modernization of supporting technical facilities........._______--. 6, 485, 200 
Gernal plant and utility improvements_-_-____-__- eae, coo 657, 900 

OWN Soe oe ee So op ee cabana wees 44, 700, 000 


Deferred financing is proposed for 2 projects totaling $3,216,000, resulting in 
an appropriation requirement of $41,484,000 for 1958. 

Continuing the practice followed for the past 7 years, a request for the neces- 
sary authorizing legislation for the 1958 program has been submitted to the 
Senate and to the House of Representatives in order that legislative consideration 
of the program may proceed concurrently with consideration by the Appropriation 
Committees. 

A priority listing of the construction projects proposed for the fiscal year 1958 is 
presented on page 127 followed by a funetional:summary on page 128, and by a 
summary of construction and equipment programs on page 129. Brief justifica- 
tions for the 1958 construction projects begin on page 130. Detailed writeups 
are arene in a separate booklet entitled “Construction and Equipment, 
NACA.” 


SALARIES AND EXPENSES 
PERSONAL SERVICES 


Mr. Tuomas. Insert page 14 which is the personal services estimate 
showing the tables for 1956, 1957 and 1958. 
(The information referred to is as follows:) 
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01 Personal services 


Fiscal year 1956 Fiseal year 1957 Fiscal year 1958 


obligated estimated estimated 


Num- Total Num- Total Num- Total 












































ber cost ber cost ber cost 
Analysis | by location: 
ACA Headquarters__............-.. 163 | $1,072,229 170 | $1, 198, 000 170 | $1, 217,000 
oer ee NS dias ntanvetedinsishis 3,178 | 17, 088, 234 3, 331 | 18, 431, 500 3, 650 20, 118, 000 
ee 1, 484 7, 570, 748 1, 478 8, 566, 509 1, 615 9, 269, 000 
Lewis BONNEY 5s inn ccacwa cubes 2, 724 | 14,860,304 | 2,858 | 16,030, 558 3, 131 17, 544, 000 
High-Speed Station._...............-. 297 1, 477, 159 309 1, 673, 900 339 1, 852, 000 
VO eee 78 366, 145 83 407, 015 89 447, 890 
IT 0... oo caunssiaeeneuee 2 17, 751 4 30, 325 4 30, 580 
I icra cie nnn ccs nsancwonnen 2 14, 152 | 2 15, 202 2 15, 530 
Total, all locations.................. 7,928 | 42,466,722 | 8,235 | 46,353, 000 9, 000 50, 404,000 
Analysis of positions and cost: re THe een PT eae te 
End of year employment-_-_-.-......... TAT Tes eoainsdadl I Ti ten SO ance tecttwcce 
remeieees NNN eden ee So 4d. —233 |....-..-.--- MEBDG Tass dcshecs GE TEE2 sc enknese 
Average number of positions.......... Tiss ah eatin BS No cseerb land ©. SAW Bk cc havnt 
——— SS J = |= ——__/ |_| 
—, cost of positions...............|.....-.. 44, 592,633 |.....--- 48, 108, 839 |.......- 62, 455, 094 
ae cee a wimicigines —2, 588, 693 |....---- —2, 083, 039 |........ — 2, 531, 804 
Be Gr nc ccnncocslheccecens 42, 003, 940 |....-. ed | 46, 025, 800 motes 49, 923, 200 
Intermittent employment... -.......}.....-_- 8, 389 |_......- 6 OP te. 62k. 6, 000 
Pay above 52-week Dase._...........-.].-.-.-.. | SOs Vers oases itis i osauduss 3. | 201, 800 
Payment above basic rates__........-.|.....--- | _ 289, 312 Jemetos: 322, 200 |....---. 363, 000 
Total, all personal services..........|_.....-- | 2, 466, 722 | beeOJ 3 46, 353,000 |.......- 50, 494, 000 





Mr. Tuomas. You jump from 5,928 employees in 1956 to 8,235 in 
1957 and you request 9,000 in 1958. 

Personnel costs are all shown. They go up from $42.4 million to 
$46.3 million, and in 1958 it shows $50,494,000. Those figures don’t 
include the cost of other objects. 
>’ I note your justification language and may I respectfully suggest 
that you not make it a practice of coming in here as you have for the 
last 2 or 3 years and request funds to annualize jobs. Let us get 
current and stay that way, please. 

Dr. Drypen. I don’t quite understand. 

Mr. Tuomas. Yes, you do. I will try to make it clear. 

Insert pages 15, 16, and 17 in the 1 record. 

(The information referred to is as follows:) 


JUSTIFICATION 


The amount requested for personal services for the fiscal year 1958 is $50,- 
494,000, an increase of $4,141,000 over the amount available for the fiscal year 
1957. Of the requested increase, $2,016,000 is required to maintain through 1958 
the level of employment (8,235) to be reached at the end of the current year. 
The balance of the increase, $2,125,000, is required for the additional staff (765) 
reauested for the budget year. 

The actual and estimated employment for the fiseal years 1957 and 1958 are 
presented graphically in the chart on the following page entitled ‘Personnel 
program.” The area in red represents lapses accruing during the current year 
which must be financed during the budget year to permit the full-year employment 
of the 8,235 end of 1957 staff. The blue area represents the cost of the 765 addi- 
tional employees proposed to be added during 1958 on a “‘straight line’’ basis. 

The 765 additional positions requested for the budget year are required (1) to 
restore position losses due to salary adjustments above minimum steps; (2) to staff 
new facilities coming into operation during the budget year; and (3) to permit a 
modest acceleration of research effort. A breakdown by location follows: 











1453 

















Salary Acceleration 

adjustments | Staffing of of research Total 

above mini- | new facilities effort 

mum steps 
Langle ey ON lcinethnyb~sadtgerenceacaae | 114 76 129 319 
Ames Laboratory. ....--...::-+-...+.-..------ hee} a 44 | 137 
EA IE vi nin wi Scoen  sdcabawsees ad 126 60 87 273 
High-Speed Station_-.- --_-- gregissn ae dthwuds Hen | S RAINS 21 30 
Wallops Station............ anes phan ten be enents Se ilcieienes diane 4 6 

Total .---an-o---2--eennesenestee in 344 136 | 285 765 





During the past few years, the NACA has experienced increasing difficulty in 
recruiting and retaining qualified scientifie personnel against the competition of 
higher industrial salaries. To help alleviate this condition, the Civil Service 
Commission on July 1, 1956, granted authority to permit the recruiting of certain 
scientific personnel at’ salary steps above the minimum (the sixth step of grade 
GS-9 and the fourth step of grade GS-11), and on September 23, 1956, granted 
authority for top-of-the-grade salary adjustments for all research scientists in 
grades GS-9 through GS-17. Funds to finance the salary adjustments were made 
available by a complement reduction of 344 positions (from 8,579 to 8,235) below 
the level of employment authorized by the Congress for the fiscal year 1957. 
The estimates for the budget year provide for restoration of these 344 positions. 

A total of 136 positions is required to staff the following new facilities coming 
into operation during the fiscal year 1958: 

Langley Laboratory.— High-temperature structural research laboratory. 

Lewis Laboratory.—Rocket-engine research facility; modifications to the pro- 
pulsion systems laboratory. 

The addition of 285 employees is proposed for the budget year to permit a 
modest acceleration of research effort.. The more effective utilization of the 
NACA’s unique facilities. and equipment is neeessary to capitalize on many 
promising scientific “breakthroughs’”’ and to reduce the lag between the acquisi- 
tion of fundamental data and its application in the design of new aircraft and 
missiles. 

The increase in funds for ‘‘payments above basic rates’’ (overtime and holiday 
pay, and nightwork differential) is required to Dorrit the scheduling of urgent 
research projects beyond the normal work periods; accelerate flight-research 
programs in areas where flying time is limited by satin! ul weather conditions; 
and to permit increased operation of certain major research facilities during off- 
peak periods. 

The summary analysis on the following page shows the distribution of employ- 
ees by location for the fiscal years 1956, 1957, and 1958; the corresponding. per 
annum salaries; and the calculation of all personnel costs for the fiscal year 1958. 

The next table presents a distribution of the additional personnel requested for 
the budget year, including the proposed allocation by fields of research. This 
table is followed by an organization chart and the proposed personnel staffing 
charts for each location for the fiscal year 1958. 


Mr. Tuomas. Your justification states: 


The amount requested for personal services for the fiscal year 1958 is 
$50,494,000, an increase of $4,141,000 over the amount available for the fiscal 
year 1957. Of the requested increase, $2,016,000 is required to maintain through 
1958 the level of employ ment (8,235) to be reached at the end of the current year. 
The balance of the increase, $2,125,000 is required for the additional staff (765) 
re uested for the budget year. 

he actual and estimated employment for the fiscal years 1957 and 1958 are 
presented graphically in the chart on the following page entitled ‘Personnel 
program.” The area in red represents lapses accruing during the current year 
which must be financed during the budget year to permit the full-year employment 
of the 8,235 end of 1957 staff. The blue area represents the cost of the 765 
additional employees proposed to be added during 1958 on a straight line basis. 


Mr. Utmer. May I speak to that, Mr. Thomas? 


Mr. Toomas. We would be delighted to hear you. 
Mr. Uumer. I certainly appreciate your concern- 
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Mr. Tuomas. Don’t try to justify it. We don’t want any justifica- 
tion. We want it on an annual basis from now on. Instead of request- 
ing 765 people, in truth and in fact how many more do you anticipate 
hiring? 

Mr. Umer. There is no way to get around this method of budgeting 
unless you can take all the people you are adding in a fiscal year and 
put them on at the beginning of the fiscal year. 

If you put them on at varying dates during the year you are paying 
partial year salaries for them as they come on during the year. 

If you wish to keep them on duty on a full-vear basis during the 
next year, more money is needed, 

Mr. Tuomas. How many people did you have in 1956 over 1955? 
It jumped from what to 7,928? How many were authorized? 

Mr. Utmer. About 8,000 were authorized in 1956. We came close 
to the authorization that year. We started the year with 7,570 and 
ended with 7,928. 

Mr. Tuomas. How many did you put on for the full year’s appro- 
priation? You were given that amount of money for a full year. 

Mr. Utmer. We were not, sir. The appropriation was provided 
on the assumption that a lapse would result due to the new positions 
being filled gradually throughout the year. 

Mr. Tuomas. Only because you requested it on that. basis. 

Mr. Umer. That is right, sir. Let me explain that. 

Mr. Tuomas. We don’t want you to do it any more. We will give 
you only the money you need for next year. If you cannot spend it, 
why should we give it to you? That is what it boils down to. 

What was your personnel load as of January 1 of this year? 

Mr. Utmer. Currently about 7,860 people on the rolls, sir. We are 
gradually getting 

Mr. Tuomas. As of what date? 

Mr. Utmer. Two weeks ago. 

Mr. Tuomas. How many appropriated jobs did you have? 

Mr. Unmemr. 8,235, the coat ae hope to reach. 

Mr. Tuomas. 375 vacancies? 

Mr. Utmer. That is right, sir. 

Mr. Tuomas. If you don’t need the money why should we give 
it to you? 

Mr. Unmer. The money we have permits those people to be added 
gradually during the year. If you will look at this curve 

Mr. Tuomas. I understand it does. You hire your personnel at 
the end of the eighth, ninth, tenth, or eleventh month, and then you 
come back the next year and you want enough money to annualize 
these positions, plus the additional positions for the next year. 

Mr. Utmer. We would love to be able to put them all on at the 
beginning of the year but you cannot recruit that way. 

Mr. Tuomas. You can come back for a supplemental. Let us take 
a look at it. 

Mr. Utmer. The 765 new positions we are asking for next year we 
propose to put on gradually during the year. But the following year 
we will need their full-year salaries. I know of no other way to do it 
under present recruiting conditions. You cannot put 765 people on 
duty in 1 day. 
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DISTRIBUTION OF REQUESTED STAFF 


Mr. Tuomas. What is the classification of the new people? 

Mr. Utmer. About 25 percent are what we call research profes- 
sionals, about 42 percent wage-board people, and the remainder sup- 
a technicians and some administrative people. 

Ware a chart here showing the distribution of our current staff, 
uy this does not change substantially from year to year. 

This is the 25-percent research professionals, these are the wage- 
board personnel, and these are the supporting: professionals, and so on. 

Mr. Tuomas. What makes you think you will get 1,000 more 
people? You have 375 vacancies now. 

Dr. Drypen. We haven’t the money to put them all on right now. 
The vacancies are authorized to be filled by the end of the year. 

Mr. Tuomas. We gave you money for a full annual basis, did we 
not? 

Mr. Uumer. No, sir. 

Mr. Tuomas. Don’t you see how it gets everything out of line? 

Mr. Utner. I[ appreciate that but that is the way budgeting is done. 

Mr. Tuomas. If we are going to do the appropriating let us get it 
done right. It is getting worse every year and this is the third year 
you have been doing it. You are one of the few,agencies that do it 
but we have been a little lenient with you in that regard. 

Mr. Uumer. Certainly, Mr. Thomas, if you gave us a full year’s 
salary for these people we would return the money not used. 


SUPPLEMENTAL ESTIMATE 


Mr. Tuomas. Previously we have given you the money you asked. 
Now we are going to deny it and you can request a supplemental 
when you think you can get the people. Then we can keep up with 
it and maybe you can, too. 

Dr. Drypen. We are not permitted to encourage deficiencies in 
the first place. 

Mr. Tuomas. Haven’t you a supplemental estimate pending? 

Mr. Umer. We had a supplemental estimate pending but it has 
been denied by the Bureau of the Budget. 

Mr. Tuomas. Is that the first time it has been denied? It is the 
first year I can recall it has been denied. 

Mr. Umer. I think so in the full amount; yes. 

Mr. Tuomas. Was it for wage-board increases? 

Mr. Utmer. We asked for approximately $1 million for the cost of 
approved wage-board increases in 1957 and 1958 and they are denying 
that. 

Mr. Tuomas. You have the money for it? 

Mr. Utmer. We have not. 

Mr. Tuomas. You have 375 unfilled jobs. What will the wage- 
board increase be? 

Mr. Utmer. They will practically use that amount if we put 
them in. 

Mr. Tuomas. Maybe the Bureau of the Budget was right about it. 

Mr. Utmer. Their arithmetic is correct but it would not give us 
the people we need to do our job. 
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Mr. Tuomas. I imagine the Bureau of the Budget is giving you 
the same answer we are giving you now. You haven’t needed the 
people or you would have filled the jobs. : 
Mr. Utmer. This is not a matter of not needing them; we do not 
have enough cash to put them on the rolls any faster than the rate : 
indicated on page 16. 

Mr. Tuomas. And pay your wage-board increases, too, you mean? 

Mr. Utmer. Forgetting the wage-board increases. 

Mr. Yates. Didn’t the committee give you enough money to hire 
these people last year? 

Dr. Drypren. At a progressive rate; yes. 

Mr. Uumer. Based on our best estimate of being able to get them. 

Mr. Yares. In other words, we agreed with you? 

Mr. Utmer. Yes, sir. 

Mr. Tuomas. The last 2 months of this fiscal year, plus next year, 
you are putting on the payroll about 1,500 people; is that corrcet? 

Mr. Utmer. Close to 1,100 if you cover the fiscal year 1958. 

Mr. Tuomas. I am talking about fiscal 1958 and the last 2 or 3 
months of fiscal 1957. 

Mr. Utmer. We propose to go from our present employment of 
7,860 to a staff of 9,000 by the end of the fiscal year 1958. The 
increase will take place gradually during this period. 

If we could go out tomorrow and say we want to put on the 375 
people we are understrength now, this curve would come up sharply. 
If at the beginning of the next fiscal year we could add the 765 new 


people 
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RECRUITING OF PERSONNEL 


Mr. Toomas. Where is the problem in recruitment? Is it in the 
professional section? 

Mr. Utmer. Primarily professional people; yes. 

Mr. Tuomas. It is not in clerical and wage board employees? 

Mr. Umer. No, sir. There is no point in adding supporting 
employees at a faster rate than you can get the professionals. 

Our best estimate indicates we can add new people on a gradual 
basis but we cannot put them all on on the first day of the fiscal year 
Our estimate is based on a gradual progression. 

Dr. Drypen. Let me say quite frankly, Mr. Chairman, we have 
been on an increasing curve in asking for more people. There is no 
attempt to conceal that fact. Last year you appropriated the money 
for a buildup during the year, and this is what we have been doing. 

Mr. Tuomas. Mr. Boland raised the question yesterday, and we 


SS AIP TNE 


In 1945 at the end of the war you had 6,123 people, and you have 

| been going up, up and up every year. In 1956 you had 7,928, this year 
| 8,235. Next year you want to go to 9,000. 

Just what do your numbers mean? Is there not a saturation point? 

Dr. Drypren. Mr. Thomas, I wish you could hear our subcommit- 

tee chairmen discuss this problem. Eight or ten years ago we had 





: 
| 
| one type of engine—the reciprocating engine—very highly developed. 
We now have these many types of very much more complicated 
| engines than we had then. 

. We have approximately the same number of people today working 
on these 5 or 6 types as we had working on a well-developed recipro- 
1 
: 


mentioned it this morning, as to value of numbers. 
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cating engine back at that time. You have to have numbers some- 
where near commensurate with the job you have to do, and I certainly 
do not want to conceal the fact that we did ask you last year to build 
up, and we are asking you to build up in the coming year. This is 
being done on a gradual basis. 

Mr. Tuomas. It has been done every year for the last 15 years. 

Dr. DrypEn. No, sir; you have leveled us off pretty effectively for 
some years. 

Mr. Tuomas. That is ancient history, Doctor. 

Mr. Uumer. Here, on this chart, Mr. Thomas, is one reason more 
people are needed. Just compare this tunnel in 1946 to the type of 
tunnel we have to operate today. 

Mr. Tuomas. I have seen both tunnels. 

Mr. Umer. There is no way to run this new facility without 
more people. 

ADDITIONAL POSITIONS FOR 1958 


The table on page 19 of the justifications is your allocation of 
additional positions for 1958. The table will be put into the record at 
-— oint. 

he table referred to follows:) 


Allocation of additional positions, fiscal year 1958 


























Langley Ames Lewis |High-Speed| Wallops 
Labora- Labora- | Labora- Station Station Total 
tory tory tory 
Restoration of position losses due | 
to salary justments above 

minimum steps. ---....-...-.-- - 114 93 126 9 | 2 344 
Staffing of new facilities... __- OO Biidd.$bcnn's 60 |_.-- Sana tld 136 

Acceleration of research effort: | 
Aerodynamic research - - - ; 82 39 3 6 2 132 
Powerplants research. -- -| TT Ticietteaanaian TD Rivas acim cmongelacniceamuneteal 91 
Aircraft structural research _ -_| 37 3 4 2 48 
Operating problems research. . 9 ee iin Geostand i aiden 14 
Wee SHS S 8 319 137 273 | 30 | 6 765 

| ' t 


SUMMARY ANALYSIS OF PERSONAL SERVICES 


Mr. Tuomas. The table on page 18 shows your various installations’ 
including Langley, Ames, Lewis, High-Speed Station, and Wallops 
Station. 

What is your total employment at Edwards? 

Mr. Umer. We have 297 on the rolls now, Mr. Thomas. 

Mr. Tuomas. Are you gradually building it up? 

Mr. Utmer. At about the end of the year we will reach about 310, 
which I think is our authorized strength. 

Mr. Tuomas. The first chart on page 18 of the justifications almost 
tells the story, and I suppose we had better insert it into the record. 

(The chart referred to follows:) 
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HIGH-SPEED FLIGHT STATION 


Mr. Tuomas. The high-speed station is the one I have been calling 
Edwards, but you folks use it in sort of interchangeable terms. 

Mr. Utmer. That is correct. 

Mr. Tuomas, That is over in the mountains in California, and it 
has the longest runway in the world on that dry lake, which is just as 
level as this table, and harder than stone. 

Mr. Yares. Is that Muroe Lake? 

Mr. Tuomas. Yes, sir. 

What do your figures show for Edwards? 

Mr. Umer. We had 297 employées atthe end of the fiseal year 
1956. 

Mr. Tuomas. At the end of the year 1957 you have 309. Is that 
the figure? 

Mr. Umer. Yes; that is what we propose to reach at the end of 
this year. 

Mr. Tuomas. What do you want for 1958 for Edwards? 

Mr. Unmer. 339. 


HOUSING CONDITIONS AT HIGH-SPEED STATION 


Mr. Tuomas. What about the housing conditions out there? Are 
the people better satisfied? 

Mr. Utmer. Very much so. They are vastly improved. 

Mr. Tuomas. It is a nice, new building. 

Mr. Utmer. Yes, sir. 

Mr. TuHomas. It is very useful, but a little too much money was 
put into it. 

Dr. DrypEeNn. Most of the people live in town. 

Mr. Utmer. He was talking about our laboratory building, Dr. 
Dryden. 

Mr. Tuomas. I am talking about your big building. I think one of 
the most unsatisfactory conditions you had was the living quarters in 
town. A lot of the people had to drive about 12 or 15 or 20 miles a day. 

Mr. Uumer. Yes, sir. 

Mr. Tuomas. Have those conditions improved? 

Mr. Uumer. Very much so. 

Mr. Tuomas. What about the water and sewerage facilities? 

Are those conditions better? 

Mr. Utmer. Yes, sir. 

Mr. Tuomas. Well, I do not know. I have been out there once or 
twice and I know that I would not want to drive for 20 miles on those 
roads. 

Mr. Utmer. There have been several new housing developments 
completed. 

Mr. Tuomas. Are they located closer in? 

Mr. Utmer. Some are, yes, and they are attractive homes at 
reasonable prices. 

Mr. Tuomas. What is the selling price? 

Mr. Utmer. The prices are reasonable. You can get more home 
for the money there than you can in Washington. 

Mr. Tuomas. Well, I do not know. Generally, the Pacific coast 
is considered the high-cost area of the United States. 

Mr. Utmer. The heading costs are considerably less. 
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One of our boys transferred out there, and we compared local homes 
with what he bought, and he did much better. 

Mr. Tuomas. I talked with a good many people when I was there, 
and they gave me the reverse idea. Well, anyway, if they are satisfied, 
that is fine. 

You have a fine group of bright and devoted young men out there. 
Your personnel lod to me to be exceptionally high caliber. 


TOTAL PERSONNEL PROGRAM 


Where is the table for the headquarters? 

You have a good chart on page 14. 

Mr. Umer. Page 14, Mr. Chairman, shows staff of about 170 
people in headquarters. 

Mr. Tuomas. Your staff at headquarters jumped from 163 in 
1956 to 170 in 1957 and stays at 170 in 1958. 

At Langley your personnel jumped from 3,178 to 3,331 in 1957, 
and to 3,650 in 1958. 

At Ames your personnel dropped from 1,484 in 1956 to 1,478 in 
1957 and your estimate for 1958 is 1,615. 

Your operations at the Lewis Laboratory have certainly been grow- 
ing, going from 2,724 in 1956 to 2,858 in 1957 and your estimate for 
1958 is 3,131. 

How is our friend, Dr. Sharp? 

Mr. Utmer. He seems to be in very good health. 

‘ Mr. Rorurock. Yes, sir. About once a year he gets an aching 
ack. 

Mr. Tuomas. Well there are more pleasant things to have than 
that. At this time last year he was having a little siege of sciatica. 

Mr. Umer. Yes, sir. 

Mr. Tromas. I think the NACA is pleased with having more than 
its share of fine, competent, outstanding men, and you certainly have 
them at all three of your installations. 

I hope in the future that you have enough travel money when we 
have your budget hearings to let them come up here. We would like 
tosee them. It does us a lot of good, and we promise not to hurt them. 
So, tell them to come. 


SUMMARY OF OBLIGATIONS BY OBJECT 


Where is your consolidated table on other objects? 

Mr. Unmer. Page 11 of the justifications, | believe. 

You might also try page 116, Mr. Thomas. We have a summary 
there. 

Mr. Tuomas. No; I think this one on page 11 does it. 

Mr. Uumer. That is a consolidated summary. 

Mr. Tuomas. This is what we want. 

At this point in the record we will insert page 11 of the justifications. 

(The page referred to follows:) 
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Summary 
| | 
| Fiscal year | Fiscal year | Inerease 
1957 1958 (+) or de- 
| crease (—) 
| 
| | 
Salaries and expenses: | | | 
A oso anc and eenstnwdels 8, 235 | 9, 000 | +765 
Personal services: | 
1957 staff Be abbebenede schdbuschellabics | $46,353,000 | $48, 369, 000 +$2, 016, 000 
1958 increase... -...-.- sa ‘ | ; 2,125,000 | +2, 125, 000 
ctnennaiietinaimibnatiatoen é . S enludigeaspcibeton _ 
i Sen dcn a ae --=34++3--| 46,31 3,000} 50,494,000} +4, 141,000 
Travel_-- : / =3 223 380, 000 | 424, 000 | +45, 000 
Transportation - obit ; 127, 000 | 130, 000 | +3, 000 
Cc ommunication . i . = = Statnmeiil 209, 000 220, 000 | +11, 000 
Utility services. .......- ons 7, 084, 000 | 9, 500, 000 +2, 416, 000 
Printing. - 125, 000 | 130, 000 | +5, 000 
Contractual serv ices _- re 2, 356, 000 | 2, 739, 000 | +383, 000 
Supplies bite det dea ent 5, 081, 000 | 6, 000, 000 | +919, 000 
Equipment. cl erieememennel ; wien ; 2, 429, 000 | 4, 000, 000 +1, 571, 000 
Contributions -_-- wees 7 ae web wn tS ge | 3,128,000 | +3, 128,000 
Indemnities ed ‘ al | 6, 500 7,000 +500 
Taxes = init 26, 000 27, 000 | +1, 000 
Appropriation _ - secwd ou 3 | 64, 176, 500 76, 800, 000 +12 2. 623, 500 
Construction and equipment: | 
Authorized program _-_--..........---.---- bb Lush ceadeted } 14, 444, 000 | 44, 700, 000 | 
Prior year adjustments. _-.. - a pradi dl hs ila aiete eet —444, 000 | | 
Deferred financing. --- -- So_h neal ‘a seal ; | —3, 216,000 
Appropriation _.-.-.. abasps 6s shade eda ad vess dhs ed M4, 000, 000 | 41, 484, 000 +27 484, 000 
' 


Total appropriations iaagatansneneea aot 78, 176, 500 118, 284,000 | + +40, 107, 500 


OTHER OBJECTS 


Mr. Tuomas. I notice travel goes from $380,000 in 1957 to $425,000 
in 1958, an increase of $45,000. 

In transportation you have an increase of $3,000; in communications 
you have an increase of $11,000, making a total of $220,000. 

For utility services, you are requesting $9.5 million, which shows an 
increase of $2,416,000. 

For printing you show a jump to $130,000 against the $125,000 you 
had last year. 

Under contractual services you have jumped $383,000, bringing the 
total to $2,739,000. 

Supplies jump $919,000 to a total of $6 million. 

Kquipment goes to $4 million, which is an increase of $1,571,000. 

The civil-service retirement fund contribution is a new item of 
$3,128,000. 

Is that a total of $8 million increase for other objects? 

Mr. Utmer. About $8.5 million; yes, sir. 

Dr. Drypen. Of which $3.1 million is for an item for retirement 
contributions not present in the previous appropriation. 

Mr. Tuomas. Doctor, you just beat me to that. 


SUMMARY OF ESTIMATES OF APPROPRIATIONS 


Let us take a look at these other objects, and then we will hit the 
high spots of the others, and then we will go into the other program. 

‘Dr. DrypEN. I have a very brief summary, Mr. Chairman, which 
I would like to put into the record. I do not think I want to read it 
all. It explains very briefly the major items of increase here in other 
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objects. Just as an example, on utilities services, there is an increase 
of $2,416,000, which is required. Of this amount $1,911,926 is for 
increased electric power. The unitary plan tunnels are expected to be 
in operation for the full year, requiring an increase of $1,080,000, and 
the newly modernized facilities require an additional $831,926 for 
increased power. 

Mr. Tuomas. Let us insert that statement into the record at this 
point. 

Dr. Drypen. Very well, sir. 

(The statement referred to follows:) 


SuMMARY OF EstTiMATES OF APPROPRIATIONS FoR FiscaL YEAR 1958 


The estimates of appropriations for the National Advisory Committee for 
Aeronautics for the fiscal year 1958, submitted with the approval of the President, 
include the sum of $76,800,000 for salaries and expenses, and the sum of $41,484,000 
for construction and equipment, a total of $118,284,000. 


SALARIES AND EXPENSES 


The amount for salaries and expenses represents an apparent increase of 
$12,623,500, but of this amount $3,128,000 represents a contribution to the civil 
service retirement fund not included in NACA appropriations in prior years. 

The amount of $4,141,000 increase in personal services includes $2,016,000 
required to maintain through 1958 the level of employment to be reached at the 
end of the current year—8,235. During the year a complement reduction of 344 
positions below the level authorized by Congress for 1957 was made necessary by 
adjustments of salaries of scientific personnel authorized by the Civil Service 
Commission to aid in recruiting and retaining qualified scientists. The remaining 
amount, $2,125,000 permits the restoration of these positions, the addition of 136 
positions to staff new facilities coming into operation in 1958, and the addition of 
285 employees to permit a modest acceleration of research effort. 

An increase of $2,416,000 is required for utility services. Of this amount 
$1,911,926 is for increased electric power. The unitary plan tunnels are expected 
to be in full operation for the full year, requiring an increase of $1,180,000, and the 
modernized facilities require an additional $831,926 for increased power. At 
the Lewis Flight Propulsion Laboratory, $204,000 additional is required for gas 
and water in the unitary plan tunnel and the propulsion systems laboratory. The 
increase in utility services reflects the effect of the higher speeds and temperatures 
required to simulate flight conditions of modern aircraft and missiles. 

Supplies and materials include such unusual items as freon gas for use as a test 
fluid in the Langley 19-foot pressure tunnel, hydrogen peroxide for use as a fuel in 
model tests to simulate jet engine operation, rocket motors to propel aerodynamic 
models at the pilotless aircraft station, and high-energy fuels for use in rocket 
research. An increase of $919,000 is required. 

Of the $1,571,000 increase estimated for equipment, the principal new items 
include a partial modernization of data recording and data processing facilities 
at all locations. A study has shown that over 50 percent of the total man-years 
of effort to produce a report is required for data analysis and reduction. Modern 
equipment not only reduces this cost but speeds up the availability of the data with 
further savings in the indirect cost of delays in furnishing data to the designer. 
About $850,000 is estimated for this purpose. Other major items include flight 
research instrumentation for two special projects conducted jointly with the 
military services, and research models. 

This estimate for salaries and expenses has been carefully reviewed and repre- 
sents the minimum estimate commensurate with the grave responsibilities of 
NACA in the aeronautical field. Our technical programs are guided by advisory 
committees made up of the best scientific, military, and industrial talent of the 
country. These committees have made repeated recommendations for increased 
effort in several fields, which could not be implemented. The chairmen of the 
four principal committees have personally presented their views to the Director 
of the Bureau of the Budget. At present we are money limited. The figures 
presented are based mainly on our best estimate of the number of qualified scien- 
tists we are able to secure. 
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CONSTRUCTION AND EQUIPMENT 


In view of the performance potential of hypersonic flight, it is essential that the 
requisite facilities to support developments in this field be started now. The 
estimates provide for $20,965,500 for new facilities for hypersonic research, in- 
cluding a 3.5 foot hypersonic tunnel for aerodynamic investigations (511,731,000), 
a rocket systems research facility for propulsion investigations ($5,700,000), and 
a hypersonic physics test area for investigations of materials and structures 
($1,987,900), a high-speed leg for the Langley unitary plan tunnel ($750,000), 
and a hypersonic helium blowdown tunnel ($796,600). 

Nuclear propulsion offers hope for unique performance as regards long range. 
An amount of $5,655,000 is estimated for modifications and extension of the 
component research facility for nuclear propulsion. The modification consists of 
supplementary equipment and instrumentation to meet the AEC Safeguard 
Committee requirements resulting from AEC tests completed after design of 
the reactor was initiated. The extension provides a hot laboratory, a radiation 
analysis laboratory, and an air supply and power supply to permit operation of 
air-cooled fuel element loops within the facility. 

Amounts of $10,936,400 for modernization of existing research facilities, 
$6,485,200 for modernization of supporting technical facilities, and $657,900 for 
general plant and utility improvements give a total program of $44,700,000. The 
last item includes $300,000 for land acquisition at the Lewis Flight Propulsion 
Laboratory. However, deferred financing for 2 items totaling $3,216,000 is 
proposed, making a requested appropriation of $41,484,000. 

Continuing the practice followed for the past 7 years, a request for the necessary 
authorizing legislation for the 1958 program has been submitted to the Senate and 
to the House of Representatives in order that legislative consideration of the 
program may proceed concurrently with consideration by the Appropriation 
Committees, 


OTHER OBJECTS 
Mr. Tuomas. We will now take the statement up in separate items. 
TRAVEL 


I am looking at ‘Headquarters travel for technical meetings.’”’ You 
had $133,144 in 1956, and it jumped to $156,175 in 1957, and your 
estimate for 1958 is $176,400. Total travel increases, $45,000. It goes 
from $380,000 to $425,000. You have this broken down into each 
one of your laboratories; have you not? 

Mr. Umer. Yes, sir. 

Mr. Tuomas. What is your justification generally? 

Mr. Utmer. Mr. Chairman, on page 27 of the justifications we set 
forth the summary travel. 

Mr. Tuomas. At this point in the record we will insert page 27 
of the justifications. 

(The page referred to follows:) 
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02 Travel 
| Fiscal year Fiscal year | Fiseal year 
1956, 1957, 1958, 
obligated estimated estimated 
lel er en cela aed ct ech gbpemeriictng bch cine A : 
' 

Analysis by location: 
ac undeens | $154, 264 $190, 100 $210, 800 
Langley Laboratory eh hathondtine tr onmoe ak - 73, 851 80, 000 88, 000 
RMSE LADCTOOTY .... «2.2 cc need esc ee a4 s0s OU JI 37, 604 42, 000 48, 000 
Lewis Laboratory-. piWaeh anid bedi gs ote -| 41, 263 45, 000 52, 000 
High-Speed Station. a el 13, 532 | 19, 200 22, 000 
Wallops Station. __. Ne Coen ee coe 682 900 900 
Western Office. SoS LULU 665 1, 600 1, 600 
Pe ao sched < Baers c0donbieeddsrtiwecs dé dieliepid | 852 1, 200 1, 600 

Total, all locations ....._..._. i. eee nhs at 322, 803 380, 000 £25, 000 

Analysis by types of travel: | 
Research travel: 

NACA technical meetings............... ee te 138, 144 156, 175 176, 400 

Research coordination with: 
Semmmemaearees fina). Sossiedsvad-secduins suse 23, 555 30, 300 | 36, 000 
NACA research activities. .-........._- sae 35, 690 | 43, 200 49, 500 
Other Government researeh activities......_..-- 29, 265 34, 500 38, 000 
Universities. ._...___- o¥dtdbwosscedep Ally 6, 382 | 7, 500 7, 500 
Technical and scientific meetings-___...............---} 33, 713 | 35, 800 37, 600 
Temporary assignments and transfers... ........---.--} 12, 897 13, 925 14, 700 
TT UUPPOn A CRIES Sos ok bie ccd ec couea nae a 673 | 1, 300 1, 300 
Total, research travel............-....-.--.....-..-. 275, 319 322, 700 | 361, 000 

Administrative travel: | 

Budget and fiseal....._.--- eeu ii. 2, 129 2, 440 3, 000 
Construction and procuremen bites dceanebaaed 6, 983 6, 500 7, 800 
Emergency relocation program..............--.------ 618 5, 550 | 6, 000 
Executive and policy matters...............-----.----| 11, 115 | 14, 120 | 15, 000 
a, GA A NTE LT ERE | 6,774 7, 700 8, 500 
i ee en nm haenawsn boeewakenbin 4,545 | 3, 600 4, 200 
ere she bUaekak wats | 2, 517 2, 590 2, 800 
Recruiting... -..- shih uh be de bitun dee ditdctintdatpeomthamie a 12, 095 14, 100 16, 000 
TINE CU Madi necuebek<nedenncénene ainseicda adontr nates 708 | 700 700 
Total, administrative travel -_..-.......-.-.-...---- | 47, 484 57, 300 64, 000 

' | 
OD NEE i cit dlnindastinasaasavebnonansses -| 322, 803 | 380, 000 425, 000 

| 








= Mr. Tuomas. This shows the headquarters travel goes from 
$190,000 to $210,900. The travel for Langley goes from $80,000 to 
$88,000. At Ames, it goes from $42,000 to $48,000. At Lewis, it 
goes from $45,000 to $52,000; at Edwards it goes from $19,200 to 
$22,000. At Wallops station it stays at $900. Your western office 
stays at $1,600, and your Wright office goes from $1,200 to $1,600. 
Half of your travel cost is your central office, and you justify that by 
committee travel. 


Dr. Drypen. Meetings. _ vide . 
Mr. Tuomas. You justify it on the basis of coordination with 


manufacturers, coordination between NACA research activities, 
coordination with other Government research activities, coordination 
with universities, technical and scientific meetings, and for temporary 
assignments and transfers. Who is doing all this coordinating at the 
headquarters? 

Mr. Utmer. Men like Dr. Dryden, Mr. Abbott, Mr. Rothrock, 
Mr. Rhode, and their staffs. Most of the headquarters travel is for 
meetings of our technical committees and subcommittees. 

Mr. Tuomas. Part of this headquarters travel is for your main 
committee? What is the number of members on the main committee? 

Mr. Utmer. The figure is 17, but we have about 400 people who 
make up all the various technical committees and subcommittees. 

Mr. Tuomas. Is the main committee membership 17? 
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Mr. Utmer. Yes, sir. 

Mr. Tuomas. The subcommittees have what membership? 

Mr. Umer. About 440 members for about 30 committees and 
subcommittees. 

Mr. THomas. How often do they meet? 

Mr. Utmer. The subcommittees meet on an average of about once 
every 4 months, and the main committee on an average of about once 
a month. 

Mr. Tuomas. Do you not take scientific groups out to the various 
laboratories and show them around the installations? 

Mr. Utmer. We do not pay for that travel. Occasionally our sub- 
committees will meet at a laboratory, but we do not pay travel costs 
for other people who visit the laboratories. 

Mr. Tuomas. I was at one of your laboratories 2 or 3 years ago, and 
you had some committee of scientists visiting at the time. 

Dr. Drypren. We have many visitors, both of individuals and large 
groups, but we do not pay their travel. 

Mr. Utmer. Perhaps, Mr. Thomas, you mean an organization like 
the Institute of Aeronautical Sciences. They may hold a meeting near 
one of our laboratories, and visit the laboratory, but we do not pay for 
their travel. 

UNOBLIGATED BALANCE OF TRAVEL FUNDS 


Mr. Tuomas. What is your unobligated balance for headquarters 
travel as of January 31? 

Mr. U_mer. $89,487 at the end of January. 

Mr. Tuomas. Out of your allotment of $190,000? 

Mr. Utmer. That is right. 

Mr. Tuomas. That is right on the button. 


TRANSPORTATION OF THINGS 


Let us turn to page 33 of the justifications. We shall put this page 
into the record at this point. 
(The page referred to follows:) 


03 Transportation of things 














| 
Fiscal year Fiscal year | Fiscal year 
1956 | 1957 1958 
obligated estimated estimated 
Analysis by location: | 
NACA Headquarters..............- ad tab ine cared bie bee $925 | $3, 000 $2, 500 
ee TE i ee ee RE 23, 183 | 30, 000 31, 000 
Ames Laboratory...-..-.-- apron sage andnpeeseenosn ateaelli tees | 21, 255 | 18, 000 19, 000 
ee ee 97, 349 | 60, 000 61, 000 
wren Cen tee ec koe eR 4, 291 | 5, 000 5, 500 
Wallops Station. _......_- Gatstaisncak wobbieed a tebe 5, 066 | 11, 000 11, 000 
Ne eal 152, 069 | 127, 000 130, 
Analysis by types of transportation: is ey Se ne wa 
ransportation of supplies and equipment_-__......._..-.- 138, 598 | 110, 700 113, 000 
Drayage and other local transportation. _........-.-.....- 9, 293 | 9, 300 10, 500 
Transportation of household goods__....- MRE RES 4,178 | 7, 000 6, 500 
Total, all transportation. .............-...--..----------| 152, 069 | 127, 000 | 130, 000 
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JUSTIFICATION 


Transportation needs for the fiscal year 1958 will require funds in the amount 
of $130,000, $3,000 more than the amount required in the fiseal year 1957. 

Transportation requirements involved in the procurement of supplies and 
materials and in the hauling of supplies and equipment to and from delivery points 
are expected to increase slightly for the fiscal year 1958. 


Mr. Tuomas. This represents the shipment of household goods of 
your employees, does it not? 

Mr. Utmer. That is a very small portion of it; the major portion a 
for the transportation of supplies and equipment procured f. 0. b. 
factory. 

Mr. Tuomas. These are fixed costs, and you cannot do much about 
them; can you? 

Mr. Umer. That is right, si 


COMMUNICATION SERVICES 


Mr. Tuomas. What about “Communication services’? 


At this point in the record we shall insert page 34 of the justifications. 
(The page referred to follows:) 


O04 Communicalion services 














I 3 Fiscal year Fiscal year Fiscal year 
1956, 1957, 1958, 
| obligated estimated estimated 
silat et eee a alates EES Se Sonne nte Plaats 
Analysis by location: 
NACA Headquarters_._...------.-- -| $39, SSO | $44, 200 | $47, 600 
Langley Laboratory ---..-- as : ; 72, 581 | 76, 000 79, 000 
Ames Laboratory-.---- ‘ 29, 014 | 29, 500 31, 000 
Lewis Laboratory __..------..-- | 41,851 | 44, 000 46, 000 
High-Speed Station__.----.--- 8, ORS | 9, 600 10, 500 
Wallops Station... _--.-.-- 4, 044 | 4, 500 | 4, 500 
Western Office. --.- OS6 1, 000 1, 200 
Te ee CO  dthncn aie acisadinn | 199 200 200 
Total, all locations... -.-- £18 A 0 | 197, B43 | 209, 000 | 220, 000 
S| =| ——— no 
Analysis by types of service: | 
Local telephone and exchange service 53, 459 55, 680 57, 630 
Long-distance toll charges a 65, 162 68, 720 73, 220 
Telegraph service. -----..----- Siseseh ; oN 13, 318 | 15, 300 
0 SS a ih a a Wille dh libea aheenia 6 | 40, 604 | 42, 580 
Penalty mail___--- — . 25, 000 26, 500 | 
| — =? a | 
Total, all communication services... -- = 197, 543 | 209, 000 
' | | 





JUSTIFICATION 


Funds in the amount of $220,000 are requested for communication services 
for the fiscal year 1958, which is $11,000 more than the amount estimated to be 
required for the fiscal year 1957. This increase is required for support of the 
expanded research effort and the larger construction program proposed for 1958. 
It will be the continued policy of the committee to use the most economical mode 
of communication and to keep communication services, particularly long-distance 
telephone service, to the minimum consistent with efficient operation. 


Mr. Tuomas. I note you have a re quest for $220,000 for fiscal year 
1958 as against $209,000 in fiscal year 1957. 

You state that $11, 000 more than the amount estimated for the 
fiscal year 1957 is required for support of the ee research effort 
and the larger construction program proposed for 1958. 

Long distance calls go from $68,720 to $73,220. Your local a 
phone ‘and exchange service goes from $55,630 in 1957 to $57, 630 i 
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1958. Your telegraph service goes from $15,300 in fiscal year 1957 to 
$16,500 in 1958. 

Postage goes from $42,850 to $45,450 in fiscal year 1958. 

Penalty mail increases from $26,500 in fiscal year 1957 to $27,200 
in fiscal year 1958. 

What is the difference between the postage and the penalty mail 
items? 

Mr. Utmer. There are some items which you cannot send by 
penalty mail, Mr. Thomas. Airmail, for example, is one. 

Mr. Tuomas. This involves airmail stamps, then? 

Mr. Umer. A part of it does, and it involves other items which 
are not covered by the penalty mail procedures such as registration 
fees and special delivery fees. 

Mr. Tuomas. What is your express and parcel post? 

Mr. Utmer. The postage item includes parcel post fees for pack- 
ages in excess of 20 pounds. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. Let us look at your request in connection with your 
rents and utilities. 

You have an increase of $2,416,000 for a total of $9,500,000. 

At this point in the record we shall insert page 35 of the justifica- 
tions. 

(The page referred to follows:) 


05 Rents and utility services 














| 
Fiseal year Fiscal year | Fiseal year 
} 1956 | 1957 1958 
obligated | estimated estimated 
a tle Ft “ir Baty Mami 1 
Analysis by location: | | 
NACA Headquarters $325 $600 | $1, 000 
Langley Laboratory - - - Solid aaee 1, 425, 508 1, 941, 800 | 2, 552, 000 
Ames Laboratory ; J : | 1, 577, 348 2, 499, 600 3, 220, 000 
Lewis Laboratory d ; ent 2, 450, 290 2, 545, 000 | 3, 625, 000 
High-Speed Station... .--.--.-. . saash ™_ al 52, 289 54, 950 | 57, 000 
Wallops Station. . _ - ‘ fe < 39, 552 42, 000 | 44, 950 
Western Office --.-. : onewnetana eae | 2 50 | 50 
pide Lack cee eres 
Total, all locations... i ; et. wttabeiet ies Ae 5, 545, 314 | 7, 084, 000 9, 500, 000 
Analysis by types of services: | 
Electric power: . 
Langley Laboratory - - - | 1, 153, 166 1, 520, 400 1, 905, 000 
Ames Laboratory. .--- : ‘ . | 1, 441, 486 2, 352, 600 | 3, 045, 000 
Lewis Laboratory | 2, 087, 944 2, 165, 000 | 2, 995, 000 
High-Speed Station a et 6, 577 8, 730 | 10, 076 
Wallops Station --- . ‘ ‘ 39, 526 | 41, 974 | 44, 924 
Total, electric power 4, 728, 649 | 6, 088, 704 8, 000, 000 
Other utilities: 
Ames Laboratory _ ” ig Joni 65, 294 | 76, 000 | 83, 000 
Lewis Laboratory ._-- -| 226, 033 | 199, 000 | 403, 000 
High-Speed Station j 9, 733 10, 150 | 10, 850 
Total, other utilities - ee, 301, 110 285, 150 | 496, 850 
Equipment rental: s : 
NACA Headquarters... 325 600 1, 000 
Langley Laboratory - -- 272, 342 421, 400 647, 000 
Ames Laboratory 70. 618 71, 000 92, 000 
Lewis Laboratory 136, 263 181, 000 227, 000 
High-Speed Station “ 35, 979 36, 070 | 36, 074 
Wallops Station . 2¢ 26 | 26 
Western Office. -----.. 2 50 50 
Total, equipment rental ---__-.-- 515, 555 710, 146 | 1, 003, 150 
Total, all rents and utility services_-_..-.-- acs 5, £45, 314 7, 084, 000 9, 500, 000 
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Mr. Tuomas. This page of the justifications shows a breakdown 
for Headquarters, Langley, Ames, and so forth, as well as an analysis 
by type of service. 

You show electric power, and you have an increase from $6,088,704 
to $8 million for the fiscal year 1958. 

I note that the $8 million is out of your total of $9 million, and the 
other utilities and rentals make up the difference. 

Equipment rentals amount to $1,003,150 as against $710,146 last 
year. 

Your other utilities are $496,850 as against $285,150 last vear. 

Why that sudden jump in other utilities? 

Mr. Utmer. With reference to the item of other utilities, most of 
that is the need for purchasing additional gas for reactivating air dry- 
ing chemicals and the increase is needed because we are running a 
new facility on a full year basis next year. 


REQUIREMENTS FOR ELECTRIC POWER 


Mr. Tuomas. It might be well to put pages 36 and 37 of the justi- 
fications into the record at this point. 
(The pages referred to follow:) 


JUSTIFICATION 


The services provided under this object of expenditure include electric power 
for the operation of wind tunnels and other facilities; water for cooling, steam 
generating, and sanitary purposes; gas for air tempering, reactivation of air-drying 
chemicals, and space heating; and the rental of tabulating equipment. 

Approximately 84 a of all expenditures for rents and utility services are 
for electric power. e $1,911,296 increase required for electric power in 1958 is 
distributed Dee itinately as follows: 


Full-year operation of unitary plan tunnels__...-..--.------------ $1, 080, 000 
Increased requirements for modernized facilities.........-.-------- 831, 926 
I ws pans hai Guis MECN SAS Ric LORS 1, 911, 926 


A series of charts and tables is presented at the end of this section showing for 
each laboratory the connected load and electric power demand by months, the 
electric energy consumption by months, and the power requirements by facility, 
including the calculation of the annual cost. Actual figures are shown for the fiscal 
year 1956 and estimated figures are shown for the fiscal years 1957 and 1958. 
The charts of connected load and electric power demand indicate the initial oper- 
ation dates for new facilities and for existing facilities which have undergone major 
repairs or modifications. The brief discussions that follow summarize the require- 
ments for rents and utility services for each laboratory and station. 


ELECTRIC POWER 


Langley Laboratory.—The Virginia Electric & Power Co. supplies electric power 
to the Langley Laboratory. Supplemental “‘topping’’ power is supplied by an 
NACA 10,000 kilowatt generating plant at the laboratory. 

The following schedule summarizes the electric power requirements for 
the fiscal years 1957 and 1958: 
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Fiscal year Fiscal year 














1957 1958 
Connected load.............. : fone aes 7 356, 000 386, 000 
Onpeak average demand. -.-__- beds ti sav ias. ' 61, 000 | » bat 70, 000 
Less demand supplied by NACA_. Wihhata tgs dl ibatets calials peda —10, 000 | —10, 000 
Billing onpeak demand Z a ‘ 51, 000 | 60, 000 
Offpeak average demand... ____ ea 72, 000 80, 000 
Less free offpeak demand.__. —51, 000 —60, 000 
Billing offpeak demand. ; : cedineiie 21, 000 20, 000 
Energy consumption _.. : piles aaa tae 116, 400, 000 153, 600, 000 
Less energy supplied by NACA . ; g —3, 444,000 | —2,856,000 
Energy purchased : ‘ =a 112, 956, 000 150, 744, 000 
Onpeak demand cost_ a = ; $622, 800 | $730, 800 
Offpeak demand cost_. i i 50, 400 | 48, 000 
Energy cost. .......... i prea 5 = ; 847, 200 | 1, 126, 200 
Total cost. ._.... ‘ ; hs catalase e-c:aktuatash eis 1, 520, 400 1, 905, 000 


The increase in average onpeak and offpeak demands in 1958 results from the 
return to service of the modernized 19-foot pressure tunnel and the proposed 
full-year operation of the Langley unitary-plan tunnel. These facilities, which 
account for $192,000 of the $384,600 in additional funds requested for electric 
power, are the major factors involved in the increased energy consumption 
indicated for 1958. The balance of the 1958 increase is required for the increased 
utilization for the 16-foot transonic and 4-foot supersonic pressure tunnels. 

Ames Laboratory.—Electric power for the Ames Laboratory is supplied by the 
Bureau of Reclamation, Department of Interior, and the Pacific Gas & Electric 
Co. The utilization of these two sources of electric power was initiated in the 
fiscal year 1955 to combine the economic advantages of low-cost power from 
the Bureau of Reclamation with the flexibility and availability of large blocks 
of nonfirm power from the Pacific Gas & Eleetrie Co. 

The following schedule summarizes the electric-power requirements for the 
fiscal years 1957 and 1958: 








Fiscal year 1957 Fiscal year 1958 
Bureau of Pacific Gas Bureau of Pacific Gas 
Reclama- & Electric Reclama- & Electric 
tion Co. tion Co. 
Connected load _- . 447, 00( 447, 000 
Onpeak average demand. | 50,000 |_..-- 50, 000 | 
Excess onpeak average demand. - : : 70, 000 90, 000 
Excess offpeak average demand. -. q ste 55, 000 35, 000 
Energy consumption. 189, 861,000 | 124,416,000 | 216,000,000 | 216, 000, 000 
Onpeak demand cost_.._. sbhahe “i $450, 000 | $546, 000 | $450, 000 | $702, 000 
Offpeak demand cost__. 5 } 99, 000 | 63, 000 
Energy cost_____- 613, 716 | 716, 604 | 669, 720 | 1, 244, 160 
Adjustments_ ; : — 53, 376 | —19, 344 —55, 800 | — 28, 080 
Totals. i... 1,010,340! 1, 342, 260 1, 063, 920 | 1, 981, 080 


Total cost_- _— . 2, 352, 600 3, 045, 000 





Mr. Tuomas. This shows a breakdown of your current needs. The 
tables on pages 36 and 37 give a breakdown of your current needs at 
the Langley and Ames Laboratories, and at this point in the record 
we will insert page 38 of the justifications, which sets forth your 
needs for the Lewis Laboratory. 

(The page referred to follows:) 


An increase in funds in the amount of $692,400 is requested in the fiscal year 
1958 primarily to permit the full-year operation of the unitary-plan tunnel and to 
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supply the increased electric-power requirements for the modernized 14-foot 
transonie tunnel. 

Lewis Laboratory.—The Cleveland Electric Illuminating Co., supplies power to 
the Lewis Laboratory. The contract provides for free demand during offpeak 
hours, and for purposes of economy certain major facilities are planned to be 
oper ated only during offpeak periods in the fiscal year 1958. 

The following schedule summarizes the electric-power requirements for the 
fiscal years 1957 and 1958: 





| 
Fiscal year 1957] Fiscal year 1958 





en ccbatiasimeennatmnoee pvektiebstietdene sae 538, 000 590, 000 
eS Bi vntret dics pad wewnanmuigneweeewormyssweesteweuret 30, 000 30, 000 
a oi ceaneriviaterete etal hn wenthib niente tetova | 210, 000 210, 000 
Energy consumption. _.........- a Se a 276, 000, 000° 390, 000, 000 
a sed bathe nts atinwes $630, 000 3630, 000 
Offpeak demand cost (free). ..........-.---- cal theu/ dat biniodianattaesirehes tena ae Eee Cee doce 
IG ALIEN a Slo Libis titles awniiitekide cdthawscntihhiewrewneer= 4 535, 000 | 2, 365, 000 

\—--- apueiieiiindaniiaaial 


eel nnkipacenunerencndilinn nttatsnesneseiebenny | 2, 165, 000 | 2, 995, 000 


An increase in energy consumption will result from the full-year operation of the 
Lewis unitary plan tunnel and the improved 8- by 6-foot tunnel, which is being 
modernized to permit a 20-percent increase in running time for research on high- 
speed powerplants. These facilities account for approximately $725,000 of the 
$830,000 increase in funds requested for 1958. 

High-Speed and Wallops Stations.—Electric power is supplied to the High-Speed 
Station by the Air Force. Reimbursements are made on the basis of the NACA’s 
pare dounte share of the total Edwards Air Force Base charges for electric power. 

he Wallops Station obtains its electric power from the Eastern Shore Public 
Service Company of Virginia. Power requirements at these stations will remain 
at approximately the same levels during the fiscal years 1957 and 1958. 

Mr. Tuomas. I note your operations with reference to electric 
current needs at Lewis are jumping right along. In fiscal year 1957 
you had $2,165,000, and your request for fiscal vear 1958 is $2, 995, 000. 

I understood that you received cheap power in the State of Cali- 
fornia. You get it from the Department of the Interior and the 
Pacific Gas & Electric Co. 

What is your rate? 

Mr. CHAMBERLIN. The rate for the Ames Laboratory from the 
Bureau of Reclamation is about 5 mills, and from Pacific Gas & 
Electric it is about 13 mills. 

Mr. Tuomas. How much higher is that power vou are getting from 
the Pacific Gas & Electric Co. than what you are getting from the 
Government? 

Mr. CHAMBERLIN. It is quite a lot higher, because they furnish a 
larger amount of the demand. 

Mr. Tuomas. How much higher is that percentagewise? 

Mr. CuamBeruin. The Bureau of Reclamation furnishes about 
50,000 kilowatts of demand and Pacific Gas & Electric furnishes 
about 140,000 kilowatts. 

Mr. Tuomas. Please, Mr. Chamberlin, I asked you the difference in 
price, and not the quantity. 

What is the difference in price? 

Mr. CuamBeruin. Per kilowatt-hour, there is about 8 mills differ- 
ence in price. 

Mr. Tuomas. Percentagewise, how many times more expensive is 
the current you buy from the Pacific Gas & Electric Co. as compared 
to the power which you buy from the Department of the Interior? 
It is about two times higher; is it not? 
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Mr. Utmer. About 2% times. 

Mr. Thomas, the difficulty in comparing these averages comes in 
the amount of demand being supplied by each source. 

Mr. Tuomas. Why do you not buy all of your power from the 
Bureau of Reclamation? 

Mr. Utmer. We would like very much to do that, sir. 

Dr. Drypen. We have been trying to do it for years. 


EQUIPMENT RENTAL 


Mr. THomas. You state: 


Tabulating equipment of the rental type has proven to be a most efficient and 
economical tool for certain types of research and accounting operations. 


You further state: 


It is capable of producing more accurate results in a fraction of the time required 
for manual operations. It is estimated that $997,720 will be necessary for this 
purpose in fiscal year 1958, an increase of $290,550 over the amount estimated for 
the current fiscal year. 

We will insert into the record at this point page 39 of the 
justifications. 

(The page referred to follows:) 


EQUIPMENT RENTAL 


Tabulating equipment of the rental type has proven to be a most efficient and 
economical! too] for certain types of research and accounting operations. It is capa- 
ble of producing more accurate results in a fraction of the time required for manual 
operations. It is estimated that $997,720 will be necessary for this purpose in the 
fiscal vear 1958, an increase of $290,550 over the amount estimated for the current 
fiseal year. The greater part of this increase is required to pay for the full-year 
rental of a high-speed digital computer and accessories at the Langley Laboratory. 
Minor rental items include shop towels, neutron points for electronic investiga- 
tions, road-maintenance equipment, and educational films, 


NEED FOR TABULATING EQUIPMENT 


Mr. Tuomas. How much is that going to reduce your overall dollar 
cost in your computing division, or in your recording section? 

Mr. Utmer. I think, as Mr. Crowley pointed out, Mr. Thomas, 
this does not reduce the overall cost. This is simply necessary to do 
the job. He gave you that figure of 4,200 data points per day now 
as compared to the 900 a day in 1946. 

Mr. Tuomas. You certainly ought to reduce the cost someplace. 

Mr. Utmer. We have new facilities coming into operation all the 
time, Mr. Thomas, and the volume of data points is increasin 
rapidly. Raw data is no good unless it can be reduced to a usefu 
form. 

Mr. Tuomas. What about it, Mr. Crowley? 

Mr. Crowtry. I think we will reduce the cost per data point, but 
our workload is increasing very rapidly, Mr. Chairman. 

Mr. Tuomas. Your chart showed you were going to cut it in two. 

Mr. Crow ey. Yes, sir, the cost per data point, but not the 
workload. 

Mr. Tuomas. I remember it. You were just about going to cut it 
intwo. That is a pretty good, substantial cut. Why has not some of 
that cut shown up? 
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Mr. Crow.tey. Because we are producing a great many more 
points. 

Dr. Doourrrix. If you cut it in half and there are twice as many 
points, you break even. 

Mr. Crow.ey. We are just barely keeping our head above the 
water; with our new facilities coming in, we need additional computing 
equipment. 

Mr. Tuomas. That leads me to think about the personnel you have 
been carrying all this time; what have they been doing? 

How are you going to justify that? 

Dr. Drypan. We would not be able to operate this Ames unitary 
plan wind tunnel for example with only 147 people without this auto- 
matic equipment for computing the raw deta. We would have to 
have a staff of perhaps double that number. 

What I am saying is that 147 people would be nowhere near enough 
if we had to reduce this data by the old longhand method. 

We have not built up the computing sections, we are providing auto- 
matic machinery to reduce the data. 

Mr. Tuomas. What are you going to do next year that you have 
not been doing this year which requires this increase? 

Mr. Utmenr. Several new facilities are just coming into operation. 
They will be running, maybe, 6 or 7 months this year; next year they 
will run 12 months. 

Here is a picture of a new structures research facility coming into 
operation next year which will turn out thousands and thousands of 
data points per day. 

Mr. Tuomas. Where is that located? 

Mr. Utmer. At Langley. 

Mr. THomas. What else do you have? 

Mr. Utmer. There is a new rocket engine research facility and an 
expansion in the propulsion systems laboratory at Lewis. Both these 
facilities will produce more data. Without the automatic equipment 
we would be swamped. 

Dr. Drypen. We have a problem which is to reduce data. We 
have essentially 3 choices: The old-fashioned method was to get 100 
girls—if you could find them—and give them hand-computing 
machines. 

We have been limited in personnel for quite a number of years, 
and too large a staff would be required to do our computing by hand. 
So, we do it by high-speed computing machines. With that method 
we have two choices: We can buy machines or we can rent them. 
For many types of work, rental is more economical than procurement. 

Mr. Tuomas. Is this $997,720 for the purpose of renting machines 
or buying them? 

Dr. Drypsn. This is rental. 

Mr. Tuomas. How many machines are you getting? That infor- 
mation is not set out in your justifications. You set out the amount 
of money and, generally, the purpose for which they will be used. 

Mr. Utmer. I am sorry, sir, but I do not have that detail with me. 

Mr. Tuomas. Where will they be located? 

Mr. Unmer. At all three laboratories, and the high-speed station. 

Mr. Txomas. Is this a guess figure? 

Mr. Utmer. No; it is not a guess. It is a summation of existing 
contracts that we have with the people that provide this rental equip- 
ment, plus certain additional items required in 1958. 
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This is a very carefully supported item, and we will be glad to 
supply further detail if you desire. 

Dr. Drypren. We can give you the numbers and types of the par- 
ticular machines that are involved in this estimate. The advantage 
of renting is that we can get the latest machines. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Let us look at the 07 item “Other contractual serv- 
ices.”’ This item shows an increase of $383,000 over last year, bringing 
your total to $2,739,000 for fiscal year 1958. That information 
appears on page 51 of the justifications. 

A big part of it is in the NACA Headquarters, where you jump from 
$1,054,574 in 1956 to $1,037,395 in 1957, and to $1,068,000 in 1958. 

The big item is your research contracts. 

Dr. DrypeEn. Yes, sir. 

Mr. Tomas. At this point in the record we will insert page 51 of 
the justifications. 

(The page referred to follows:) 


07 Other contractual services 





| | 
| Fiseal year | Fiscal year | Fiscal year 











1956, obli- 1957, esti- 1958, esti- 
gated | mated mated 
er ———___—_____— oe Sete alm ytiog ———} ebony ithegeen 
Analysis by location: | 
DEAD A) Preaderertere sn oi 5 acc ad i... - sci cnweh--dee $1,054, 574} $1, 037,395 $1, 068, 000 
LACT EADOTOROTY. « «5-5 n onsnnnnsensse~e en] 59Fi, 343 | 550, 000 | 725, 000 
Ames Laboratory. -.-- bod ili.isce thi OEE IOS 202, 374 | 176, 000 | 225, 000 
TT .indh acing tenadnnn-spinahinehaeamunhin ‘ 354, 824 | 450, 000 | 5£0, 000 
Pere epeed Station... ...66.0.-nctcccakicun tivad 26, 128 20, 250 50, 000 
Wallops Station._--_--. stv caine Seeeaiadtatn inant vane 103, 149 113, 000 120, 500 
We emterm. (0100........--.-...-<5 ibueieauaes ot 304 230 37 
gp SUES a Ee Oar a Seta Tp ee ks ss es 114 125 130 
EE PEs incisccccdeatenatiguakbacaasendeawent| 2, 337, 810 2, 356, 000 739, 000 
Analysis by types of service: } } 
Repairs and alterations: | 
NACA Headquarters... -.--.-. o~—iagaetiesttactenuet 8, 918 6, 560 | 5, 990 
Langley Laboratory. - caus de dete et ak ocghas nebo 423, 605 351, 000 | 520, 000 
Aman Mabenebeny. 14 a5 - 5+ 44-5 vncys~<99h4-p-- 461 154, 444 | 93, 300 | 135,000 
Lewis Laboratory. ----- Scented 194, 350 | 280, 000 | 378. 500 
High-Speed Station_- inden atnaainast 18, 603 19, 850 42, 200 
Wallops Station. -- i denna ara eeauveae 101, 059 110. 600 | 118. 000 
Western Office_- sli iain tases aeaiaiieat all 4 is 245 100 | 235 
Wee CIR io nivccnnsanconcnwesdasesunwes eal 66 75 75 
Total, repairs and alterations [Saas 901, 290 861, 485 | 1, 200, 000 
Miscellaneous services: | 
NACA Headquarters ..........-..,...-.-..- $ | 4, 989 | 5, 835 | 6, 110 
bemgipy Tabeoretery.. . 2502.0001.....-.-..... hood 91, 232 | 127, 000 | 134, 000 
Seenenl LAMONT 1... <= JERE... <jocconsnacewscnccces} 44, 698 79, 200 | $6, 000 
DA AMIE oben nnnnnacecactmanivns | 153, 262 | 165, 000 | 164, 500 
Fie Sietion...............)....- | 6, 681 | 8.600 | 7, 000 
We GAP URUNOEL... «2 Se ANI. 22. hecascncctaseness -| 1, 809 | 2, 100 2, 200 
Western Office.....-.--- esscebeensien pnaceami 59 130 | 135 
EE iin bccn cdndubscdenccabvaagenetetenannehenet 48 59 | 55 
Total, miscellaneous services__..............---.--.- | 302, 778 387.915 | 400, 000 


Mr. Tuomas. Let us look at your request for the Lanel 
tory under this heading. 

In fiscal year 1956 you had $596,343, you dropped down to $550,000 
in fiscal year 1957, but you make it up in 1958 because you go to 
$725,000. 


y Labora- 
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At the Ames Laboratory in 1956 you had $202,374, you dropped 
down to $176,000 in fiscal year 1957 and you go to $225,000 in 1958. 

At the Lewis Laboratory it was $354,824 in fiscal year 1956, in 1957 
it was $450,000, and in 1958 it jumps to $550,000. 

Then, taking the high-speed station, in 1956 you had $26,128, in 
fiscal year 1957 you had $29,250, and in fiscal year 1958 you request 
$50,000. 

If my memory serves me correctly, there would appear to be a lot 
of duplication between repairs and alterations, and miscellaneous 
services. 

Under repairs and alterations in 1957 you had $861,485 as against 
$1.2 million for 1958. 

Miscellaneous services jump from $387,915 to $400,000. 

Research contracts have gone from $750,291 in 1956 to $770,000 in 
1958. 

Services by other Government agencies have gone from $336,600 in 
1957 to $369,000 in 1958. 


RESEARCH CONTRACTS 


At this point we will take a look at your research contracts. 

Where is that list set out? 

Mr. Utmer., Page 68. 

Mr. Tuomas. You have 30 institutions with over 60 contracts? 

Mr. Utmer. That sounds right. 

Mr. Tuomas. When I counted them, they were not all there. 
You said there were over 60 contracts with 30 institutions. 

You may have lost some between pages. 

Mr. Utmer. Institutions or contracts? 

Mr. Tuomas. I am going by memory, but I want the information 
as to both items. 

Mr. Yates. Are these basic research contracts or applied research 
contracts? 

Mr. Utmer. They are essentially basic research contracts. 

Mr. Tuomas. At this point in the record we will insert page 67 of 
the justifications. 

(The page referred to follows:) 


Research contracts with educational and scientific institutions 





Fiscal year | Fiscal year Fiscal year 
1956, obli- 1957, esti- 1958, esti- 
gated mated mated 








IN ik UU chencsnnsebenecsucesnousenpaus $750, 291 $770, 000 $770, 000 
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To complement the research carried out in its own laboratories the NACA 
maintains a program of research in universities and nonprofit laboratories. Con- 
tracts are negotiated with institutions having either specialized research facilities 
or scientists of outstanding ability not otherwise available for investigating 
technical problems of particular aeronautical importance, 

Over 60 investigations in the general aeronautical fields of aerodynamics, air- 
craft propulsion, aircraft construction and operational problems are now underway 
in approximately 30 universities and nonprofit laboratories. 

Contracts are placed on the basis of proposals submitted by the contracting 
institution, either on the initiative of the investigator or at the suggestion of the 
NACA. Proposals are reviewed by NACA staff members and the appropriate 
technical subcommittee. Because of the broad representation of technical spe- 
cialists from the industry and the military on the subcommittee, th’s review in- 
sures that the proposals that are accepted are not only technically sound but also 
cover problems of highest interest to the potential users of the research results. 

The NACA contract research program is an integral part of the NACA research 
effort. Contract studies are related to the overall program in a manner similar 
to the integration of the various NACA laboratory programs. Reports of the 
useful results of sponsored research are prepared to meet the same high standards 
as other NACA reports, and are given the same distribution to insure maximum 
usefulness and availability of the information. 

There is presented on the following pages an analysis of the NACA’s research 
contracts with educational and scientific institutions which includes a summariza- 
tion of the actual obligations incurred under this subtitle for the fiscal year 1956 
and the estimated requirements for the fiscal years 1957 and 1958. Included in 
the summary, by field of work, is a listing of the institutions to whom research 
contracts were awarded during the fiscal year 1956 and the contracts awarded 
during the fiscal year 1957 through November 30, 1956. 


Mr. Tuomas. You have over 60 investigations at 30 universities, 
I counted them and I did not quite get 30 or 60, either. 

Is the list set out on page 68 of the justifications? 

Mr. Umer. Starting on page 68, sir. 


ANALYSIS OF RESEARCH CONTRACT PROGRAM 


Mr. Tuomas. At this point in the record we shall insert pages 68, 
69, and 70 of the justifications. 
(The pages referred to follow:) 
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Analysis of research contract program as of Nov. 30, 1956 





| 


























Fiscal iio og Fiscal year | Fiscal year 
iscal year 957, obli- 1957, total 958, total 
| Field of work and contractor 1956, actual gated and estimated ee 
t obligations ready for obligations obligations 
obligation 
i & dette pl tiiecinintaniimeenli tated wintuesilacili deena a 
Aerodynamics: 
Polytechnic Institute of Brooklyn... ___. $27, 985 : si} 
Brown University.............- ges. 25, 500 |. | 
i University of California... __- : ie: $15, 500 , 
Cornell University ___. : 8, 789 | 
Georgia Institute of Technology___. L 19, 360 |_- | 
Johns Hopkins University... __- —— 5 Sinem «ae | 
} University of Maryland_.__--___.._-- ee RE 14, 793 | 
j Massachuetts Institute of Technology_____ 22, 000 | art 
| University of Michigan. __..._....__- ; 27, 000 15, 245 | 
University of Minnesota. ._____.- SAC Bidbiind aude 21, 580 | : 
New York University.-............ slate 33, 615 |_ | 
University of North Carolina_. -..- : 3, 742 7 
| Purdue University___...___-_- 20, 555 |. 71 
| Stanford University bbe bitead see 4 (2) 29, 856 (3) 46, 980 
' Stevens Institute of Technology.__._____- 15, 000 a 
| Syracuse University --.- A ey + eck das 17, 880 |__ 
University of Washington _-___.._.._- sii x 8, 276 | oT 
Total, aerodynamics... ...-..---..-.-..- 238, 402. 152, 411 $225, 000 $225, 00 
Powerplants: 
Battelle Memorial Institute..............-.}_........ | 10. 000 
; Case Institute of Technology.............-.|........ | 1, 500 |. Pa ee eee ee . ' 
| University of Cincinnati. --..-.-.......- 7, 400 wee oe le ern reery j 
i Cornell University. -.-.......--.---.-..-.. 2 28, 520 | SOEs. fie eA at ay i 
; IT CORIO, 6 Ohne centinnigpnssempencn< | 12, 000 | Ro a ee ae 
‘ Massachusetts Institute of Technology-___- 25, 100 wee! -snvion lis 
i University of Michigan----_._.-...---..-_- 50, 000 | ae st ae 
: New York University.......-.......-.2..- Sameo 32). fh eiks a at if ftid gP siti 
t Stanford University..........2-............ 20, OD h vuacs : Meee a 
i Syracuse University --...-- 5 a click aaa 15, 000 Sere as oe Cee tee ee 
; Yale University... _----- baie saan 
; Total, powerplants. ...-- siiemmpeameaeel 183, 487 | “161, 164 225, 000 225, 000 
: —— eee —— | =| = — 
j Aircraft construction: | | | - 
i} University of Alabama-.--....-......--.....-| 6,965 | ae 
4 Battelle Memorial Institute... _____. 7.35 (5) 81, 500 ia (2) 21,500 |............ rr sr 
i Polytechnic Institute of Brooklyn-._.-- 19, 910 | Set sg - ' 
‘ California Institute of Technology_-........|........__-__- (2) 40,230 |.--- 
5 University of California. ---.........- es 10, 432 15, 580 |... nes 
F Carnegie Institute of ene = : 20, 990 | 17, 830 vee ee 
* Columbia University-.-.........-- ad 17, 323 | E 
University of Illinois__--- ne ie 25,073 |_. \ 
Kentucky Research Foundation... _____- 16, 565 |___- eA OME EA a eet wee 
New York University. pion aioe acy a est i sal 28,000 |....__. eB 
4 Southwest Research Institute ___.__- 44,460 |... a ee ae 
i? Stanford University_............-..-- 6, 326 | ieee 
Syracuse University. = 20; 395 eae 3 i os 
Virginia Polytechnic Institute... _- , 3 5. 229 | ee , 
: | < pine en — 
Total, aircraft construction ---__.-.. = 244, 866 | 178, 010 | 230, 000 | 230. 000 
ij Operating problems: | 
i California Institute of Technology 31, 689 |__ 
i Massachusetts Institute of Technology 7 35, 000 ng p ; 
i Syracuse University_.............--- <3 21, 847 |. 





i} Total program -.-.-.....------------------ 750, 291 491, 585 | 4 770, 000 770, 000 


} ainenaciggeiinm — incaeniiiees 





Total, operating problems__-.---..-- . 88, 536 ft: ae | rae 90, 000 90, 000 | 


| Note.—Figures in parentheses indicate number of ccntracts if more than one. 

i] 

Mr. Tuomas. You break it down into aerodynamics, power plants, 
: aircraft construction, and operating problems. 

i I might have counted wrong. Let me count them again, and see if 
i} I get the correct figures. 

Mr. Utmer. The figures of 60 contracts at 30 universities cover all 
. outstanding contracts. The table on pages 68, 69, and 70 lists those 
| contracts awarded during the fiscal years 1956 and 1957. 


i 
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Mr. Yates. What do you have to indicate the type of work covered 
by these contracts? 

Mr. Utmer. Here is a list of the titles of some of those contracts, 
Mr. Yates, which will give you an idea of the sort of subjects they 
cover. 

Mr. Tuomas. You set them out here. I have a note around here 
that your expenditure for research laboratories is too high. 

The deduction I drew from it was that even though the expenditure, 
as money goes, is not too large, it is a matter of concern to us. 

Dr. Drypen. This is a small research program on topics pretty 
closely related to things that we are going. It is not for the general 
support of science. 

Mr. THomas. We have everyone overloaded with research con- 
tracts. You have three of the finest laboratories in the world in your 
field and you go outside to universities and to the Bureau of Standards. 

Dr. Drypen. You mentioned earlier the field of metallurgy. I 
think we have one contract on heat-resistant materials which was 
awarded under the recommendation of our subcommittee on heat- 
resisting materials. 

We do not have people at these three laboratories who are expert in 
that field. This is true of quite a number of the research contracts. 
I remember some, for example, where we needed to know the heat 
capacity of some chemical we are using at the rocket laboratory, and 
we contracted with somebody who is experienced in making such 
measurements, and who has the equipment with which to do it. 

Mr. Tuomas. In your justification for other contractual services, 
you state as follows: 


Estimates for this object of expenditure, as summarized above—— 


I do not see this summary. It is a tabulation. Further quoting 
from your justification, you state: 
include normal operating repairs and alterations; special alterations and modifi- 
cations to structures and research facilities; specialized contractual services, 
Federal life insurance; contracts for research at educational and scientific institu- 
tions; and services performed by other Government agencies. 

Your total bill is $2,739,000. It is made up of these items: Your 
research contracts, repairs and alterations, miscellaneous services, 
Federal life insurance, and contracts with other governmental agencies. 


REPAIRS AND ALTERATIONS 


We will insert page 53 of the justifications into the record at this 
point. 
(The page referred to follows:) 


Repairs and alterations 


Fiscal year | Fiscal year | Fiscal year 


1956, | 195%, 1958, 
obligated | estimated estimated 
a —— hn eet. = 7s Se | \ er 7. | . 0 ee ee — 
eaten 8b Ng Os SE -------| $500,648} $567, 536 | $882, 800 
Minor categories of projects...----- Sap ler keiebtkee teats 301, 642 | 293, 949 | 317, 200 
POUR COME... «. chic cweennasanpsentpesesessesessss re 901, 290 861, 485 | 1, 200, 000 
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Funds requested under this subhead are necessary for alterations and modifica- 
tions to structures, research facilities, and utility systems to meet changing 
research requirements, and for normal operating repairs to structures, research 
and transportation equipment, utilities, and various service and office equipment. 

Frequent alterations and modifications to structures and research facilities 
have been found expedient and necessary to increase the scope and accuracy of 
research operations and to permit maximum utilization of existing research 
facilities under conditions of rapidly changing research requirements. Individual 
research setups are continually torn down, modified, and rebuilt. These altera- 
tions, in turn, dictate the need for extending and expanding existing piping 
systems, electrical systems, and other utilities. Changes of this nature sre 
inherent in a research activity since aeronautical facilities are particularly suscep- 
tible to obsolescence. The major portion of the funds requested in the fiscal year 
1958 under this subhead, $882,800, will be required for major repairs, alterations 
and modifications to structures, research facilities, utility systems, shop facilities, 
and roads. The remainder of the 1958 request under this subhead, $317,200, will 
be required for normal maintenance and repair activities to keep structures and 
equipment in proper operating condition. 

There is presented on the following pages, by location, a tabulation of the major 
repairs and alterations (by projects of $10,000 and over) and the minor repairs and 
alterations (by categories) for which funds were obligated during the fiscal year 
1956, and the estimated requirements for these purposes in the fiscal years 1957 
and 1958. 


Mr. Tuomas. For repairs and alterations you jump from $861,485 
to $1,200,000. You state: 


Funds requested under this subhead are necessary for alterations and modi- 
fications to structures, research facilities, and utilities systems to meet changing 
research requirements, and for normal operating repairs to structures, research 
and transportation equipment, utilities, and various service and office equipment 

How much of this is a guess? 

You further state: 


The major portion of the funds requested in the fiscal year 1958 under this 


subhead, $882,800, will be required for major repairs, alterations and modifica- 
tions to structures, research facilities, utility systems, shop facilities, and roads. 


You also state: 


The remainder of the 1958 request under this subhead, $317,200, will be re- 
quired for normal maintenance and repair activities to keep structures and equip- 
ment in proper operating condition. 

There is presented on the following pages, by location, a tabulation of the 
major repairs and alterations (by projects of $10,000 and over) and the minor 
alterations and repairs (by categories) for which funds were obligated during 
the fiscal year 1956, and the estimated requirements for these purposes in the 
fiscal years 1957 and 1958. 

The succeeding pages list your major repair and alteration items, 
and I checked a few of them. You have some at headquarters, and 
some at all laboratories. You have an item for the maintenance of 
grounds, at the Langley Laboratory. How much are you spending on 
that? 

Mr. Utmer. $78,300. 

Mr. Tuomas. That is a lot of money to spend for that purpose 
particularly when I understand we could have a depression that m ight 
eurl our hair. 

You have a request in the amount of $48,000 for resurfacing roads, 
pavements, and parking lots. Your total repairs and alterations at 
Langley amount to $522,000. 

At Ames Laboratory you have an item for repairs to buildings, 
facilities, and grounds in the amount of $25,000; you have a request 
for the installation of an additional cooling tower. I do not know 
whether that should be in your construction budget or not. 
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Mr. Utmer. Mav I make a general observation, Mr. Thomas? 

Mr. THomas. You may do anything you like. 

Mr. Utmer. Items, generally, under $100,000— 

Mr. Tuomas. Is it $10,000 or $100,000? 

Mr. Utmer. Items under $100,000 appear in our operating budget; 
items over $100,000 appear in our construction budget 

Mr. Tuomas. Why do you not get it down to about $10,000? 
Most agencies come in here with those little items of $1,000 a year, 
but your limitation is $100,000. 

Mr. Umer. We are running over $300 million worth of equip- 
ment. If we put all of the repair and alteration items above $10,000 
in our construction budget, we would have a very difficult thing to 
handle. 

Mr. Tuomas. How much do you have tied up in equipment? 

Mr. Utmer. Over $300 million. This is a very modest repair and 
alteration budzet. 

Mr. Tuomas. Do you know how much the Veterans’ Administra- 
tion has tied up? 

Mr. Utmer. No, sir. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Dr. Drypren. What is a reasonable allowance for maintenance of 
a plant of this size? Its actual reproduction value is more like 
$500 million. What is the reasonable allowance to keep the plant 
up to date? 

Mr. Tuomas. I note you have an item in here for the maintenance 
of laboratory grounds at Lewis in the amount of $40,000. What is 
that for? Is it for roads? 

Mr. Utmer. This is the maintenance of the entire plant; the lawns, 
cutting the grass, and so forth. 

Mr. Tuomas. Well, it does not say “‘plant.’’ It says “grounds,” 
in the amount of $40,000, and that is a lot of money to spend on 
grounds; is it not? 

Dr. DrypEen. There are a good many acres there. 

Mr. Umer. It is a lot of money, but it is a big plant, Mr. Thomas. 
The grass has to be cut, weeds have to be removed, and trees have to 
be pruned. 

Mr. Tuomas. You have an item for the repair of roofs in the 
amount of $15,000 and that is understandable; you have an item for 
washing windows and industrial cleaning in the amount of $12,000 
and you have-an item for the painting ofaboratory structures. 

You have an item for the painting of the altitude wind tunnel in the 
amount of $16,000. It makes it operate better to have it painted on 
the outside; does it not? 

Dr. DrypeEn. It keeps it from corroding. 

Mr. Tuomas. How long is it going to be before you want a new one, 
anyway? About every 5 years they become obsolete whether you 
paint them or do not paint them. 

When was this one built? 

Mr. Crow.ey. About 15 years ago. 

Mr. Utmer. It must be painted about every 3 or 4 years. 

Mr. Tuomas. The next item is for minor repairs and alterations, at 
the Lewis Laboratory. You have a request in the amount of $40,000 
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for repairs and alterations to utilities installations, and an item of 
$5,000 for repairs to automotive equipment and aircraft. 

Do you do any business with the General Services Administration 

in this regard? 

Mr. Utmer. Only in Washington. 

Mr. Tuomas. For repairs to instruments and research equipment 
ou have a request for $50,000 and for shop and office equipment you 
ave a request for $11,000. 

The total NACA request for repairs and alterations is $1.2 million. 


MISCELLANEOUS SERVICES 


Let us look at the estimate for miscellaneous services which 
jumped from $387,915 to $400,000. 

You have miscellaneous contractual services and the Federal life 
insurance fund. 

You state the requirements for the Federal life insurance program 
total $159,790 for the budget year, an increase of about $12,000. 
That is a fixed amount and you cannot do much about that, can you? 

Mr. Utmer. Not very much, Mr. Thomas. 

Mr. Tuomas. You state it is considered more economical to utilize 
outside commercial sources for many services. You say the services 
of this type include such items as cutting special gears, grinding optical 
lenses, metal plating operations, and so forth. 

Mr. Utmer. That is the sort of thing which it covers. 

Mr. Tuomas. I thought you could build anything in your machine 
shops. I stuck my head in 2 or 3 of them, and they looked pretty 
good to me. 

Mr. Umer. They are good. For some items, however, it is more 
economical to do it outside, Mr. Thomas. 

Mr. Tuomas. Even though you have your own shop? 

Mr. Utmer. Yes, sir. Our demands for some types of services do 
not warrant permanent installation of the necessary equipment in our 
shops. A lot of these services are one-time-a-year jobs. 

Mr. Tuomas. What about ‘‘Miscellaneous contractual services’’ in 
the amount of $240,210? I do not see much of a justification for that. 

Mr. Utmer. We tried to give some examples here, sir. 

Mr. Tuomas. On page 63? 

Mr. Utmer. They are listed on pages 63 through 66. 

Mr. THomas. You have listed the preparation of citations for 
aeronautical dictionary, photographic and film processing, surety 
bond fees for certifying officers, th of motor vehicles, and nameplates 
and picture frames. 

Mr. Utmer. These are some of the miscellaneous items for NACA 
headquarters. 

Mr. Tuomas. That is for ‘“Headquarters.”” On the next page I see 
you have a request in the amount of $12,000 at Langley for computing 
and consulting services. You mean your machines and your per- 
sonnel are not able to do that, and you have to go outside to get it? 

Mr. Utmer. Occasionally, yes, sir. 

Mr. Tuomas, How much did you spend in 1956 for that item? 
You have it set up in your budget in the amount of $12,571. 

Mr. Uvmer. That is the actual amount that was spent in 1956. 
Mr. Tuomas. For what? 
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Mr. Umer. For computing services and for outside consultative 
services. 

Mr. Tuomas. With whom did you spend it? 

Mr. Utmer. I would have to get the detail on that. It was for 
some special computations that our equipment could not handle, Mr. 
Thomas. 

Mr. Tuomas. Out of which laboratory was that? 

Mr. Utmer. It was Langley, I believe. Yes; it is listed under 
Langley. 

Mr. Tuomas. If it were out in California, right around the corner 
from you, we have the Univac operated by. the Atomic Energy 
Commission, and I imagine they would be glad for you to use it; 
would they not? 

Mr. Umer. On a reimbursable basis; yes, sir. 

Mr. Tuomas. For engineering and consultant fees you are request- 
ing $32,000 this year, as against $32,000 last year for the Ames 
Laboratory. 

What is the consulting service, and who is the recipient? 

Mr. Utmer. Here, again, we could supply a breakdown of all of 
these people, Mr. Thomas. Mostly, they are experts that we simply 
could not hire on our payroll whom we take on for a few days or a 
week or a few weeks, to do a special job for us. This is a very 
economical way of getting their services for a temporary period of 
time. 

Mr. Tuomas. How much did you spend in 1957 for this service? 
You have $32,000 set up in the justification. 

Mr. Utmer. I cannot give you that detail at this time, Mr. 
Chairman. 

Mr. Tuomas. Well, vou have about the same thing at Lewis. 
You have an item for machine shop and metal fabrication in the 
amount of $85,000 as against a similar amount in 1957. You have a 
request for medical examinations in the amount of $9,000. 

With reference to fabrication, I thought you could fabricate most 
anything there. 

I note you have an item for the hire of motor vehicles, and an item 
for computing, analytical and testing services in the amount of $1,000. 
You have an item for parachute repacking in the amount of $1, 000. 
You have an item of financial reporting service in the amount of 
$525, and you have a request for the hire of a bulldozer in the amount 
of $275 this year as against $275 last year. 

Was that the same bulldozer? 

Mr. Yatrs. The same job. 

Mr. Utmer. Yes, sir. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Let us look at 08, “Supplies and materials’, and see 
if you do not have some duplic ation here. 

We will insert page 74 of the justifications into the record at this 
point, 

(The page referred to follows:) 





08 Supplies and materials 


Analysis by location: 


NACA Headquarters. 
Langley Laboratory 
Ames Laboratory --- 
Lewis Laboratory. 
High-Speed Station 
Wallops Station. --....--- 
Western Office 

Wright Office 


Total, all locations 


Analysis by transactions: 


Inventory, start of year_-.-----..-.-- 
Inventory adjustments 
On order, start of year 
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ET. Lo todeo3.o.ssecesebacsese=< 


Total available for usage 
Less: 
Surplus disposed of- - - 


Inventory, end of year-__- Bee SiS, SRS goby 


On order, end of year 


Total usage 


Fiscal year 
1956, 


obligated 


1, 103, 658 


104, 520 
395, 357 
5, 100, 217 


Fiscal year | 


5,081, 000. 


1957, 
estimated 


$26, 255 
2, 035, 000 
850, 000 | 
1, 700, 000 
187, 150 
282, 320 
200 


se 
fe 5 





1, 110, 713 
104, 000 | 
553, 670 | 

5, 031, 000 | 


Fiscal year 


1958, 
estimated 


$27, 500 
2, 335, 000 
9°5, 000 
2, 015, 000 


6, ons, | 000 


1, 125, 000 
100, 000 
458, 000 

6, 000, 000 





6, 703, 752 


33, 765 
1, 110, 713 
553, 670 


5, 005, 604 





6, 849, 383 | 
4, 000 

1, 125, 000 | 
458, 000 | 


5, 262, 383 | 


7, 633, 000 
“1, 200, 000 
563, 000 


5, 930, UU 


You have a total cost for supplies and materials of $5,930,000 for 
1958 as against $5,262,383 for this year. It is broken down between 
headquarters, Langley, Ames, Lewis, the high-speed station and the 
Wallops station. 

The analysis by locations shows you have a request for $6 million 
for fiscal year 1958 as against $5,081,000 for 1957 and $5,100,217 for 
1956. 

You state: 


As indicated in the above analysis, funds in the amount of $6 million are re- 
quested for the procurement of supplies and materials in the fiscal year 1958, an 
increase of $919,000 over the amount available for fiscal year 1957. The two major 
factors which form the basis for this increase are as follows: 

(1) Supplies and materials for the construction of research models and vehicles 
of advanced design, and for the construction of specialized instrumentation for 
use with such models and vehicles. 

(2) Operating supplies for new facilities or for modernized facilities involving 
new research techniques. 


You further state: 


Items under the first. category include airframes for pilotless-aircraft research 
in the amount of $50,000; special control components for research airplanes in the 
amount of $40,600; instrument components for the X-15 project in the amount 
of $50,000; and instrument components for powerplant tests in the Lewis unitary 
plan tunnel in the amount of $30,000. 

Increased requirements for operating supplies include Freon, for the Langley 
19-foot pressure tunnel, which is being converted to use this gas as a test medium, 
$95,000; hydrogen peroxide for use as a model fuel, $25,000; larger rocket motors 
for use at the pilotless-aircraft station, $70,000; and high-energy fuels for use in 
rocket research, $200,000. 


Are these estimates the best guesses available? 

Mr. Utmer. We think they are good estimates, Mr. Chairman. 

Mr. Crowtey. They are estimates based on our past experience. 

Mr. Tuomas. I see $2,015,000 is requested against $1,700,000 last 
year for Lewis. What part of that is for fuels? 

Mr. Utmer. Fuels run between 15 and 20 percent of the Lewis 
estimate for supplies. That is a round figure. 

Mr. Tuomas. What was your expenditure for the first quarter of 
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1957 at Lewis of this $1.7 million, and how did the Bureau of the 
Budget apportion the $1.7 million for the 4 quarters? 

Mr. Utmer. They do not apportion us on a quarterly basis for each 
object of expenditure. We are apportioned on the total available to 
the NACA and then we can split this up by objects among our labora- 
tories. 

Of the $1.7 million available at the Lewis Laboratory at the end of 
January we had obligated about $1 million. 

Mr. Tuomas. Does that obligated amount take you through 
February? 

Mr. Utmer. Through the end of January. The amount is slightly 
over $1 million out of $1.7 million. 


USAGE AND INVENTORY OF SUPPLIES AND MATERIALS 


Mr. Tuomas. Let us look at this table which appears on page 76 of 
the justifications. We might insert that page into the record at this 
point. 

(The page referred to follows:) 


Supplies and materials 





Fiscal year | June 30, 1956, | June 30, 1956, 
Category 1956, usage inventory | on order 
(actual) | (actual) (actual) 


$19, 719 | $4, 869 $657 
40, 464 , 802 | 1, 332 
| Compositions. -_-.....----- 85, 079 9, 338 | 4, 821 
Cutting tools eas . 109, 530 ), B45 | 2, 079 
Drafting and artists’ supplies- 7 esas 4 39, 594 , 57 753 
Electrical and radio- . 789, 340 272, 360 | 58, 752 
Fuels, gases, and lubricants_ : | 854, 169 23, 666 15, 648 
Hardware_-_-_-_-.--- ‘ waht | 101, 613 34, 346 7,390 
Janitorial : : ‘ | 51, 437 5, § 1, 067 
Lumber and building. - ie 154, 314 | 44, 627 | 8, 672 
| Maintenance and operating. -- ‘bees 209, 867 , 802 | 28, 166 
| Mechanic’s and mechanical - 218, 366 33, 66 40, 212 
| Medical and safety __- . 36, O11 3,! 1, 473 
| Metals | 452, 780 
Office and library -- kien 199, 788 
Photographie and reproduction wa } 374, 561 
Pipes, valves, and fittings _-- 4 400, 834 
Scientific (total) és 818, 127 
(a) Chemical and metallurgical supplies (65, 513) 
(4) Instrumentation supplies (296, 873) 
(c) Airplane and engine parts ‘el eat | (30, 426) 
(d) Parts for research installations.-. 7 (114, 829) 
(e) Pilotless aircraft parts (310, 486) 
9 | Welding and soldering --.-~- . 34, 869 
Military...... ; 15, 142 


A restvet cio << s ak Ee. 
Coating and preservatives 


\netiieranctineh~aumhesnth waistle ay . 
--| 


1 
2 
3 
4 
5 
6 | 
7 
8 
4 

10 


mee eee 
ourone 


— 
aon 





NI es cin Heiney ‘ — 5, 005, 604 1,110, 713 
| i 


Note.—Figures in parentheses make up the total for category 18—scientific. 


Mr. Tuomas. I note you have listed abrasives, coatings, and pre- 
servatives. You have listed compositions, cutting tools, drafting 
and artists’ supplies. You have listed $109,530 for cutting tools in 
1956, and $25,000 is listed for this year. 

Mr. Utmer. The $109,000 is our total usage figure for cutting tools 
in 1956; the $25,000 is our total inventory for this item on June 30, 
1956. 

Mr. Tuomas. It is the usage and actual inventory? Do you have 
that inventory table there? 

Mr. Utmer. Yes, sir. 

Mr. Tuomas. That is a good one. Wonderful. 

Mr. Utmer. It shows a rather modest inventory, I think, Mr. 
Thomas, of about $1 million. 
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Mr. Tuomas. I believe you stated you turned over the inventory 
three times a year? 

Mr. Uxmer. It is a little more than that. It would be about four 
times. A million dollars is about 20 percent of our annual usage; 
that would be a turnover about every 2.5 months. 












































. Mr. Tuomas. You would turn it over about 4 or 5 times a year, 
then. 
| Mr. Utmer. That is about right. 
Mr. Tuomas. These are the common use items in your inventory? 
Mr. Utmer. That is right. 
Mr. Tuomas. It is a very good table. 
USAGE OF SUPPLIES AND MATERIALS BY FUNCTION AND LABORATORY 
You break it down over here by laboratory. We will put pages 77 
and 78 of the justifications into the record at this point. 
(The pages referred to follow:) 


Usage of swpplies and materials 


| | | | | 
























































Plant operations—Operation of all research facilities, supporting shops, utility systems, motor vehicles, 
and aircraft. 

Maintenance and improvements— Maintenance, repair, alteration, or improvements to land, buildings, 
— research facilities, research and office equipment, roads, utility systems, motor vehicles, and 
aircraft. 

i) Office operations—Office activities, including drafting, library, and computing functions, and reproduc- 

{ tion work not included in the functional heading below. 

i} Report reproduction—Processing, duplicating, and distributing research reports. 
Medical, security, and safety—Execution of health, security, and safety programs. 


| | Mainte- | Report | Medical 
| Fabrica- | Plant op- | nance and | Office op- | reproduc- | security Total 
' tion erations | improve- | erations | tion | and 
: | ments | safety 
Serr rarer rrr ert ee Serres oe tn 
- | | 
: Fiscal year 1956 (actual): | 
NACA Headquar- | } 
cise. eR ee : | a $19, 555 | = 1 | $19, 555 
i Langley Laboratory.| $918,245 | $611,048 | $398,303 | 108,268 | $100,550 | $12,528 | 2, 148, 951 
| Ames Laboratory - - - 221, 351 195, 262 271, 746 83, 857 | 26, 089 11, 911 810, 216 ' 
' Lewis Laboratory-_. 499, 262 824, 407 | 91, 226 76, 294 | 17, 067 10, 054 1, 518, 310 ' 
' High-Speed Station _| 13, 033 127, 886 | 41, 602 16, 440 |___.._. | 1, 282 200, 243 
} Wallops Station.___- 18, 505 255, 874 | 31, 616 1, 243 | RA 698 | 307, 936 
' Western Office ____- Ban. iccuabGnenlocessnete ee 271 
t meget OG. : >; ...)....-.. cae | Lone 122 | : 122 
; a —| ———__ — | —_—_—_—|-—— a EEE | mannose f ccmrenmaes a 2 
i Total. ............] 1,670,396 | 2,014,477 | 834, 493 306, 050 | 143, 715 | 36,473 | 5,005, 604 
i Fiscal year 1957 (esti- | 
mated): | 
NACA Headquar- | 
ite Be eS ba A Se Raa 5, sccm bina 26, 001 
Langley Laboratory 851, 495 571,000 | 357,700 108, 497 101, 000 | 12, 171 2, 001, 863 
Ames Laboratory -. 302, 000 222,000 | 246,000 89, 000 28, 000 13, 514 900, 514 
Lewis Laboratory-. 500, 000 | 1,084, 252 | 100, 000 75, 000 20, 000 10, 000 1, 789, 252 
' High-Speed Station. 13, 000 114, 466 | 42, 000 16,000 | __- oe 2, 000 187, 466 
: Wallops Station___ 18, 505 305, 282 31, 300 1, 227 |... ' 698 357, 012 
i Western Office._....}....-..-.-- PA ath cieiansct cate. Re oe are Ls ee 200 
; Wright Office. _____- iad SBOE UR 2s BV BIBS oh ee WE ee aes Po ae 7 
F ocdapesl ie sever (pameeabebaienh sm wedi basal! a nes 
i WOR is. sci. 1, 685,000 | 2,297,000 | 777,000 | 316,000 | 149, 000 38, 383 | 5, 262, 383 
4 ees ) Ss | SS OOO) OOS OOOO 
Fiscal year 1958 (esti- 
; mated): 
: NACA Headquar- | 
' ters... : aes ihe Maines tang 27, 500 ncaa eI a 27, 500 
{ Langley Laboratory_| 1, 023, 500 680, 050 397, 400 | 108, 250 101, 000 12, 800 2, 323, 000 
: Ames Laboratory. -- 313, 000 232, 500 256, 000 90, 500 29, 000 14, 000 935, 000 
: Lewis Laboratory 600, 000 | 1, 195, 000 | 100, 000 | 75, 000 25, 000 | 10,000 | 2,005, 000 
; High-Speed Station. 15, 000 128, 000 45, 000 17, 000 J ba 2, 500 | 207, 500 
1 Wallops Station... 18, 500 379, 450 31, 600 1, 25K “4 ---| 700 431, 500 
. Western Office. ___- TE caf eee eer 350 |... og 350 
i Wright Office... -.. a : lnpond 160 |...... ie 150 
| a onmne | 1, 970, 000 2, 615, 000 | 830, 000 320, 000 155, 000 40, 000 5, 930, 000 
; 
| hloteinis Si i cd a a a a neil tate keiecccia Rees 
DEFINITIONS OF FUNCTIONAL HEADINGS 
: Fabrication—Construction of research models, research setups, temporary installations, instruments, 
. and other items of equipment. 
} 
: 
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Mr. Tuomas. This is your functional breakdown of usage. You 
have under this item entitled “Fabrication” the construction of re- 
search models, research setups, temporary installations, instruments 
and other items of equipment. You have under ‘Plant operations,’ 
the operation of all research facilities, supporting shops, utility sys- 
tems, motor vehicles and aircraft. 

These are definitions of the functional headings. You have a num- 
ber of items listed under those headings. 

You do not do too much business with General Services Adminis- 
tration in regard to the motor vehicles; do you? 

Dr. Dryprn. Only in Washington. 

Mr. Tuomas. You have “Maintenance and improvements” which 
cover maintenance, repair, alterations, or improvements to land, build- 
ings, structures, research facilities, research and office equipment, 
roads, utility systems, motor vehicles and aircraft. 

Did we not have the same heading under another category a while 
ago? 

Mr. Utmer. You did, Mr. Thomas. The other heading was for 
items we have done under contract. The item here covers supplies 
and materials in those cases where we find it more economical to do 
the work ourselves. 

Mr. Tuomas. I have a notation here as to the overlapping with 
your 06 program. I have down here reproduction, processing, 
duplicating and so forth. I have listed that as a duplication, an over- 
lapping with 06, “Printing and reproduction.”’ 

Dr. Drypen. The supplies under our 08 account are used to pro- 
duce this kind of a document [indicating]; our printing money under 06 
pays the Government Printing Office to produce this kind of a docu- 
ment [indicating]. 

Mr. Tuomas. Is the distinction based upon printing, or is it based 
upon different types of documents? 

Mr. Utmer. The Government Printing Office prints our unclassi- 
fied technical reports in permanent form. About 80 such reports are 
printed per year. 

The Annual Report is also printed in that fashion. Most of our 
classified information is distributed through reports which are multi- 
lithed in our facilities at our laboratories. 

Mr. THomas. Under your terminology is there a difference in Hi 
method of bookkeeping there? i 

Mr. Utmer. Yes, the GPO work is under object 06. The supplies it 
we procure for reproducing the classified reports in our own plants we 
show under the supply account, object 08. 

































EQUIPMENT 





Mr. Tuomas. Let us look at “Equipment.’’ At this point in the i 
record we shall insert pages 79 and 80 of the justifications. . 
(The pages referred to follow:) 
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Nationat Apvisory CoMMITTEE FOR AERONAUTICS, Fiscan YEAR 1958 


USTIMATES 


09 Equipment 


Fiscal year | Fiscal year | Fiscal year 
| 1956, obli- | 1957, esti- 1958, esti- 








gated mated mated 
ji rae sear titi lt dl aan el Leal ttete 
Analysis by location: 

NACA Head.quarters................-.. Sic ececet eee, $21, 247 | $8, 000 $8, 000 
Langley Laboratory......._...-...-----  uussss-.-.-2--.--.| 727.448} 856,000 | 1, 392, 000 
Ames Laboratory ____. bonw Ou ddutcOdidus tictiat bien ak 596, 829 650, 000 1, 136, 000 
Lewis Laboratory -___- caine sienna tiki ee 674, 985 600, 000 1, 190, 000 
High-Speed Station_-_- m.. 152, 974 130, 500 201, 000 
Ce SE eee eee ae eee ; S4ae 18, 096 | 184, 000 71, 400 
Western Office __.. : 4 ee | | 500 1, 600 


Hecpenithtienincheenjptenyssinaian amsititipas imac 


Total, all locations... _--__-_- 2, 191, 579 2, 429, 000 4, 000, 000 
Analysis by classes of equipment: See - aed 
Replacement equipment: 


NACA Headquarters______- i : { 2, 998 | 3, 000 | 3, 000 


























Langley Laboratory 49, 353 | 90, 000 | 90, 000 
Ames Laboratory --- A oe a a 145, 309 64, 250 | 207, 450 
Lewis Laboratory.-.....-.........-- siessh k 44, 785 | 61, 000 193, 000 
High-Speed Station. : 10, 077 | 12, 400 | 36, 000 
Wallops Station. ___..___- 3, 552 | 1, 400 | 5, 800 
Western Office...___..._- . ‘ | | 1, 350 
— —_——— | a — “ = 

Total, replacement equipment___- ina | 256, 074 232, 050 | 586, 600 

Recurring equipment: | i ly, 
Sa aid ictal alld inatipiengnpadidae Seigugiings | 303, 591 | 516, 000 855, 000 
Neen TT nnn enn een eee i ee eee cule 105, 579 175, 000 | 200, 000 
Lewis Laboratory -_.--..-..-.- deibileh chiQasdh~e aided disd« dens | 197, 909 | 200, 000 220, 000 
I on ccnt bukaka cice'aigpetbaieninnmn wide an abies | 20, 004 12, 500 | 19, 600 
Wallope Station...............0.5. LSS JL 1, 641 2,000 | 37, 000 
Total, recurring equipment.---_..............--.-- seceded 628, 724 | 905, 500 1, 331, 600 
New equipment: 

ae meennneere, Oo LLL Al lcd $18, 249 $5, 000 | $5, 000 
ds Lites akin nals manndciniiciaucens Sac 374, 504 250, 000 | 447, 000 
I cae oa | 345, 941 | 410, 750 728, 550 
MRR 5 3s oes. ohn ad a ablaeuidegoudedsddeebeeue | 432, 291 339, 000 | 777, 000 
S64 uC Aakadtseis ackpauvapepphadedadests 122, 893 | 105, 600 145, 400 
Wallops Station..._. sfthcithiciidedmatiahl ihn Onicha eae ibbigdisccosk. 12, 903 180, 600 28, 600 
a lB tian sa 5d teint Mi aieedd 500 250 
RES OT ORE iii nk 5 3 we chided cdteniinicid 1, 306, 781 1, 291, 450 2, 131, 800 
re I oe dc cn cenaddtidunncctvsnbsccusodted 2,191,579 | 2,429, 000 4, 000, 000 











JUSTIFICATION 


It is estimated that a total of $4 million will be required under this object in 
the fiscal year 1958, an increase of $1,571,000 over the amount available for the 
fiscal year 1957. The major portion of this increase is required for a partial 
modernization of data-recording and data-processing facilities at all locations. 
The advanced techniques which are available in these fields must be applied at the 
earliest possible date. The chart on the following page indicates the current dis- 
tribution of effort for a typical modern NACA research report. It will be noted 
that over 50 percent of the total man-years of effort required to produce the report 
in its final form is required for data reduction and analysis. It is in these areas 
where substantial progress can be made in speeding up the availability in useful 
form of the scientific data produced by the NACA. The acquisition of more 
advanced types of data-recording and data-processing equipment is most urgently 
needed for this purpose. 

Other major items include flight-research instrumentation for 2 special projects 
being conducted jointly with the military services, and research models for 2 
major wind tunnels at the Lewis Laboratory. As indicated in the analysis on the 
preceding page, the equipment estimates are prepared under three headings: 
“Replacement Equipment,” ‘Recurring Equipment,’’ and ‘“‘New Equipment.”’ 


Mr. Tuomas. You have a cost next vear of $4 million as against 
$2,429,000 this vear, and it is broken down by locations. In your 


ee en ER 
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list you have new equipment, replacement equipment, and recurring 
equipment. 

Dr. Dryprn. That is right. 

Mr. Tuomas. The item of recurring equipment is in the amount 
of $1,331,600, as against $905,500 in fisc ral year 1957. 

You State: 

It is estimated that a total of $4 million will be required under this objeet in 
the fiscal year 1958, an increase of $1,571,000 over the amount available for the 
fiscal year 1957. The major portion of this increase is required for a partial 
modernization of data-recording and data-processing facilities at all locations. 

Is that the $997,000 item which we discussed a while ago? 

Mr. Umer. The $997,000 was for the rental of equipment. This 
is for the procurement of equipment to improve our data recording and 
transmittal techniques. This is part of our modernization process. 

Mr. Tuomas. You state: 

The advanced techniques which are available in these fields must be applied at 
the earliest possible date. 

I have the sentence before that underlined. Here are two separate 
and distinct things, but I did not know whether through error you had 
a little duplication. 

Dr. DrypEen. These are things that we buy. At Ames, for example, 
there is $200,000 for high-speed digital recorders. 

Mr. Tuomas. Is that in your tabulating room or computation room? 

Dr. Drypen. No, sir; this is for a wind tunnel. 

Mr. Tuomas. You state the advances available in these fields must 
be applied at the earliest possible date. 

The chart on the following page indicates the current distribution of effort for 
a typical modern NACA research report. It will be noted that over 50 percent 
of the total man-years of effort required to produce the report in its final form is 
required for data reduction and analysis. It is in these areas where substantial 
progress can be made in speeding up the availability in useful form of the scientific 
data produced by the NACA. The acquisition of more advanced types of data- 
recording and data-processing equipment is most urgently needed for this purpose. 

Other major items include flight-research instrumentation for 2 special projects 
being conducted jointly with the military services, and research models for 2 major 
wind tunnels at the Lewis Laboratory. As indicated in the analysis on the pre- 
ceding page, the equipment estimates are prepared under three headings: “Re- 
placement Equipment,” ‘‘Recurring Equipment,’’ and ‘‘New Equipment.” 

Straighten us out on this recording matter. It is not the same as 
the $997,000 item you gave us under “05, Equipment rental’’; is it? 

Dr. Drypren. We were talking about the rental of high-speed 
computers to reduce the data. We are now talking about the equip- 
ment in the wind tunnel itself. 

Mr. Tuomas. Why is this charged here? 

Dr. DrypEeNn. These are items we will purchase; the other amount 
was for the rental of computing equipment. 

Mr. Tuomas. However, this is a part of your wind-tunnel equip- 
ment? 

Dr. Drypen. It is a part of the wind-tunnel data recording and 
transmitting equipment. 

Mr. Tuomas. It is built into the tunnel? 

Dr. Drypen. This equipment transfers pressure, temperature, 
or force measurements to a number printed on a piece of paper or to 
electrical pulses which can be fed into a computer. The items at the 
various laboratories are in this tabulation. 
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CONSTRUCTION AND EQUIPMENT 


Mr. Tuomas. At this point in the record we will insert pages 127, 
128, and 129 of the justifications. 
(The pages referred to follows: ) 


Priority summary, construction and equipment program 


Project Priority Location Estimated 
cost 


re 


3.5-foot hypersonic tunnel _- 
High-speed leg for the unitary plan tunnel __ 
wine physics test area 
odifications to the component research facility for nu- 
clear propulsion. 
Data reduction center -..__- 
Expansion of the Propulsion ‘Sy stems ‘Laboratory -- 
Modernization of instrumentation 
Improved air supply for the Internal Flow Laborator y- Langley... ..--- 858, 000 
By-pass air system for the unitary plan tunnel Ames...- 100, 000 
Boundary-layer removal for the 14-foot transonic tunnel _- mi AE 2 4, 435, 000 
Flow improvement in the unitary plan tunnel ea ioih 255, 000 
Land acquisition sess ee. : 300, 000 
Modification of the 26-inch transonic tunnel.. daub : (eee 346, 400 
Central heating system for the east area_- ati Sued gains wiles 209, 100 
Hypersonic helium blowdown tunnel__-_--_-- fn § }..... 746, 600 
Rocket systems research —- Raia dotinshbediiniaa Saale y Ty 5, 700, 000 
West area approach road_- ; PAILS icra kiniecagee se | Ls ee a searie ae 148, 800 


Ames...-.- 
Langley --- 


$11, 731, 000 

750, 000 
RRs doy mae cd 1, 987, 900 
EEE citnntcooceet 5, 655, 000 


Langley -....-..-.. 3, 067, 200 
Lewis. .......-- 5, 800, 000 
Wallops... aeeat 2, 560, 000 


Canon #whe 





Total, fiscal year 1958 program —_ 44, 700, 000 





Functional summary, construction and equipment program 


New facilities for hypersonic research: 
3.5-foot hypersonic tunnel (Ames) $11, 731, 000 
High-speed leg for the unitary plan tunnel (Langley) ...--_-_- 750, 000 
Hypersonic physics test area (Langley) 1, 987, 900 
Hypersonic helium blowdown tunnel (Langley) 
Rocket systems research facility (Lewis) 


Total. -.- 20, 965, 500 


Expansion of facilities for nuclear research: Modifications to the 
component research facility for nuclear propulsion (Lewis) 5, 655, 000 


Modernization of research facilities: 
Expansion of the Propulsion Systems Laboratory (Lewis) 
Bypass air system for the unitary plan tunnel (Ames) 
Boundary-layer removal for the 14-foot transonic tunnel 
(Ames) 
Flow improvement in the unitary plan tunnel (Ames) 
Modification of the 26-inch transonic tunnel (Langley) 


Modernization of sepporting. | technical facilities: 
Data reduction center ( Langley) 3, 067, 200 
Modernization of instrumentation (Wallops) 2, 560, 000 
” roved air supply for the Internal Flow Laboratory 
(Langley) $58, 000 


6, 485, 200 


General plant and utility improvements: 
Land acquisition (Lewis) 300, 000 
Central heating system for the east area (Langley) 209, 100 
West area approach road (Langley) 148, 800 


657, 900 


44, 700, 000 
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Summary of construction and equipment programs 


| Sl ce 
Program adjustments 


Authorized 


~ | Appropria- 


program | Applied to | Received | Deferred tion 
ctf | other pro- | from other | financing | 
| 
| 
| 
| 


grams | programs | 
' | | 


$16, 700,000 | $1, 520,000 |__- | $16, 700, 000 
8, 689, 000 965, 955 | $1, 450, 000 7, 239, 000 
5, 000, 000 110, 000 380, 000 best Aael 4, 620, 000 

Fiseal year 1956. 12, 865, 000 300, 000 ; | 42, 565, 000 

Fiscal year 1957_-. 14, 444, 000 |__ 444, 000 14, 000, 000 


Fiscal year 1958 (estimated) _ 1-4 ..| 44, 700, 000 J sa $3, 216, 000 | 41, 484, 000 


Fiscal year 1953_...............- 
Fiscal year 1954 
Fiscal year 1955.....- 


SUMMARY OF AUTHORIZED CONSTRUCTION AND EQUIPMENT PROGRAMS 


Mr. Tuomas. The table on page 129, which is the summary of your 
construction program, shows that for fiscal 1956 you had $12,865,000. 

It shows also that for fiscal year 1953 you had $16,700,000, for 
fiscal year 1954 you had $8,689,000; in fiscal year 1955 you had $5 
million, and I have already inserted the figure for fiscal year 1956. 
For fiscal year 1957 you had $14,444,000 and this year you are re- 
questing $44,700,000. 

Do you set out the priorities, Doctor? 

Dr. Drypen. Yes, on page 127. 

Mr. Tuomas. We are laymen. You gentlemen are the experts, 
and we are going to have to rely upon your judgment. 

Dr. Dryprn. This budget is the result of the judgment of the 
facilities panel of the NACA on which General Doolittle served as 
chairman. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Dr. Drypren. As I said, Mr. Thomas, this table does not go back 
to the time when by your initiative $75 million was appropriated 
for our unitary plan facilities. We feel that the need for hypersonic 
facilities is a eoedtint similar problem. 

Mr. Tuomas. Doctor, you are too fast on the trigger. 


UNITARY PLAN WIND TUNNELS 


What shape are we in now on that unitary plan program. How 
much money do we have, and how far along is the program? You 
are just about completed or will be soon, will you not? 

Dr. Drypren. We built the facilities within the money you gave us. 

Mr. THomas. You did a remarkable job but you want more credit 
than that. 

Mr. Tuomas. When was the money for your unitary plan facilities 
appropriated? 

Dr. Drypen. It was in the fiscal year 1950. 

Mr. Tuomas. It was 6 long years ago? 

Dr. DryprEn. Yes, sir. 

Mr. Tuomas. In fact, it has been almost 7 years. 

Please set out in detail some readable language about the unitary 
plan facilities, what they cost, their location, and a brief description 
of each of the facilities. If someone picks this up I would like them 
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to be able to read it and also understand it. Please do not make it 
too technical. 
(The information requested follows:) 


Unirary PLan Winp TUNNELS 


Immediately following World War II the military services and the NACA 
made studies of the supersonie and transonic wind tunnel equipment required to 
establish a sound basis for the further development of aircraft and missiles. Out 
of these early independent studies grew a coordinated plan which was approved 
by the Congress in the Unitary Wind Tunnel Plan Act of 1949, Public Law 415, 
8ist Congress. At the time the planning began which later resulted in the 
unitary plan, the maximum speed of airplanes was slightly over 500 miles an hour. 
To talk at that time about speeds of 1,300 or 1,400 miles an hour seemed but wish- 
ful thinking. Such speeds were reached in 1953 when an NACA research pilot 
first flew twice the speed of sound (1,327 miles per hour at the altitude and tem- 
yerature at which he was flying). Even greater speeds have been reached by Air 

orce pilots in subsequent flights of other research airplanes. 

The unitary plan as finally implemented comprises five wind tunnel installa- 
tions: One at each of the'three NACA laboratories, and, two, along with an engine 
test facility, at the Air Force’s Arnold Engineering Development Center at 
Tullahoma, Tenn. All of the tunnels of the unitary plan were built and operated 
primarily to meet the needs of industry, the military services, and other Govern- 
ment agencies for large-scale tests of supersonic aircraft and missiles, and for high- 
speed, high-altitude testing of engines. 

The Deficiency Appropriation Act of 1950, approved June 29 of that year, 
provided $75 million for construction of the 3 NACA unitary plan tunnels, 2 
aerodynamic tunnels, and 1 propulsion tunnel, 

One of the aerodynamic unitary plan tunnels was built at the NACA Langley 
Aeronautical Laboratory, Langley Field, Va. This tunnel initially cost $15,430,- 
000 and has 2 test sections operating from 1.5 to 2.8 and from 2.5 to 5.0 times 
the speed of sound, respectively, This represents a top speed of approximately 
3,300 miles an hour. The cross-section dimensions of both test sections are 4 
feet by 4 feet. The tunnel is driven by electric motors totaling 100,000 horse- 
power. The first productive tests were run in 1955. Full operation was reached 
in 1956 subject to delays due to mechanical difficulties occurring during the shake- 
down period. On a complex tunnel of this type, such difficulties usually require 
a year or more of experience to remedy. 

The second NACA aerodynamic unitary plan tunnel was built at the Ames 
Aeronautical Laboratory, Moffett Field, Calif. This tunnel initially cost $27,077,- 
000 and has 8 test sections operating from 0.75 to 1.5, 1.4 to 2.6, and 2.4 to 3.5 
times the speed of sound, respectively. This represents a top speed of approx- 
imately 2,300 miles an hour. The cross-section dimensions of each of the test 
sections, in the order of the speeds given above, are 11 feet by 11 feet, 9 feet by 
7 feet, and 8 feet by 7 feet. The wind tunnel is driven by electric motors totaling 
216,000 horsepower. The first productive tests were run in 1956. 

The NACA propulsion unitary plan tunnel was built at the Lewis Flight Pro- 
pulsion Laboratory, Cleveland, Ohio. This tunnel cost $32,493,000 and has one 
test section 10 by 10 feet operating over the speed range of 2.0 to 3.5 times the 
speed of sound. This represents a top speed of approximately 2,300 miles an 
hour. The tunnel is driven by electric motors totaling 250,000 horsepower. The 
first productive tests were’run in’ 1956. The speed range of the NACA unitary 
plan tunnel at the Lewis Laboratory was designed to complement that of the Lewis 
8- by 6-foot supersonic propulsion tunnel which operates from 0.6 to 2.1 times the 
speed of sound. 

Since their initial operation, all available testing time in the NACA unitary 
plan tunnels has been used. They are currently scheduled many months in 
advance or as far ahead as it is practicable to schedule the construction of models 
of new designs of aircraft and missiles. 


FACILITIES REQUESTED IN THE BUDGET 
Mr. Tuomas. You are requesting facilities for all your laboratories, 


even at Wallops. 
How much money are you requesting for Wallops? 
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Dr. DrypEeN. We are asking $2,560,000 for the modernization of 
equipment at the Wallops lslemabt station. 

Mr. Tuomas. I think you are minimizing that. However, you are 
the expert and [ am the novice, but I repeat what I said this morning: 
I am afraid we are missing the boat. 

Dr. Doouirrie. Did you notice item No. 16, Mr. Thomas? 

Mr. Tuomas. I do not believe so. 

Dr. Doo.irrie. That is $5.7 million for rocket systems research 
facility which will be used for research in the missile field. 

Mr. Tuomas. That is for your Lewis Laboratory in Cleveland? 

Mr. Rorwrock. Yes. 


METHOD OF CONTRACTING 


Mr. Tuomas. Who is going to do the designing and who is going to 
do the construction? 

Is most of this construction subject to a lump-sum contract, by 
competitive bidding to one big construction firm, or is the nature of 
the work to be done such that you can split your total job into 12 or 
15 or 20 contracts? 

Mr. Utmer. We normally split it up into several contracts. 

Mr. Tuomas. Who is going to do the design, and the construction? 
How much of it are you going to do vourself? 

Dr. DrypEn. We do the ceneral ‘design and some of the detailed 
design. The construction is ‘done under contract. 

Mr. THomas. What part of this would you want to do in the fiscal 
vear 1958? 

Dr. DrypENn. We want to go to work on the entire program. After 
the facilities are designed we plan to place about $6 million under con- 
tract during the fiscal year 1958. 

Mr. Tuomas. Who is going to do the design? 

Mr. Utmer. We will contract for most of it, but the general layout 
we will do ourselves. 

Mr. Tuomas. Are you going to handle the construction on com- 
petitive bids? 

Dr. Drypen. For the most part, yes. Some will be awarded under 
what we call competitive negotiation. This procedure is used in 
those cases where detailed designs and specifications cannot be 
prepared, 

Mr. Tuomas. Where do you get these people, and who are they? 

Dr. Drypex. We would have to get the names, Mr. Thomas. 
There are many competent industrial firms engaged in this business. 

Mr. Tuomas. Would you save money if you were to do this 
piecemeal? Is any money to be saved in trying to get vour construc- 
tion going all at one time? 

How long would it take you to get your job done? 

Dr. Drypen. Well, the nature of many of these facilities is such that 
it will require several years to complete them. The quicker we get 
started on all of them the better. 

Mr. Tuomas. In reading your budget, and if my memory serves 
me correctly, you want all “this money ‘right now. 

Dr. Drvden. This wes your plan originally, sir, to appropriate 
for the whole program and not to split it up. We think it is a good 
plan. 
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Mr. Tuomas. How much money will it take to do the job next year? 

Dr. DrypEen. Do you have the figure there? 1 

Mr. Umer. Are you speaking of cash or of obligational authority? 
There is a difference. 

Mr. THomas. You have to pay the obligations with cash. You 
might as well take the cash at one time. 

Mr. Uumer. I agree. We think the method you established over 
the past 5 or 6 years is excellent. We know the total we are working 
with, and we live within that money. We would like to continue 
this procedure. 

Mr. Tuomas. I doubt if you need all this money you are requesting. 
You made this estimate last May and then you got it ready for the 
Bureau of the Budget in July. 

Let me make you a suggestion. Go back to headquarters and 
rework this estimate. Take 4, 5 days, or a week, and then come back. 
Bring your experts with you, and we will talk more about it. 

Dr. Drypren. Whatever you say. 

Mr. Tuomas. Take it back and rework the whole estimate. It 
won’t take you 30 minutes when you come back again. 


AMOUNT OF FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


: Mr. Yates. How much money did you ask the Bureau of the Budget 
or? 

Mr. Utmer. We requested an operating budget of $86,760,000 and 
a construction budget of $61,018,000. 

Mr. Yates. How much did they cut you? 

Mr. Utmer. The operating budget has been cut to $76,800,000, 
which is about a $10 million cut. The construction budget is down 
to $44,700,000 from our request of $61,018,000. 

Mr. Yates. The cut in the construction budget brought a reduction 
in the operating budget? 

Mr. Utmer. No, sir. The operating budget is to run those facilities 
which already have been authorized and are coming into operation. 

Mr. Yates. Where did the cuts take place, then? Where did the 
$10 million reduction take place? 

Mr. Ustmer. Primarily in our request for additional personnel to 
allow more intensive utilization of our existing facilities. 

Mr. Yates. Will the $10 million reduction cripple you? 

Mr. Uumer. Not cripple, but it will hurt. 

Dr. Drypan. It stops us from expanding to the point requested. 

Mr. Yates. What is the point requested? Is it one we need? 

Dr. Drypren. The point requested was my instruction from the 
NACA Executive Committee; to provide for a 25-percent increase in 
our effort. 

Mr. Yares. In your effort to do what? 

Dr. Drypen. To deal with aeronautical research problems; to do 
25 percent more work. 

We had reports from our subcommittee chairmen that we should 
multiply the work we are doing in rockets, we ought to do more work 
in structures, we ought to do more work in the air inlet problem, and 
so forth. 

The Executive Committee, listening to these pleas from the special: 
ists for more work, directed the staff to prepare a budget with a 25 
percent increase in effort. 
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The Budget Bureau said they didn’t believe we could increase our 
staff that rapidly in a single year, and their cut was based largely on 
that consideration, I think. 

Mr. Yates. Apparently there is some soundness to their cut, is 
there not, judging by the difficulties you are having in getting the 
people you are authorized to hire now? 


RECRUITMENT OF PERSONNEL 


Dr. Drypen. This personnel problem is a difficult problem. We 
have one help from the Department of Defense. We have policy 
established by Secretary Wilson through which techntoainy qualified 


Reserve officers on active duty can be assigned to NACA laboratories. 


We have to reimburse the Defense Department for their services, but 
they can spend from 18 months to 3 years with us and reduce their 
ultimate Reserve obligation. We have gotten a number of very good 
men through this arrangement. 

The Navy and Air Force have put some of their young officers with 
us for a period of 2 to 3 years’ training. We have tried in many 
ways to deal with this problem. 


GOVERNMENT SALARIES A FACTOR IN RECRUITMENT 


As you perhaps know, there is a very great discrepancy between 
Government salaries and the salaries paid in iadustry. Our technical 
personnel presents a difficult problem. We were confronted with a 
turnover rate which in the first quarter of the last calendar year was 
12.4 percent, which is not an unusual or unhealthy rate. It went to 
15 percent in the second quarter, 20 percent in the third quarter. 

Mr. Yates. What did you do with reference to the Civil Service 
Commission? Did you ask them to increase your GS ratings? 

Dr. DrypEn. The Commission authorized payment of the top- 
salary step in all grades to people in aeronautical-research positions. 

Mr. Yates. Is this adequate? What did you ask them for? 

Dr. Drypren. They had the legal authority to do that much 
promptly. We had been proposing that the pay scales be made 
somewhat more in line with industry. 

Mr. Tuomas. You have to go one more step than what it is now. 

Dr. Dryprn, It has to go somewhat higher ultimately, but this 
action did reduce turnover considerably in the last quarter of the 
calendar year 1956, which was 9.1 percent. There is always a seasonal 
drop in turnover in the last 3 months of a year. 

Mr. Tuomas. You put new personnel at the top of the grade? 

Dr. Drypen. That is right. It amounts to increased pay of some- 
thing like $500 to $1,000. 

Mr. Yates. It gives a good starting base for the people you want to 
employ. Where do you go from there? 

Dr. Dryprn. These are the people working for us. We pushed 
them up to the top of the grade. 

You talked about money before. This takes money, of course, and 
it means some reduction in the number of people we can put on. We 
had to reduce our approved complement by 344 positions to make 
these salary adjustments. 

Mr. Tuomas. What about other than scientific personnel? 


88278—57—pt. 2——41 
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Dr: Drypzn, I am not sure.» There were other groups besides 
research scientists who were affected by the Civil Service Commission 
action. 

' This action did reduce the turnover in the last quarter to a tolerable 
figure. 

Mr. Yates. Are you still losing your best personnel to private 
industry? 

Dr. Drypren. We have been having a turnover rate in the top 
people on the order of 10 or 12 percent. 

Up until 2 years ago we practically never lost a man in the 2 upper 
Weve Now we are losing them at about the same rate that we lose 
the rank and file. 

Mr. Yates. Is that because of inadequate salaries? 

Dr. Drypen. Yes. 

Mr. Yates. What should these people receive that they are not 
receiving? 

Dr. Drypren. GS-15 pays a top of $12,690. GS-15 is the general 
limit under the Classification Act. We have 30 positions excepted 
from the Classification Act: which permit us to go above this. 


NACA SUPERGRADES 


Mr. Tuomas. How many supergrades do you have? 

Dr. DrypEeNn. We have 30 Public Law 313 positions. We also had 
3 GS-17 positions and 25 GS-16 positions, but the Civil Service 
Commission over our objections reduced us to no GS-17’s and only 
20 GS-16’s. 

Mr. Yares. Thirty supergrades? 

Dr. Drypven. Thirty Public Law 313 positions. 

Mr. Yates. What is this in terms of rating? 

Dr. Drypen. Salaries from $12,500 to $19,000. 

Mr. Yates. You have 30 of those? 

Dr. Dryven. Yes, sir. 
a Yates. How many employees do you have who qualify for 
that: 

Dr. DrypENn. We are not authorized to request anything of the 
Congress further on this matter. 

Mr. Yates. This happens to be an Appropriations Committee 
interested in finding out about costs. Would it be better if we sub- 
penaed you? 


PROPOSED LEGISLATION TO INCREASE SALARIES 


Dr. Drypen. We do have a proposal for a greater number of 
Public Law 313 and supergrade positions but this is not yet cleared 
for presentation to the Congress. 

Mr. Yates. Applications before the Bureau of the Budget? 

Dr. DryprEn. That is right. It will require legislation. 

We are trying to do this: We are trying to build a reasonable struc- 
ture within the ground rules. We do not hope to compete with 
ne for the very top positions. I do not think we will ever do 
that. 

We have had some irreplaceable people resign who were offered the 
opportunity of building a new laboratory, or becoming vice president 
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of a company, and so forth.’ We like some of our people to get those 
kinds of jobs. They are.alumni and they are. useful to us. 

Actually some of our-senior people are more worried by the lack‘ of 
sufficient help, qualified help, or the loss of qualified help in the sup- 
porting lower grades, than they are worried about the pay of their 
own personal positions.’ Still, 14 percent of our top research leadeérs 
resigned during 1956. 

Mr. Yates. Is this.a question of inadequate salaries, too? 

Dr. Drypen. This is a salary question. 

Mr. Yates. Then itis not only a salary question at the top level 
but it filters down through the organization? 

Dr. Drypren. Clear down to the entrance salaries. We have diffi- 
culty recruiting. There was action taken to increase the entrance 
pay 2 years ago which helped temporarily, but industry has moved up 
some more. In some cases they are now offering engineers $5,600 a 
year starting salary. Under the law we can only offer them $4,480. 

Mr. Yates. Do we offer them any other advantages that private 
industry doesn’t offer them? 

Dr. DrypeEn. Indirect benefits in private industry have caught up 
with Government benefits. In the higher positions they have gone 
beyond Government. 

Mr. Yates. Are the criticisms of your existing pay structure. re- 
flected in your budget request? Are correctives taken here which 
would permit you to operate in the way you should operate? 

Dr. Drypen. No, sir. 

Mr. Yates. How should you operate? 

Dr. Vicrory. We have to get executive approval before we can ask 
for new legislation. 

Mr. Yates. What is the legislation you need? 


WAGE BOARD SYSTEM OF SALARY CLASSIFICATION 


Dr. Victory. We need a new era in fixing Government pay on a 
flexible and competitive basis. That matter has been studied—— 

Mr. Yates. Flexible and competitive with whom—private indus- 
try? 

Dr. Vicrory. At least entrance salaries in private industry. 

Dr. Drypren. We have almost half our employees on the wage board 
system, which means that their pay is set by wage boards on a basis 
of what industry pays. We have no trouble in that area at all. 

Mr. Yates. Why don’t you extend the wage-board system through- 
out the whole plant, then? 

Dr. Drypen. This is one of the things which has been discussed 
and considered but we are not authorized to do that. 

Mr. Yates. How does it happen only part of your employees are 
under a wage-board system? 

Dr. Vicrory. Congress enacted a Classification Act which governs 
the white-collar man. The same act recognizes the wage-board prin- 
ciple of paying rates prevailing in industry for “blue-collar”? workers. 

Mr. Utmer. We have no option as to who is under the Classification 
Act and who is paid under the wage board system. 
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YOUNG COMMITTEE REPORT ON GOVERNMENT SALARIES 


Mr. Yates. Has anybody a copy of the bill you proposed to the 
Bureau of the Budget? 

Dr. Vicrory. We are not cleared to present it to the Congress. 

Mr. Yates. I am not asking that question. I am asking whether 
anybody has a copy of that bill 

r. Vicrory. It is not in bill form. 

Mr. Yares. Is there any proposal which has been made? 

Dr. Vicrory. May I say that the President did appoint a com- 
mittee known as the Young committee, a steering committee which 
has held months of studies. 

Mr. THomas. Dr. Putip Young? 

Dr. Vicrory. Yes. The task forces have completed their work and 
the final report is coming up for final approval on the 28th of February. 
That is the day the Chairman leaves office. 

Mr. Yates. Has anybody a set of recommendations as to what 
would help your agency? Has anybody prepared this in your agency? 

Dr. Vicrory. Yes. 

Mr. Bouanp, The Young report does that; does it not? 

Mr. Tuomas. That is what it is. 

Dr. Vicrory. That is right. 

Mr. Yates. When will the Young report see the light of day? 

Dr. Vicrory. The official answer is “shortly.” I don’t know what 
that means. 

Mr. Yares. I would like to see a copy of your recommendations. 
May I see it? 

Dr. Vicrory. Yes, sir; if you ask for it. 

Mr. Yarss. I ask for it. 

Dr. Drypen. Mr. Victory will call on you. 

Mr. Yarss. It took us a long time to get there. 


BASIS FOR NEED FOR INCREASED APPROPRIATION IN 1958 


Dr. DrypEen. One other matter which has a bearing on your con- 
sideration of the bill. We have had this discussion about putting 
people on at a gradual rate. Actually it will take something on the 
order of about $7 million more than we have this year to simply keep 
our existing staff, pay for power to run new facilities on a full-year 
basis, and to put a round $3 million in the retirement fund. 

In addition to this we have approved wage-board increases which 
we do not have the money to implement. 

Mr. THomas. May I suggest the same thing to you and several 
other agencies? You ought to work out some arrangement with the 
Budget Bureau—after the wage-board increase goes into effect, come 
back for a deficiency. 

Mr. Utmer. We have been denied that. "We have approved wage- 
board increases which we cannot put into eflect. We asked for a 
supplemental appropriation to permit them to go in this year and we 
asked that this budget before you be modified to provide the full year 
cost next year. The Bureau of the Budget said no. 

That means we will try to hold off as long as possible, but around 
July 1 we will have to raise the salaries of these 42 percent of our staff, 
and it will cost us about $1 million to do it. We were not permitted 
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to ask for an adjustment in next year’s budget but we will have to 
make these increases effective to keep these people. 

This $7 million that you see here on this chart is made up of $2 
million in additional electric power required to run these large unitary 
plan tunnels plus about $3 million for the retirement fund, a new item 
this year, plus about $2 million to make up this lapse figure that we 
had a discussion on before. 

So it will take $7 million to keep our existing staff going through 
next year, plus an additional million dollars for these wage-board 
increases for which we were not permitted to request an increase. 

A total of $8 million is required just to keep our shop in operation 
with its existing staff. 

Mr. Yates. How will we prevent our hair from being curled, to 
use Mr. Humphrey’s classic phrase? 

Dr. Vicrory. How are we going to prevent our country losing 
qualitative supremacy in the air to the Soviets? 

Dr. Drypren. We are asking for an evaluation of the relative 
needs of different items in the overall Federal budget, and presenting 
the research and development side of it as we see it. 

This amount of money we are talking about is the cost of 1 or 2 
airplanes, I think. 

Mr. Yates. Can anybody else do the job you are doing? 

Dr. Drypren. Not the job we are doing. I don’t want to say we 
are doing the whole job—— 

Mr. Yates. Can private industry do the job you are doing? 

Dr. Drypren. We do not think so. 

Mr. Yates. Does private industry think so? 

Dr. Dryprn. They do research on a particular airplane or missile. 
It is proprietary to each company more or less. What we do is 
wraidatia to all of them and applicable to whatever they build and 
to whoever builds it. 

Mr. Yates. Suppose the work of your committee were cut back? 
Would this set back not only the security of our Nation but the 
advancement of the entire airplane industry? 

Dr. Dryprn. We think so. 

We could do this by private industry in this way: We could form a 
corporation to operate our laboratories and have a small group in 
Washington make contracts with this private corporation. This 
method is used in some applications quite successfully by the military, 
but I think this is not cs the thing to do for the NACA. 

Dr. Vicrory. The military leaders, particularly the Air Force 
military leaders, have testified before the Congress repeatedly in 
recent years that the rate of progress in aeronautics is limited by the 
funds expended by NACA for basic research. 

Mr. Yates. You might get that money from the Air Force. 

oe Victory. What you give us determines the rate of progress 
made. 

Mr. Yates. What bothers me is this hair-curling process. I agree 
with you. 

You ought to sit on this side of the table and deal with budgets 
that are $71 billion. 

Mr. Tomas. $73 billion. 

Mr. Yatrs. We sympathize with the purposes of your organization. 
I think this is one of the most important agencies in Government 
today. There is no doubt of that. 
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Does this mean, therefore, there should be no limitation on the 
operation of your agency? | 

Dr. Victory. Less limitation than there has been. 

Mr. Yates. I would like to hear your argument. 


NEED FOR INCREASED NACA RESEARCH 


Dr. Vicrory. I feel that, based on the rate of progress Russia is 
making in training research scientists and engineers, within 10 years 
Russia will have the best scientists and more of them than we have. 

Mr. Tuomas. That was stoutly disputed in here not less than 24 
hours ago by three men who said they completely disagreed with 
Dr. Teller. 

Dr. Drypen. In Russia we know research and development ex- 

penditures are not limited by money. They are manpower limited. 
We would prefer to see the limit be the number of ¢ apable and quali- 
fied people we can reasonably expect to get rather than some arbi- 
trary money limitation. 

Mr. Botanp. When you consider the amount being spent by the 
Government and by private industry for research and development, 
it would probably be a lot greater than Russia is expending. Would 
that be a fair statement? 

Mr. Rorwrock. One thing we have to recognize is this: This 
research and development by its nature gets more expensive and 
more difficult. To develop the ICBM will cost more than to develop 
the B-52. To develop a nuclear powerplant will cost more than 
either of them. Either we spend more money or we make our progress 
at alesser rate. ‘This essentially is the decision which has to be made. 

Mr. Bouanp. Are we making progress fast enough now with what 
you have? 

Mr. Rorurockx. We don’t think so. We feel we should and can 
make progress f aster. 

Mr. Yatrs. Should some Air Force funds be allocated to your 
agency? Can you make progress faster that way? 

Dr. Vicrory. If the Congress would make the decision in the 
matter-——— 

Mr. Tuomas. They spend more money at Tullahoma than you do 
in your total budget. 

Dr. Vicrory. Continuing my remark to you——— 

Mr. Yares. I am as proud of this agency as you are. 

Dr. Vicrory. NACA is determined to do its best to frustrate the 
Soviets’ goal of capturing qualitative leadership in aeronautical 
science in the next 10 years. We can do a much better job than we 
are now able to do if we can have full support of our Government, 
the legislative and executive branches. 

Mr. Tuomas. Do you need manpower or dollars? 

Dr. Vicrory. Money. 


RESEARCH CONTRACTS 


Mr. Tuomas. You don’t need that money you have been spending 
for research contracts. You could take that $700,000 and put. it in 


manpower. 
Dr. Vicrory. We are getting value received from these research 
contracts. 
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Mr. Tuomas. I thmk you could spend your money more wisely. 
Every agency in this Government has research contracts. 


PAY OF SCIENTISTS 


Dr. Vicrory. The chief trouble is with the rigid pay structure. 

Mr. THOMAS, Now you are talking sense. You should be able to 
ay y e some latitude—$18,000, $20,000, 
or $22,000 ~ get your key people. You should have latitude for two 
or three hundred people from $15,000 to $25,000. I think the legisla- 
tive committee will go along with you. I have talked to some of the 
members on that committee and I think there is growing sentiment on 

your behalf. 

When it comes to scientific and technical manpower I think that is 
inevitable... The Government is doing a private industry job. You 
cannot compete with private industry unless you come up with the 
same things. People can’t live on patriotism altogether. They have 
to eat, too. 

Dr. Vicrory. When the Government wants to buy a commodity 
it goes into the open market and pays the market price. 

Mr. THomas. We agree with you. 

Dr. Victory. When it wants to hire blue-collar men it pays the 
going wage. 

Up to date, when it wants to hire brains, it fixes by law the maximum 
rate that may be bid in open competition with everyone else, and the 
result is that it cannot get what it needs in the market place because 
it does not pay the going price. 

We need authority of law to offer approximately $800 to $1,000 
more entrance salary to get new college graduates. 

Mr. Yates. You will give me your suggestions? 

Dr. Vicrory. At your request; yes, sir. 





JET NOISE 


Mr. Yatss. I have a newspaper item which states, “‘Jet noise bother 
you? It will get worse.” 

Are you doing anything about it? 

Dr. Drypren. Very much. 

Mr. Yates. This is one of the horrible things we face in the future. 
We are going more and more into the jet age, and with all the scream- 
ing and breaking through of supersonic barriers—— 

Dr. Drypen, We are wor king on the noise problem all the way from 
basic research to applied research on silencers of various kinds, 

I think the fairest way to state the prospects, optimistic prospects, 
are that jet transports will be no more noisy than the DC~7’s. They 
will probably have to pay some price in a little less efficiency to ac- 
complish this. 

Mr. Tuomas. I have been told that a certain corporation in Cali- 
fornia has gotten Germany’s No. 1 sound man. They also said the 
United States Navy was contacted and told this man was available, 
but the Navy did not even answer the letter. 

The letter was sent to this corporation and in 10 days this corpora- 
tion had him and he is now im California. 

Do you have any knowledge of this? They said he is-the best sound 
man in Germany and he says he will reduce the noise of these jets. 
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His field is sound closer to the ground but he thinks he can work it 
out upstairs. 

Mr. Yates. As long as they reduce the sound on the ground that is 
all right. 

Do you know that person’s name? 

Mr. Tuomas. Is he good? 

Dr. Dryven. I think it is Professor Ringleb, whom I know as a 
mathematician and aerodynamics man rather than an acoustics man. 
He has a certain idea which so far does not check out very well. 

Mr. Tuomas. Is he a man of national or international reputation, 
as my advisor said he was? 

Dr. Drypsn. He is a man who, I would say, was known inter- 
nationally but I do not believe he has qualified as an acoustical man. 
I think he is a mathematician and an aerodynamicist. 

Mr. Yates. What is the answer to my question? Are we going 
to be able to reduce the noise? 

Dr. DrypEn. We think the noise can be limited to approximately 
that of the DC-7’s. This is a commercial jet transport. This does 
not apply to military aircraft. There is little prospect of doing much 
about that. 

Mr. Yates. Nobody can put a muffler on them? 

Dr. Doourrtrie. Both Douglas and Boeing have agreed to reduce 
the noise of their jet aircraft, the DC-8 and the 707 by about one-half. 
That will leave it still twice as noisy as the DC-7 or the Super- 
Constellation. 

What Dr. Dryden says is that by additional research it may be 
expected that you will be able to again cut it down to where it makes 
about the same noise. 

That is in a commercial airplane where you can accept some reduc- 
tion in efficiency. It cannot be done in a military airplane where you 
can accept no reduction in efficiency. The best is just barely good 
enough. 

Dr. Dryprn. These are the types of things being worked on. This 
is an ejector nozzle. Air is drawn in around the jet. This is one 
where the idea came from the British, a corrugated nozzle. 

There are others. This is one which Pratt & Whitney has been 
working on. 

We have quite an active program of a very practical nature to try 
these things out in a wind tunnel with the airflow around them be- 
cause we think it will be different from the way they behave on the 
ground. After the takeoff you have a forward motion. 


JET-THRUST REVERSAL 


Dr. Doourrrie. This problem is being complicated by an attempt 
to incorporate in with it a jet-thrust reversal. Just as you reverse 
ee you reverse the jet so you can have it as an additional 

raking effect in landing. 

Mr. Yates. I am not sure I grasp that. I know what the reversal 
of the propeller is, but how do you reverse the jet? 

Dr. Dootirrie. You have a little scoop. As the jet goes out the 
scoop directs it the other way. 

Mr. Yares. Does that not slow down the plane? 

Dr. Drypen. It acts as a brake. 
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Dr. Doo.ittTLe. It must get out of the way when the plane is in 
flight, and then come out only after you have landed, in order to 
shorten the roll. 

Dr. DrypEen. Our people have worked at one other solution on 
paper, which has attraction technically, but it is a little difficult to 
see how we are going to get it. If a special powerplant were built for 
commercial use, its design could be compromised in such a way as to 
reduce the noise while still retaining the efficiency and increasing life. 
This raises a question in our economy of who is going to spend $50 
million or whatever it would take to develop a special engine which 
was built with an eye to redueing noise and extending life for civil 
use. 

Mr. Yatss. Built with an eye to saving the ear. 

Dr. Dryprn. Yes. 

Mr. Yates. Do you do any research on air-navigation equipment? 

Dr. Drypen. No. 

Mr. Yarss. Is this being done by private industry? Is anybody 
doing it? 

Dr. Drypsn. By private industry and to some extent by the Civil 
Aeronautics Administration. 

Mr. Yates. What about equipment such as Tacan or DME? 

Dr. Drypsn. Also by the military services. 

Mr. Yarss. You do not do anything on that? 

Dr. Drypren. We do not work on such equipment. 

Mr. Yarss. What about the question of instrument landings, land- 
ings under adverse weather conditions? 

Dr. DrypEen. We only come into that in connection with the sta- 
bility and control of the airplane. For example, we study the be- 
havior of an airplane which has an automatic control system on it, 
and this information is useful in connection with some landing sys- 
tems. We work in the broader field of stability and control. 


RESEARCH ON DE-ICING 


Dr. DoouitrLe. However, we have done considerable work on 
deicing. 

Dr. Drypren. Yes, a great deal on de-icing. 

Mr. Yarss. This agency? 

Dr. Doouirrie. De-icing in flight, both from the wings and the 
engine itself. 

r. Vicrory. And also on ice prevention in flight. 

Mr. Yates. In flight? 

Dr. Victory. To prevent ice, as well as de-icing. 

Dr. Drypen. The heating of the leading edge of the wing came from 
the NACA work. One of our people got the Collier trophy many 
years ago for that. 

Mr. Yates. That was some time ago. 

Dr. Drypen. Many years ago. 

Mr. Yates. The plane which just crashed in New York was 
supposed to have been loaded with ice, was it not? 

r. Drypen. I do not think we know what happened to that. 

Mr. Bouanp. This [indicating] is a model of the B—58? 

Dr. Drypen. Yes, sir. 

(Discussion off the record.) 
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Mr. Bouanp. Would this be more noisy? 

Mr. Rorurock. Yes, because that has an after burner. 

Mr. Botanp. This will be the plane which will replace the B-52? 

Dr. Dryprn. This is not yet certain. 

Mr. Bouanp. It is not? 

Dr. Drypen. No; because of its shorter range. 

Mr. Axssorr. The B-—52 is a strategic bomber. This was only 
intended to be a medium bomber. In no case would it be a replace- 
ment for the B—52. It might be a replacement for the B—47. 


JET NOISE 


Mr. Botanp. You see no prospect in the immediate future for any 
effective silencer which might stop the terrific noise, with specific 
relation to military air traffic? 

Dr. Drypren. Nothing his shown up. This problem is being worked 
on very hard, both in this country and in England. 

Mr. Botanp. Are rockets more noisy than jets? 

Dr. Drypren. Generally speaking, yes. 

Mr. Bouanp. I only live about 2 miles from Westover Air Force 
Base. I have SAC flying over the house. I do not object to that. 
As someone said, ‘‘It is the sound of liberty.” 

I think we should educate people to that fact, but when you sit in 
the kitchen and see the cracks in the walls it is difficult. 

Be that as it may, I think you are doing a terrific job. 

Dr. Doouirrie. There are really two approaches to this problem 
of noise. One is to reduce the noise, and the other is to reduce the 
objectionable portion of the noise. Some noise can be very intense 
but still is so high pitched you cannot hear it, like the whistle you 
use to call a dog. On the other hand, you have to be careful you do 
not get into a nature of a noise with vibration, which will ruin your 
structure. 

Mr. Botanp. Thank you. 

Mr. Vursetu. Mr. Chairman, it has been a very interesting session 
and I shall not: go into questions that have already been raised. 


PAY OF SCIENTISTS 


I should like to say that. I am of the opinion people in science, con- 
sidering the condition of the world, should have some preference in 
pay schedules. I am hoping that in some way recognition can and 
will be given to that matter, because I think there is no question 
but what the greatest; drive of Russia is along the line of propagation 
of scientific information. I am sure that after they are in this cate- 
gory of work those who succeed and those who are trying to succeed 
are probably better paid than the other people generally. I hope 
something can be worked out. along that line. 


CONSTRUCTION APPROPRIATION REQUEST 


I notice in one particular place—lI think it is on page 3—there is an 
item I made a note about, where there is a request for an appropriation 
of $41,484,000 for construction in the big book, and over in the small 
book I see it is a little larger figure, $44,700,000. I wonder if that 
has anything to do with a carryover of unobligated funds. 
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Dr. Drypen. No, sir. I am sorry we did not explain that. 

The Bureau of the Budget directed that financing for two items in 
the approved program be deferred. The two projects were the data 
reduction center at Langley, and an approach road at Langley. They 
authorized us to present for authorization a $44.7 million program and 
to request an appropriation of $41,484,000. 


CIVIL SERVICE RETIREMENT FUND CONTRIBUTION 


Mr. VurseE tt. I think you requested about $3,128,000 to go into 
the Civil Service retirment fund. Is that the total of the amount in 
the requested budget under the new law? 

Mr. Utmer. That is right. 

Dr. Drypen. It is the provision of the new law; yes, sir. 

Mr. Umer. It is the full amount. 


TRAVEL EXPENSE 


Mr. Vursetu. I notice on page 28, in paragraph 2, I believe, the 
average cost of these meetings is about $2,180. 

Dr. DrypeEn. Yes, sir. 

Mr. Vurseiyi. Can you tell me about how many you have a year, 
roughly or approximately? 

Dr. Drypren. About 85 meetings, I think is the estimate. 

Mr. Vursetv. Is there some information as to the number of people 
who attend? 

Dr. Drypen. It is on the order of 20. 

Mr. Utmer. About 20 per subcommittee. 

Mr. Vurse.u. I beg your pardon? 

Dr. Dryprn. About 20 people per meeting. 

Mr. VurseE.u. In other words, you have a sufficient interest in 
all these meetings and discussions of matters that you feel they are 
very helpful to your general purpose? 

Dr. DrypeEn. Yes, sir. These are the experts from industry, uni- 
versities, and the military on various specialized subjects. We get 
their services without any charge. We pay the expenses of their travel 
to meetings only. 

Mr. Vursetu. Another question that oecurs to me is this: When 
you do testing for the military or various branches of the Government, 
is there an offset or reimbursement, or is that part of your duty? 

Dr. DrypENn. There is no reimbursement from the military services 
in this matter. You appropriate for our whole needs and we do the 
job which we can do within the limits of our resources. 

Mr. Vurseuu. This may be an embarrassing question, and it is an 
old bone, but I thought it would be of interest if you wanted to spend 
a couple of minutes on it. 

You people help to do the inspecting and policing, so to speak, but 
you lay down policies and are very close to all this research and I think 
you are doing a wonderful job. I really think you ought to be better 
paid; all of you, right up to the top. 

I am wondering about this: MacDonald made some airplanes, and 
I think they made a couple which did not fly too well. Were you 
people in on that policing job? 
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Dr. Drypren. We as an agency have no policing or inspection func- 
tion. We do lend technical experts to joint groups set up by the 
military services and in this case we might have done that. Mr. 
Abbott, did you serve on that one? 

Mr. Assort. I served on one, but I think perhaps not the one the 
Congressman is talking about. You are perhaps talking about the 
Navy plane. 

Mr. Vurseuu. I was talking about those two aircraft which cost 
about $8 million apiece, made by the MacDonald Corp. 

Mr. Assorr. The F3H. 

Mr. Vurse.u. There was quite an investigation, as I recall. 

Mr. Assorr. The F3H. 

Mr. VurRSELL. Quite a number of them were made. I am wonder- 
ing what use has ever been found for the planes. I understand they 
have been put to use. Can you give me any information on that? 

Dr. DrypEen. Do you know about that, Mr. Abbott? 

Mr. Assotrt. No. 

Mr. Ruope. I know how some were used. Some went to NAMC 
at Philadelphia, where the Navy used them for structural tests. 

Mr. VursEtu. That was back in 1947 or 1948, as I recall. I just 
simply want to compliment all of you people here for your apparent 
ready knowledge of the work you are interested in. I think you have 
made a very good presentation. I know you realize with the con- 
dition of the budget and the pressures we are under on this side of the 
table, we have to take cognizance of the situation as we find it. 

Of course, we are always pleased when the increases requested are 
not too large, but I think we do realize the importance of the work 
and your leadership, and you can well understand we too are faced 
with very great problems and you people have a very important func- 
tion in helping to guide us along that line. 

Mr. Chairman, I believe that is all. 

Mr. Tuomas. Thank you. It was a nice statement. 

Gentlemen, it has been nice to see you. We like to do business with 
you. Of course, you are the experts. You are the experts for the 
entire Government—you are the experts for the military—you are 
the experts for private industry in the airplane business. Good luck 
to you, and we will see you again. 

r. Doouitrie. Thank you, Mr. Thomas. 

Mr. Tuomas. Good luck to all of you. 

Dr. Doouittiz. Thank you. 
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Wepnespay, Fresruary 20, 1957. 


HOUSING AND HOME FINANCE AGENCY 


WITNESSES 


ALBERT M. COLE, ADMINISTRATOR 
OAKLEY HUNTER, GENERAL COUNSEL 


M. CARTER McFARLAND, ACTING ASSISTANT ADMINISTRATOR 
(PLANS AND PROGRAMS) 


LESTER P. CONDON, DIRECTOR, COMPLIANCE DIVISION 

LEE ANDREWS, DIRECTOR, COMMUNITY DISPOSITION PROGRAM 
JOHN M. FRANTZ, AGENCY BUDGET OFFICER 

NATHANIEL J. EISEMAN, PRINCIPAL BUDGET ANALYST 


JOHN C. HAZELTINE, COMMISSIONER, COMMUNITY FACILITIES 
ADMINISTRATION 


PERE F. SEWARD, DEPUTY COMMISSIONER 
JAY duVON, DIRECTOR, COLLEGE HOUSING BRANCH 


RICHARD L. STEINER, ACTING COMMISSIONER, URBAN RENEWAL 
ADMINISTRATION 


RICHARD H. ADAMS, DIRECTOR, ADMINISTRATIVE MANAGEMENT 
BRANCH, URA 


SALARIES AND EXPENSES 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 








Program by activities: 


1, Gereral agency supervision. -_-_-......-...-.-.......... $1, 024.368 | $1, 000, 000 $1, 053, 000 
2. Consolidated compliance activities..................... 548, 977 | 535, 000 633, 000 
3. Voluntary home mortgage credit___...........-...-..-- 474, 595 | i ae 
4. Community disposition activities. ...................-- 101, 168 | 650, 000 820, 000 
5. Community facilities programs: | 
(a) Public works planning advances... _........... 161, 081 | 430, 000 505, 000: 
(b) College housing loans. __......-...-...-.-.-...- 687,972 | 1, 100, 000 1, 700, 000: 
ONS ES Se 109, 564 | 368, 000 490, 000: 
(@) Tniguidating dctivities.- .......... 2... ceee 304, 620 | 190, 000 210, 000" 
(oe) BORGUR COMStTINGEING. « . . .. ccc ccceccnccces 913, 957 878, 300 800, 000 
(f) Project inspection and audit..................- 210, 283 515, 000 1, 051, 000° 
6. Urban renewal programs: 
(a) Urban renewal activities. _-_.................... 3, 167, 020 | 3, 785, 000 5, 734, 000" 
(6) Project inspection and audit. _................. 456, 032 600, 000 950, 000) 
7. Miscellaneous services performed by other agencies____- STII ss < socicoemsesenictes iia 
PEE NIN: 6. 3cis wreisun isin eek ainteniveianinebinmaieioaienin 8, 184, 226 10, 526, 300 | 13, 946, 000 
Financing: | 
Advanees and reimbursements from other accounts_._..-- | —2,814,987 | —4, 301, 300 —6, 021, 000 
Unobligated balance no longer available... ................ GIT NG Ainncoscancce 








MN odes cs senasac,cc ae eae 5,398,500 | 6, 255,000 7, 925, 000 
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Obligations by objects 
























































1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions. .......................- 1, 180 1, 500 1, 834 
Average number of all employees. ..........-.-----2--22 2 e- 1, 007 1, 333 1, 679 
Number of employees at end of year. .-.......-...-...-.-...-- 1,114 1, 490 1, 825 
Average salaries and grades: ee a a 
General schedule grades: 
DOIG CT i nie nn 55 eas in ns sk dns nen waster dee $6, 698 $6, 630 $6, 640 
Nee eee en eee ee nae eae GS-9.0 GS-9.0 GS-9.0 
01 Personal services: ; areas al an “ 
rn! ee mee Oe, Ne te $6, 719, 936 $8, 794, 900 $10, 935, 000 
Regular pay above 52-week base__..............-.--- 30, 506 ; : 46, 800 
Payment above basic rates.................-----._--_- | 32, 828 45, 000 62, 200 
Total peracmal OOF WOW iss ks stwsis deine seccuds cecnces 6, 783, 270 8, 839, 900 11, 044, 000 
02 Travel-__- Sn aemtiecnarermereare a ieee 492, 676 671, 900 1, 000, 000 
03 ‘Transportation of things._.....................-..-.--.... 21, 524 27, 500 27, 400 
04 Communication services__..................-- | 187, 300 257, 300 298, 000 
05 Rents and utility services.............-- 4 181, 442 117, 500 288, 000 
06 Printing and reproduction____.....---- Veiel wa 108, 852 120, 000 123, 800 
OT CEROr GOTIUTACUIIAL BOT VINNS. 5... een ennencndenceccecasa 190, 876 192, 500 211, 200 
08 Supplies and materials............-...-...-.-..-....---- 67, 954 88, 500 103, 200 
CO, IE sei a. cpap - per aytiny eens ine ee easewe sich é 133, 398 191, 200 174, 200 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund....................-- kit otdage ‘ 647, 000 
13 Refunds, awards and indemnities........................- 5, 117 9, 600 
a5 "Dunes and auscwsmetite. 2.5.2 <5 65 see oo etc 11,817 19, 600 
RE CRD boii sc htmabnbucaaddbbabotecbcendnaha 8, 184, 226 13, 946, 000 
Budget authorizations, expenditures and balances 
1956 actual 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
Sppereiticn BO I NE ia isectinenhisiinrstenegeriins $5, 398, 500 $6, 225, 000 $7, 925, 000 
Obligated balance brought forward - --.....--..------.------- 556, 851 340, 187 459, 000 
oes paints santhaitbcages ined 
Total budget authorizations available__................- 5,955,351 | 6, 565, 187 8, 384, 000 
EXPENDITURES AND BALANCES 
Expenditures— 
Out of current authorizations. _............--...-....-.--- 5, 034, 138 5, 785, 000 7, 264, 000 
Out of prior authorizations......--- ote ccliatinaliges bianialade sian 551, 765 321, 187 420, 000 
I 68s « wank wiccccvchascccsnaccksconset 5, 585, 903 6, 106, 187 | 7, 684, 000 
Unobligated balance no longer available-- .......-......------ 29, 261 sd 
Obligated balance carried forward - -.-.-..------------------ 340, 187 459, 000 | 700, 000 
Total expenditures and balances... ..-...-..-...------- 5, 955, 351 | 6, 565, 187 | 8, 384, 000 








t 


DerensE MosiuizaTion Functions 


Program and financing 





| 
| 1956 actual | 1957 estimate | 1958 estimate 
| } 


Program by activities: 
Defense mobilization functions (total obligations) _------- 


Financing: 


Appropriation -... 





| 


| 


$175, 000 


| 175, 000 
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Obligations by objects 





| 1956 actual | 1957 estimate! 1958 estimate 





Average number of all employees. -- 


—enade pb - NEEM pesestaShd Sedat Shi 12 
Number of employees at end of year. 0 
01 Personal services: Positions other than permanent “ ‘ Lotal $80, 000 
02 Travel.......-.- highs 2053 ‘ ‘ | 8, 000 
03 Transportation of things......-- . : ae 100 
04 Communication services ; | 1, 600 
05 Rents and utility services... ._- asmbbhesockieus jal 2, 500 
06 Printing and reproduction. . 800 
07 Other contractual services _ - 75, 000 


09 Equipment i 


; es 2, 000 

11 Grants, subsidies, and contributions: | | 
Contribution to retirement fumd..........._- eaen ds ha | . bal 5, 000 
Total obligations. ..._._ ean eeLL eee 3S ah tall 175, 000 

Budget authorizations, expenditures and balances 
Si igineei paitateesiaisceall sieiconendlianne — i 

| | 
1956 actual | 1957 estimate 1958 estimate 

BUDGET AUTHORIZATIONS AVAILABLE | 
Appropriation - -_- ieaiditnal ; } $175, 000 
EXPENDITURES AND BALANCES | eee 

| | 

Total expenditures (out of current authorizations) — - -- 5 | : 157, 000 
Obligated balance carried forward _ - 18, 000 
Total expenditures and balances. eee \--- d 175, 000 





Urspan RENEWAL GRANTS 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 








Program by activities: 
Grants to planning agencies (total obligations) ~ eae $613, 206 2, 471, 000 | $2, 899, 794 
Financing: | 
Unobligated balance brought forward__- 
Unobligated balance carried forward 


| | 
-i-.---| _—984,000 | —2,370,794 | —1,399, 794 
£2.14) 79) 870, 704 1, 399, 794 








Appropriation - - 1, 500, 000 | 1, 500, 000 


PROGRAM AND PERFORMANCE 
Obligations by objects 


1956 actual 1957 estimate 


1958 estimate 


|——_—___—_—- 


| | 
1l Grants, subsidies, and contributions...............--.-.-- $613, 206 $2, 471, 000 | $2, 899, 794 
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Budget authorizations, expenditures and balances 








1956 actual | 1957 estimate | 1958 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 














ares DeEge Scot aedsbineeesbckos cdckbeonanaussephegen= $2, 000, 000 $1, 500, 000 $1, 500, 000 
ce brought forward: 
nan chacnalnviwihvenwbbiticcdwidweliecdedtede 984, 000 2, 370, 794 1, 399, 794 
Sn entadacens neskuetwiwenunwuwussccktcccsccecs eee 16, 000 354, 780 | 1, 325, 7! 
Total budget authorizations available__..............--- 3, 000, 000 4, , 225, 574 | 4, 225, 574 
EXPENDITURES AND BALANCES ceca? <a UU : 
Total expenditures (out of prior authorizations) ..............- 274, 426 1, 500, 000 2, 000, 000 
Balance carried forward: 
I a a Boat aah ata le aemeah it 2, 370, 794 TEEN fs odna abcin nmoe 
EE etl lttnacudicnnictenduwAnteedeseatdwcséndeedst 354, 780 1, 325, 780 | 2, 225, 574 
Total expenditures and balances_..................-...- = 3, 000, 000 4, 225, 574 4, 225, 574 


RESERVE OF PLANNED Pusiic Works 


Amounts available for obligation 


j 
| 
1956 actual | 1957 estimate | 1958 estimate 
| 


Appropriation (obligations incurred) .............-.-.--...--.. | $3,000, 000 $7, 500, 000 $6, 000, 000 


Analysis of transfers to fund 


| 
| 1956 actual | 1957 estimate | 1958 estimate 





| 
3,000,000 | $7, 500,000 | $6, 000, 000 
| 


Obligations incurred during the year (transfers to fund out of 
eI... ouch dcadkbnichonsesoundcsoasansuncs 





Mr. Tromas. Will the committee please come to order? 

We have with us this morning the Housing and Home Finance 
Agency representatives. 

Do you have any other people here besides those from the Office of 
the Administrator, Mr. Cole? 

Mr. Cote. No, sir. 

Mr. THomas. Gentlemen, we have with us the group comprising 
the Office of the Administrator and, certainly, it is nice to have with 
us our former colleague and the present Administrator, Mr. Albert M. 
Cole; we also have the General Counsel, Mr. Oakley Hunter, our 
former colleague. 

We are glad to have with us the Acting Assistant Administrator, 
Mr. Carter McFarland; Mr. Condon, Director, Compliance Division; 
Mr. Lee Andrews, Director, Community Disposition Program; Mr. 
John M. Frantz , Agency budget officer, who is well and favorably 
known; Mr. Nathaniel J. Eiseman, who is the principtl budget analyst. 

The Community Facilities Administration is ably represented by 
Mr. John C. Hazeltine, Commissioner, and our old and distinguished 
friend of many years, Mr. Seward, the Deputy Commissioner; Mr. 
Jay duVon, the Director of the College Housing Branch. 

From the Urban Renewal Administration we have Mr. Richard L. 
Steiner, the Acting Commissioner, and Mr. Richard H. Adams, 
Director, Administrative Management Branch of the, Urban Renewal 
Administration. 
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Mr. Administrator, if you or any of you people have a statement 
for us, we will certainly be delighted to listen to you as long as you 
want to talk. 

GENERAL STATEMENT 


Mr. Couz, Thank you very much, Mr. Chairman and members of 
the committee. I am glad to have the opportunity to appear before 
our committee today in behalf of the President’s Budget Program 
or the Housing and Home Finance Agency for fiscal year 1958. 

As this committee knows, the housing situation in the country today 
is in a state of flux, and there is more than a little confusion about just 
what is going on. Some say there is too much Government assistance 
to housing; some say too little. Some argue that interest rates are too 
high ; others contend they are too low. Some say the housing economy 
is about to collapse and drag the general economy down with it; others 
can see no such catastrophe in the making. In introducing this 
budget, I will try to give you briefly my own appraisal of the overall 
situation and the general outlook for the future, and then I will briefly 
touch on the highlights of these estimates, 

The first factor that has to be recognized, of course, is that housing 
is feeling a very definite money pinch at this time. For some months 

ast the tightening up of the mortgage market has created problems 
or both home builders and would-be purchasers. Housing starts are 
down more than seasonally, and this effect has shown up more promi- 
nently in the Government-insured and guaranteed sector of the 
market, with its fixed interest rates. As you know, we have raised 
the FHA rates and have recommended a parallel increase in the GI 
rate, in order to restore these kinds of loans to a competitive position 
in the market. In the interim until these measures can have their 
effect, a considerable part of the gap is being bridged by Fannie 
May’s purchase activities in the secondary market. 

The programs covered in the budget are based on assumptions 
related to a level of about 1.1 million new starts. Although that is 
somewhat above the present seasonally adjusted level, I do not think 
it will require a great improvement to make the figure attainable. 
My best judgment as of now is that there will be enough improvement 
to make the assumptions quite reasonably realistic. 

Of course, none of us claims to be able to predict what is going to 
happen over the next 16 months. I can only give you my personal 
opinion, and it is probably superfluous even to remind you that there 
are many other views. Personally, I look for a moderate improve- 
ment in the availability of mortgage funds during the balance of this 
year and fiscal year 1958. I think there are some signs pointing that 
way already, even though they are not very striking, perhaps. Yields 
on long-term Government bonds have eased off a bit since the first 
of the year. We are beginning to get a few reports—I would not 
want to say more than a few, as yet—of institutional lenders reexam- 
ining their plans with a view to increasing the share of funds allocated 
for new mortgage investment, 

I guess, Mr. Chairman, that the note I am trying to strike is one 
of cautious optimism. Our budget does contemplate a moderate 
improvement. I think that if the financial picture stayed as it has 
been in recent weeks, or tightened up further, that quite a few esti- 
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mates in the budget would not work out. But I do not look for that 
to happen. 

Assuming a moderate increase in the availability of mortgage 
funds, we have projected a somewhat reduced rate of new mortgage 
purchases by FNMA in the secondary market. Correspondingly, 
given such an increase and a more competitive interest rate, we have 
projected an increased activity on the part of FHA and of FNMA in 
its special assistance operations. ‘These latter estimates, of course, 
also reflect the expected stepup in urban renewal and other relatively 
new programs, including cooperative and military housing and 
housing for the elderly. 

As we approach a discussion of the detailed estimates, it is a some- 
what striking thought that on last December 31 the Agency had its 
lowest year-end employment in 10 years. On December 31, 1946, 
employment totaled nearly 19,000. A figure of 17,000 would be 
better, leaving out the temporary organization of the Housing Ex- 
pediter. On December 31 last, the total was just under 9,900. 

I do not want to dwell too much on this comparison, because there 
are too many elements involved in the ups and downs that go into it. 
For example, as you know, the Federal Home Loan Bank Board was 
made an independent agency last year, taking more than 500 em- 
ployees out of the total. Nevertheless, as this committee knows from 
its annual review of our budgets, there has not been one of those 10 
years during which the Congress or the President has not assigned to 
this Agency major new and expanded responsibilities, to say nothing 
of about a thousand employees who have been transferred to it along 
with their programs. I hope you will keep this background in mind 
when you notice, as you will notice, that our employment in many 
parts of the Agency will be moving up over the next year and a half 
if these budget requests are approved. 

Overall, the estimates submitted for action by this committee re- 
lating to appropriations and authorizations for administrative and 
nonadministrative operating expenses total $81.6 million, as compared 
with $80.7 million made available for this year, or an increase of less 
than $1 million. If you take out of the 1958 figures the cost of retire- 
ment contributions, which is a new item amounting to some $4 million, 
the 1958 total is almost $3 million less than this year. Of course, some 
items go up while others go down. Also, there will be some savings 
made within this year’s figure, largely because of the accelerated dis- 
position of war and emergency housing. 

Before I discuss the highlights of the detailed estimates, it would 
perhaps be well to identify certain items which are not included in 
the budget before the committee today: 

1. No estimates are included in the regular budget for the new 
programs under the Federal Flood Insurance Act of 1956. We are 
at an advanced stage of planning in connection with these programs, 
and funds will be requested in a supplemental estimate to be submitted 
later. 

2. These estimates do not cover the new program of housing 
studies which the Administrator is directed to undertake by section 602 
of the Housing Act of 1956. A supplemental budget will also be 
submitted for this program, and at that time we will lay before you 
a proposed work program for the balance of this year and for 1958. 

3. Finally, the estimates do not provide for the administrative 
expenses of the assistance which the Government gives in carrying out 
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the voluntary home mortgage credit program. The present legislative 
authority for this program expires June 30, 1957. The President has 
recommended extension of the program for an additional 3 years, and 
a supplemental budget will be submitted based on congressional action 
on this recommendation. 

Now, Mr. Chairman, the balance of the prepared statement covers 
the detail of the administrative and nonadministrative items. 

Mr. Tuomas. We will put it in the record at this point. 

(The matter referred to follows:) 


I do not think it is necessary for me to comment in further detail on the ad- 
ministrative and nonadministrative estimates for the constituent agencies. I 
have already mentioned the increased activity in FHA and FNMA which we 
believe will result from the change in interest rates, improvement in the mortgage 
market, and the developing programs in connection with urban renewal and 
military and other special housing provisions. ‘Their budget estimates, of course, 
are built around the additional workload expected to result from these develop- 
ments. The budget request for the Public Housing Administration reflects the 
expanded activity anticipated in both development and management of low-rent 
housing—offset, to a large extent, by a reduction in connection with war emer- 
gency housing, where the long job of disposition is expected to come to an end 
during the period covered by the budget. 

I do want to comment briefly on the 2 or 3 major elements in the estimates 
submitted for programs carried out under the immediate direction of the Ad- 
ministrator including those of the Urban Renewal Administration and Com- 
munity Facilities Administration. 


URBAN RENEWAL PROGRAMS 


The budget program for the fiscal year 1958 forecasts a considerable expansion 
in the urban renewal programs of the Agency. Urban renewal project activity 
has moved somewhat more slowly than we had hoped or estimated. I think that 
in part that has been due to inadequate staffing at the Federal level; in large part, 
certainly, it has been due to local problems beyond our control. 

However, I think it is fair to say at this time that we are making important 
progress toward solving these problems and toward integrating the variety of 


-Federal aids—both financial and technical—through which the urban renewal 


programs operate. As you know, most of the major units of the Honsing and 
Home Finance Agency participate in the urban renewal programs. The Urban 
Renewal Administration provides the basic financia! and technical assistance to 
localities participating in the program, while the Federal Housing Administration 
brings its special mortgage insurance into operation in urban renewal areas and 
the Federal National Mortgage Association provides under its special assistance 
functions a stimulus to the financing of housing for redevelopment, rehabilitation, 
and relocation. 

Other aids available through the Urban Renewal Administration are urban 
planning assistance—under which grants can be made to State planning agencies 
for their use in aiding smaller localities and the development of general com- 
munity plans or other specialized plans—and the demonstration grant program, 
under which special assistance can be made available to public bodies for de- 
veloping and reporting on improved techniques for dealing with problems of 
urban blight. Recent amendments to the basic urban renewal statute authorize 
assistance for the development of general neighborhood renewal plans, under 
which localities may carry out planning for very large urban renewal areas which 
may produce one or more urban renewal projects over a 10-year period. A second 
provision authorized the making of relocation payments to individuals, families 
and business concerns that are displaced from urban renewal areas. 

As the scope of urban renewal has broadened and the number of communities 
participating has increased, there has been a necessary increase in the adminis- 
trative budget. As we have indicated in our formal justification, it is our judg- 
ment that the present level of staffing, particularly in the field offices, is seriously 
inadequate to meet the demands for technical assistance and services to the 
participating localities. The number of projects.and localities and the amounts 
of money involved as well as the intensity of problems to be met foreshadow 
still greater demands upon the operating staff. Our operating experience to date 
has shown clearly in my judgment that we must develop and maintain closer 
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working relationships at the local level, The present staff in the field is not 
adequate for this purpose. We must also provide for closer supervision of bud- 
get operations and expenditures in order to assure that the Federal funds are 
properly expended and that the intent of Congress is achieved by these expendi- 
tures. 

Thus, the Agency, while recognizing the importance of operating the urban 
renewal programs as economocially as possible, has concluded that its field organi- 
zation must be strengthened not only to make its operating relationships with 
local public agencies more efficient and productive but also to cope with the in- 
creasing volume of program activity. The present budget request is $5,734,000 
for administrative expenses of the urban renewal programs—an amount esti- 
mated to support 668 man-years of employment. This is quite a substantial 
increase over the amount estimated for the current year. The budget request 
proposes to meet the practical operating difficulties I have described by providing 
what is believed to be the minimum staff expansion consistent with the job to 
be done. 


COMMUNITY FACILITIES PROGRAMS 


The Community Facilities Administration is responsible for three major active 
rograms and for several liquidating activities. he program of college housing 
oans authorized by title IV of the Housing Act of 1950, as amended, has continued 

to expand at a very rapid rate. Under the College Housing Amendments of 1955, 
interest rates were set at a level which brought about a flood of applications, in- 
cluding many from the large public institutions. The operation of this interest 
rate in a generally tight-money market has completely eliminated the participation 
of private financing in the program which we had carefully and successfully built 
up. At the same time, colleges and universities all over the country are seeking 
to provide housing facilities to meet expanding enrollments. 

The programs of advances for public works planning and for public facility 
loans, both authorized by the Housing Amendments of 1955, are just beginning to 
reach their predicted levels of activity. The advance planning program has 
proved attractive to an increasing number of communities seeking to plan public 
works for early construction, while the public facility loan program has appealed 
to an increasing number of smaller communities unable in an adverse market to 
secure private financing for urgently needed water and sewer projects. 

The administrative expense estimates for these three community facilities pro- 
grams increases in conservative proportion to the workload forecast in the budget 
program. I think it is important to remember in this connection that the work- 
load is more or less cumulative in nature. Workload and staff time cannot be 
measured only by the volume of new applications received from time to time. 
A college-housing application, for example, becomes an active project that requires 
processing of one kind or another for periods of up to 2 years. We anticipate 
that it will not be until the end of the fiscal year 1958—or perhaps during 1959— 
that the peak level of staff operations will be reached in the college-housing pro- 
gram at the present level of new program authority. At that time the task of 
handling preliminary applications, loan approvals, project construction, bond 
issuance, and loan servicing should stabilize at a level which we expect will continue 
for as long as program commitments are entered into at the present $250 million 
annual level. 

I will not take much time with the estimate for the several liquidating programs 
assigned to the Community Facilities Administration. The administrative cost 
increases slightly during the budget year as agency problems in disposing of the 
remaining assets become more difficult. It is our purpose to dispose of the remain- 
ing assets of these programs as fast as the legal and practical obstacles will permit. 

Now, Mr. Chairman, we shall be glad to try to answer any questions that the 
committee may have for us. 


NUMBER OF HOUSING STARTS 


Mr. THomas. What is your best guess on the number of starts for 
this calendar year as against last year? 

Mr. Coin. The calendar year? 

Mr. Tuomas. Yes. That is the best way to keep it. Your records 
are based on the calendar year anyway; are they not? 
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Mr. Cote. Yes, sir. We talk usually in terms of the calendar year 
when we are talking of starts because these statistics are kept in this 
way, Mr. Chairman. 

Mr. Tuomas. That is the best way to keep them, I guess. 

What was last year’s figure? We have had 2 or 3 different figures. 
What is the final and best estimate on last year? 

Mr. Cote. 1.02 million 

Mr. McFaruanp About 1.1 million. 

Mr. Corer. Was it 1.1 million? 

Mr. Tuomas. Or was it 1.02 million? The last figure I saw was 
either 1.02 million or 1.03 million, and then I saw the figure of 1.1 
million. We therefore have three different sets of figures. 

Mr. McFartanp. I think the confusion rests in the fact that there 
are figures floating around which are the seasonal, adjusted annual 
rates during December and January. 

These are monthly rates. 

Mr. Tuomas. What is the total? 

Mr. McFaruanp. I think it is about 1.1 million, but I just cannot 
remember it, but I will find it for you, sir. 

Mr. THomas. Well, it will not be in any of your printed material 
because your material was printed long before January 1; was it not? 

Mr. McFaruanp. Not this one. 

Mr. Tuomas. We can straighten out that figure in the record later. 

What is your judgment as to what the figure will be for this year? 

Mr. Cots. Mr. Chairman, my guess is that it will be approximately 
the same. That guess is based, as I intimated in my statement, on 
certain factors that must come into effect if it is to be accomplished. 

Mr. Tuomas. All of the housing people so far that we have talked 
to this year are of the same opinion, that it is going to be about like 
it was last year with not very much variation either up or down. 

That is a lot of houses, even at that. 

Mr. Co ez. It is a lot of houses, Mr. Chairman. 

Mr. Tuomas. It is a lot of houses if the figure is 1.02 million or 
1.1 million. Either figure constitutes a lot of houses. 

Mr. Coxe. You are correct. 

Mr. Tuomas. That is much better than the 10-year average, be- 
ginning certainly with the period of the war which would be no fair 
test, but it is a better average than the period from 1930 to 1940, or 
from 1945 through 1955. 

Mr. Cote. Yes, sir. 





EFFECT OF INCREASE iN INTEREST RATES ON HOUSING STARTS 


Mr. Tuomas. Did the increase in interest rates by FHA get you 
any new starts? 

That is your judgment on that? 

Mr. Cote. I think it has produced new starts, Mr. Chairman. 

Mr. Tuomas. I have talked to some of the builders and the first 
expression they use is ‘‘Well, it has not gotten a new house.” 

They do not necessarily object to it, particularly if it gets some new 
houses, but what they were objecting to was that they had not gotten 
anv new starts. 

Mr. Coxe. We think it has; so far, I say we think it has. Statis- 
tically it is difficult to prove. 
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May I call this to the committee’s attention? In January of this 
year the FHA’s new-home applications on a per workday basis 
showed a 24-percent increase over December, and this was contrasted 
with a 10-percent. decrease in the VA new-home appraisal requests. 
This is an indication that, No. 1 

Mr. Tuomas. You had an increase in FHA? 

Mr. Coren. And a decrease in VA. 

This is an indication of, No. 1, that if the 5-percent interest rate 
had not been put into effect, the decline would have occurred all along 
the line. It certainly is a definite bit of evidence, we think, that the 
FHA 5-percent mortgage will mean competition in the market and, 
therefore, does make a better market for these mortgages. 

Mr. Tuomas. The two records you cite 

Mr. Cotz. May I add one thing more, Mr. Chairman? 

Mr. TxHomas. Surely. 








CURRENT DISCOUNTS ON INSURED MORTGAGES 


Mr. Cots. It is also correct that we can show statistically, I 
believe, that the discounts paid on the 5-percent mortgages are less 
now than they were under the rate of 4.5 percent. 

Now, this means, therefore, that these mortgages are more available 
and are more easily obtained than before. 

Mr. Yates. What do you mean by the statement that the discounts 
are less? What are the discounts that you refer to? 

Mr. Cote. The discount is the charge that the lending industry 
places upon them. 

Mr. Yates. I know what the discount is, but when you say they 
are “less,” they are less than what? What are the amounts of the 
discounts to which you refer? 

Mr. Cour. The actual percentagewise? 

Mr. Yares. The actual amount percentagewise; yes. 

Mr. Cote. The discounts now, Mr. Yates, on the whole, average- 
wise throughout the country for 5 percent would amount to about 97, 
I would say. 

Mr. Yates. You mean three points only? 

Mr. Corn. About 3 points; 2 to 3 points. 

Mr. Yarns. I was talking to a person from Missouri yesterday, and 
he told me about the fact that the discounts have ranged to as much as 
20 percent to 25 percent in Kansas City. 

Mr. Cote. I think he is mistaken. Did you say 20 to 25 percent? 

Mr. Yarss. That is correct. 

Mr. Cots. I believe he is mistaken. 

Mr. Yarss. I know that in Chicago the discounts have ranged as 
high as 10 to 12 percent. 

Mr. Coun. He is completely mistaken, I feel sure. 

Mr. Tuomas. Do you mean points or percentages? 

Mr. Yates. It is the same thing. The points are figured on thie 
same basis. 

Mr. Coun. There are places in this country, Mr. Yates, where dis- 
counts are ranging downward to 7 or 8 points. 
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HOUSING STARTS FOR: CALENDAR YEAR 1956 


Mr. McFaruanp. Mr. Chairman, the estimate of the BLS for the 
full year of 1956 for total nonfarm private housing starts is 1,097,000. 

Mr. THomas. 1,097,000? 

Mr. McFaruanp. Yes, sir. 

Mr. Tuomas. That figure of 1.02 million and 1.03 million is low? 

Mr. McFaruanp. Yes, sir. Those are the current rates for the last 
months of the year, sir. 


SIGNIFICANCE OF INCREASE IN FHA APPLICATIONS 


Mr. Tuomas. Getting back to the point you raised a while ago 
about the applications to FHA, there was an increase of 24 percent 
over last year but, on the other hand, the Veterans’ Administration 
showed a 10-percent decrease in the same period of time. 

That is bound to have some cogency from an evidentiary point of 
view, but it does not tell the complete tale by any means. 

Mr. Cote. Right. 

Mr: Tuomas. Interest rates do not get the house built. 

Mr. Cote. You are right. 


AVAILABILITY OF MORTGAGE FUNDS 


Mr. Tuomas. It takes cash from the mortgage company. If you 
did not have the interest to start with, there would not be any loans 
made. However, the interest in itself does not mean that so many 
people are willing to build houses at an increased interest rate, and 
that the mortgage people are going to furnish the money to do so. 

Mr. Corie. Not necessarily. However, may I say that the trustees 
of a fund want to invest that money and they determine the rate of 
return on a given security and if that rate of return is comparable or 
competitive, then they are more favorably inclined to invest their 
money in a security which will bring a comparable rate of interest. 

Mr. Tuomas. You stated, and the budget estimates of FNMA so 
indicate, that there is going to be a step-up in the workload by virtue 
of a step-up in purchases this year of some more mortgages. 

Mr. Sore By private lenders, possibly. 

Mr. Tuomas. You state that you have an increase in authorization 
pending. It has been favorably reported by both Houses. It is for 
FNMA’s use and benefit, for purchases, but I think I recall the 
statement that FNMA, instead of leading the field, is following the 
market. 

DISCOUNTS ON INSURED MORTGAGES 


It is going to buy so many mortgages at a certain interest rate, at 94; 

Mr. Couz. In some places. 

Mr. THomas. And a certain number at 92. 

Mr. Coxe. At certain places; yes, sir. 

Mr. Tuomas. That involves discount now, and you mentioned a 
while ago it was 3 points. 

Mr. Coxe. These are the warehouse figures—for standby commit- 
ments. 
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VALUE OF FNMA TO HOUSING INDUSTRY UNDER PRESENT POLICIES 


Mr. Tomas. Just what good is FNMA doing if FNMA is setting 
the pattern and buying this paper at 94, 93, and 92? 

It leads me to ask as to how the industry i is going to build 1.1 million 
or 1.02 million houses? Who is going to build them? No builder can 
break even when he is going to have to take that discount on the 
paper. 

Mr. Cote. Mr. Chairman, FNMA has been, may I say, the savior 
of the industry and the home buyers of this country this year, in my 
opinion. 

Mr. THomas. You mean they have been much lower? 

Mr. Cot. There would have been much less building in this coun- 
try in 1956 if it had not been for FNMA. 

It has been a real aid in this regard. 

Mr. Tuomas. No one can dispute that. 

Mr. Cour. May I answer your question? 

Mr. Tuomas. Yes; go ahead. 

Mr. Coxe. We must remember 

Mr. Tuomas. A lot of people are just sore as a boil at FNMA and 
say that FNMA was set up to protect the industry, and be a leader 
of the industry. The Republicans have gotten it down where it is a 
follower, and just as low as the market goes, so goes FNMA. 

Mr. Coz. The policy of FNMA is the policy set by Congress, and 
this policy will be continued as long as Congress continues the policy. 

Mr. Tuomas. But the Republicans advocated that change; did 
they not? 

Mr. Yates. What is the answer? 

Mr. Cote. I am trying to answer, but I have been unable to do so. 

Mr. Tuomas. Excuse me. 

Mr. Coxez. I am trying to give the policy, Mr. Chairman; that is all. 





AVAILABILITY OF CONSTRUCTION FUNDS FROM FNMA 


Mr. Yates. I was under the impression that FNMA, insofar as 
construction mortgages were concerned, take less than the 4 or 5 
points, but actually only give about 90 on a particular mortgage for 
construction money. 

Mr. Corr. We do not have construction money in FNMA. 

Mr. Yates. You have nothing in your budget for construction? 

Mr. Cour. No, sir. Well, there are standby commitments. Are 
you talking about standby commitments? 

Mr. Yates. You are only giving 90 percent for construction. 

Mr. Cotez. It depends upon the locality, Mr. Yates. 

Mr. Yarss. I guess Chicago always suffers. 

Mr. Coxn. Chicago does not suffer as much as some other places. 

Mr. Tuomas. Well, FNMA is doing a fine job; is it not? 

Mr. Coz. It is doing an exceptionally fine job. 

Mr. Tuomas. We set it up 12 or 15 years ago to take care of the 
home construction industry, and now it follows the market. If the 
market. If the market goes halfway down to China, it follows it 
right on down. Your statement to the effect that it was the life- 
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Mr. Cote. It has been a lifesaver, and it is an agency for stimulat- 
ing and encouraging private lending and assisting the people of this 
country to obtain funds which would not otherwise be available. 


COST OF HOMES CONSTRUCTED IN 1956 


Mr. THomas. What was the value of the homes constructed last 
year, and the year before last? What is a reasonable figure? 

Mr. Coun. We will get that information for you. 

Mr. Tromas. I have seen figures as high as $14 billion or $15 billion. 

Mr. Cote. Do you want the cost or the value? 

Mr. TxHomas. What is the difference between cost and value? 
I mean the money expended. 

Mr. Cote. I think we mean cost. 

Mr. Tuomas. I mean the money expended in all of its facets. 

Mr. Coun. Yes, sir. 

Mr. Tuomas. Does anyone have a horseback figure on that? 

Everyone uses a different number. The housing industry says it 
spent $14 billion last vear, but someone else will say it was $12 
billion. One person said it was $19 billion. What is a reasonable 
figure? 

Mr. McFartanp. I think, Mr. Chairman, and this is purely a 
horseback opinion, but we will give it to you——— 

Mr. THomas. When you get the record will you please insert at 
this point the correct figure? 

Mr. McFartanp. It would be 1.1 million times about $13,000. 

Mr. Tuomas. How much is that? Is it $13 billion? 

Mr. McFaruanp. About that. 

Mr. Tuomas. Is that a reasonable figure? 

Mr. McFaruanp. That is a reasonable estimate, sir. 

Mr. Tuomas. I have seen it vary. Of course, when you add in 
there the fact that it is going to affect the highway industry, the 
television industry and even, maybe, the automotive industry, the 
figure you come up with is bound to be limited only by your imagina- 
tion then; is it not? 

Mr. McFaruanp. You mean the subsidiary expenditures which 
stem from it? 

Mr. Tuomas. Yes, sir. 

Mr. McFaruanp. You are quite right. There is a tremendous 
number of other types of expenditures such as furniture, rugs, and 
appliances. 

Mr. Tuomas. But as far as the actual construction itself is con- 
cerned, separating from that the furniture that goes in, the rugs 
which go in from the rug industry, and other items from the furniture 
industry, and the highway portion and the television industry, what 
have you? 

Mr. McFaruanp. I think $14 billion would be roughly it. 

Mr. Tuomas. I believe the figure is $14.3 billion. 

Mr. McFaruanp. I think that is about right. 

Mr. THomas. What is the figure used for the highway construction 
program over a period of 5 years? What was that figure? Was it 
$8 billion? Does anyone remember? 

Mr. Coxe. Off the record. 

(Discussion off the record.) 
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Mr. Tuomas. What’ was the total amount authorized? Was it 
$40 billion or $50 billion or $60 billion? 
Mr. Evins. I believe it was $33 billion. 
Mr. Tuomas. Well, anyway, this is, perhaps, the biggest program on 
the horizon. 
MAJOR FACTORS IN HOUSING OUTLOOK 


Mr. Coun. Mr. Chairman, I wonder if I might insert in the record 
a very short statement concerning major points on the housing and 
mortgage outlook which gives you an idea of the basis on which we 
are thinking with respect to the starts? 

Mr. Tuomas. Surely, and any other information which you have. 

Mr. Yates. Is this something which is not in the material we have 
in the justification book? 

Mr. Coxe. I do not believe it is in the material which has been 
submitted. 

Mr. Yarsrs. I would like to know what the mortgage situation is. 

Mr. Coe. cy his will give you the basis for our guess or our estimate. 

Mr. Yates. What is the mortgage situation? Is that in this docu- 
ment? You put it in the record, but we will not be able to look at it 
until the record comes back. I want to know at this point just what 
your viewpoint is. 

Mr. Coz. The reason we come up with a conclusion of 1.1 million— 
first, we think there is a good balanced supply of single-family units 
in the country today. By that I mean, we think there is a good 
demand—not an oversupply, but not an acute national undersupply. 

No. 2, we think that the advance figures for the 1956 fourth quarter 
vacancies survey of the Bureau of the Census show a decline in the 
national vacancies ratio over the third quarter. 

No. 3, toward the end of 1956 there has been a noticeable upward 
movement of the BLS rent index which reflected the declining rental 
housing vacancies. 

Next, more recently, there have been reports of developing housing 
shortages in a number of communities. 

In other words, we are getting in more and more communities where 
we have reports that there are housing shortages. 

Next, in January the FHA home applications on a workdays basis 
show an increase after seasonal adjustment of 17 percent, following 
3 successive monthly decreases. This is a slightly different figure 
than I gave you in the beginning because it is seasonally adjusted. 

Next, the new units in FHA project applications have shown a 
tremendous pickup, running close to 5,000 per month, for the last 4 
reporting months. 

Next, requirements will increase for replacement of units demolished 
through accelerating urban renewal and highway programs. We 
think there will be an acceleration of demolitions. 

Mr. Tuomas. I note you mentioned the highway programs also. 

Mr. Cote. Yes, sir. 

Mr. Tuomas. That is not off the ground. We cannot get any steel 
for that, nor any concrete, either, but it is bound to affect it. 

Mr. Cot. It will affect it in one way or the other. 

Mr. Tuomas. It is bound to have a plus effect, though. 

Mr. Couz. Yes, sir; it will have a plus effect. These demand 
factors, combined with some expected easing of the mortgage market 
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and the mortgage conditions, lead to:an increase of the current sea- 
sonally adjusted annual rate of 1.01 million starts. This is thie 
currently seasonal adjusted rate. 

Mr. McFaruanp. That is the rate in December. 

Mr. Coxiz. That was the rate in January. 


FACTORS POINTING TO EASING OF MORTGAGE MARKET 


Mr. Yates. What leads you to believe that there will be an easing 
of mortgage money? 

Mr. Coue. Well. we have indications that the competitive demands 
for funds may be leveling off. 

In other words, we think that the 

Mr. Tuomas. Did the increase in interest rate have anything to do 
with it? 

Mr. Coxe. Yes, Mr. Chairman, but first this point: 

There is some indication that the plans of major manufacturing 
establishments carrying out their expansion are beginning to level off. 
We find, for instance, in the industrial section of the 37 Eastern States, 
which were 60 percent above the comparable 1955 level in the first 
quarter of 1956, they were some 30 percent below the comparable 

1955 level in the fourth quarter of 1956. In other words, there is 
some, as I call it, straw in the wind, Mr. Yates, and that is all it is. 

This is a straw that indicates some easing up of competitive de- 
mands for funds. 

Then, since the beginning of the year, there is some evidence—and 
again I call it a straw in the wind—of ‘the easing of the market for 
long-term funds, and this is reflected in a moderate decline in the 
yield of long-term Government bonds, and a small decline in yields 
on high grade corporate bonds. 

As I said in my original comments about the 4.5 percent and the 
raise to five percent in FHA, we think there is some improvement in 
the reported availability of funds. 

We think that we see some evidence that some of the lenders now 
are reexamining their portfolios to, perhaps, take from some of the 
other investments which they were considering and put them into 
mortgages. 





EFFECT OF INCREASE IN INTEREST RATE 


Mr. Tuomas. Is there any connection between the cutback in 
corporate plans and commitments for construction of equipment and 
facilities and the increase in interest in FHA mortgages? 

Mr. Coutz. I am going to take a horseback guess on that one, 
Mr. Chairman: I think there is no real relation between it, and see 
if Mr. McFarland agrees with me. 

Mr. McFartanp. W ell, it is awfully hard to show a direct relation- 
ship, but I think the burden of the analysis which you have been 
giving, Mr. Cole, is related to that point. 

The great factor in the past year which has been making it difficult 
for home buyers and home builders to get mortgage money has been 
the demand for that same money by business for plant expansion and 
nonresidence construction of all types. 

These, plus automobiles, have been the real big competition to the 
housing business. 
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Now, Mr. Cole is finding that while it is not dramatic there is evi- 
dence of some decline in plant equipment construction and actual ex- 
penditures and plans for future expenditures. 

Mr. Tomas. General Motors has cut back or, at least, that is 
trade journal talk, and General Electric has cut back. 

Mr. McFartanp. This is the essence of the confidence that Mr. 
Cole is expressing, I think. 

. ome: Yates. You mean the money is going to move into the housing 
eld? 

Mr. McFaruanp. Yes, sir. The demands in these other fields are 
not quite as strong, both absolutely and ratewise. So, the expected 
demand in these other fields will decline some, which will mean that 
the big insurance companies will have a little more money to put into 
mortgages and the relative rate is better. 

We have raised the FHA rate so they can compete a little better. 


EFFECT OF TIGHT MONEY ON URBAN RENEWAL PROGRAM 


Mr. Tuomas. How will this affect your urban renewal program? 
Are the cities able to carry on their part of the financing after the 
plans have been approved? 

Mr. Cog. Mr. Chairman, it does have an effect on it. 

Mr. Txomas. They will go ahead as long as the Government loan 
and private money is available, but when it comes down to ‘“‘brass 
tacks,’’ we have to furnish our own money. 

What is the picture then? 

Mr. Coxe. Of course, we have two things involved. One is the 
FNMA Special Assistance Fund for urban renewal. We have not 
found any project which has been stopped. Some of them have been 
slowed up in attempting to find funds but our judgment is that we have 
not found any that have been stopped by reason of it. 

Mr. Tomas. What is the increase in interest rates? 

Mr. Cote. From 4.5 to 5 percent. 


INCREASED COST OF MUNICIPAL BORROWINGS 


Mr. Tuomas. I mean private industry and for the cities and towns 
and communities who seek to go into the market for financing. 
Has there been an increase in their interest rates? 

Mr. Cote. Yes, sir; if I understand your question. 

Mr. Sretner. About 2.3 percent is the private financing now. 

Mr. Tuomas. No; it is higher than that. 

Mr. Frantz. That is the guaranteed private financing for the 
urban renewal program. 

Mr. THomas. Would you explain that? 

Mr. Sretner. Well, they take the Federal loan contract and 
pledge it for borrowing in the private market. So it is a borrowing 
in the private market which is federally guaranteed. In other words, 
when the term of that short-term private market borrowing comes 
to an end, they can call upon us to recover that money, assuming 
they do not refinance. 

Usually, they refinance again in the private market, but it is possi- 
ble to call on us to meet that money out of our loan contract. 
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Mr. Tuomas. Yes, but when you get right down to brass tacks 
finally and they have to pay their part of it, the city goes into the 
market to borrow its money. 

What does it pay? It pays far in excess of 2.3 percent. 

Mr. Cots. On municipals? 

Mr. Tuomas. That is right. 

Mr. Srerner. I do not know the current rates on municipals. 
There has been no slowing down in the program, however—in fact, 
there has been an increase in the applications coming to us and we are 
still applying our same local financing requirement criteria that we 
always have. 


EFFECT OF LOCAL INTEREST COSTS ON FEDERAL CONTRIBUTION 


Mr. Tuomas. If that interest rate goes up, does that increase the 
Government’s part of the contribution? 

Mr. Sterner. Not the interest rate on the municipals to finance 
them locally. That does not affect the Government cost in any way, 
either 

Mr. Tuomas. Neither directly nor indirectly? 

Mr. Srerner. I do not think so; no, sir. 

Mr. Tuomas. Do you agree to that, Mr. Administrator? 

Mr. Coup. I do not see how it could, Mr. Chairman. It is a part 
of the local government’s contribution—the cost of the money to the 
local government to obtain its contribution does not seem to be related 
to the Federal Government cost. 

Mr. Tuomas. But it is not in there? It is sort of like the salesman, 
you know, that told his boss that that overcoat is in this expense 
account. All you have to do is find it. 

You do not think that increased cost is reflected? 

Mr. Cote. No, sir; we do not think so, 

Mr. THomas. What does the General Accounting Office think? 

Have they discussed that matter with you? 

Mr. Cote. No, sir; not that matter. 





REPORT OF GAO AUDIT FINDINGS 


Mr. Tuomas. Have you seen the General Accounting Office’s 
findings which is entitled “Significant Findings Developed by the 
General Accounting Office during the Course of Audits, and Other 
Examinations of the Housing and Home Finance Agency.” The 
report was made by the Comptroller General of the United States in 
February 1957. Have you had a chance to examine it? 

Mr. Cote. I want to look at it, Mr. Chairman. I do not think I 
have seen it. 

Mr. THomas. You have not had a chance to examine it? 

Mr. Coir. Not this document. I may have examined some of the 
material which has been submitted, but 1 do not think I have seen 
this document. I think this is new. 

Mr. Tuomas. He sets out the Office of the Administrator and one 
heading is entitled “Improper Consideration Given To Conserving 
Standard Structures.” 

The report also cites your urban renewal projects. 
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It sets out one example in New York involving a building, reason- 
ably new, about 20 years of age, as being worth X dollars. The 
upshot of it was that in his judgment that building would have fitted 
into the pattern there. 

Mr. Cote. Yes, sir; that becomes a matter of-—— 

Mr. Tuomas. He thought the building would have fitted into the 
pattern of a new development and, instead, it was torn down, and 
the upshot of it was that the Government paid two-thirds of the cost 
and there was an economic loss. 

Mr. Cote. Yes, sir; this is a matter of judgment. 

Mr. Tuomas. The report sets out a letter from your very able 
administrator in New York. Incidentally, I was most favorably 
impressed with him. 

thought he was one of your top administrators that I have had 
the pleasure of meeting, but the Comptroller General sets out in his 
letter the fact that this gentleman said it would take from and lower 
the standards of new construction in the new area. 

I have gone over this report, and I thought that, perhaps, he 
might well go to school again and learn the facts of life; that all good 
things do not come for free. 

Well, anyway, the facts on which the Comptroller General based 
his assumption could be erroneous. I know that, but it is a very fine 
organization, and I hope you will look into it and see if his criticism 
of that project is accurate and sound. [If it is, I hope you will issue 
rules and directives which will take care of that situation which could 
arise in the future at different locations. 

Mr. Coir. Mr. Chairman, we do take very seriously the audit 
reports of the GAO, naturally, and we do examine them with a 
critical eye—I mean critical of our own operation. 

Mr. Tuomas. He also says the approval of the land disposition 
price was based upon insufficient data. 

He says you do not have that critical eye, or you are not using it 
often enough, maybe. 

I believe he states that, perhaps, some of the land was valued at 
$5 per square foot and pressures came on for this, that and the other, 
and the first thing we know we have another evaluation of the same 
land at $7 per square foot, and he wants to know why the difference 
between $5 and $7 per square foot overnight. Again, there is the 
overcoat. 

All you have to do is find it. 

Mr. Cour. We have found it in some cases, sir, and have really 
made quite an impact on these appraisals—favorable to the Govern- 
ment, may I say. 

Mr. Tuomas. Then he raises another point and points out the 
excessive budgeted amounts for legal services, and he sets out another 
example in New York of additional costs resulting from failure to 
make advance payments. 

He says the interest costs too much and something should be done 
to prevent it from mounting and mounting, and that you had the 


money available, but there was a failure to take the necessary and 
prompt actions, and so forth. I believe he sets out, a tremendous 
sum of money that could be saved. 

He further cites the need for review of your land acquisition opera- 
tion. He says the fees paid for negotiators were substantially more 
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than the budgeted cost. There is a figure of $15,000 or $20,000 
involving option negotiation fees and that the maximum appraisal 
fees were not established. 
Anyway, you take these comments, Mr. Cole, and look them over. 
At this point in the record we will insert pages 1 through 10 of the 
Comptroller General’s audit report on the Office of the Administrator: 
(The pages referred to follow:) 


Hovusinc AND Homes Finance AGENCY 


OFFICE OF THE ADMINISTRATOR, TITLE I PROGRAM 
General 

The slum clearance and urban renewal program was. authorized by title I of 
the Housing Act of 1949 (42 U. S. C. 1451), to provide Federal financial assistance 
in the form of loans and capital grants to local. communities for clearing and 
redeveloping slum areas. ‘Title III of the Housing Act of 1954 (42 U.S. C. 1450), 
broadened the program by providing aid in preventing the spread of slums and 
blight ‘through the rehabilitation and conservation of blighted or deteriorating 
areas. 

In conformance with section 106 (a) of the Housing Act of 1949 (63 Stat. 417), 
the Housing and Home Finance Administrator has delegated to the Commis- 
sioner, Urban Renewal Administration (URA), broad authority for administering 
the program. 

Prime responsibility for initiating and administering the title I program at 
the local level is placed in the communities themselves. Programs are carried 
out by entities known as local public agencies (LPA’s) which are defined by statute 
to be ‘‘any State, county, municipality, or other governmental entity or public 
body which is authorized to undertake the project for which assistance is sought.’’ 

Our review of the administration of the title | program has disclosed certair 
weaknesses in the land acquisition, land disposition, and relocation phases. 
Each of these phases affects the net project costs, two-thirds of which are paid by 
the Government. To keep net project costs at a minimum consistent with the 
objectives of the program, it is important that URA require the LPA’s to guard 
against unnecessary expenditures. 

Improper considerati: n given to conserving standard structures 

Based on New York City’s explanations regarding the infeasibility of achieving 
slum clearance objectives by rehabilitation (demolishing only those structures 
which cannot be conserved) on one project, URA agreed to the project. as a strict 
clearance operation. Before finally agreeing, URA required the city to furnish 
additional documentation regarding the unsuitability of retaining three specific 
structures in the project area. z 

During our site visit, we noted that one of these three structures appeared sound 
in appearance and condition. The structure, a 6-story elevator apartment 
building, was acquired by the city at a total cost of $340,415. 

The additional documentation furnished by the city to support their contention 
as to the unsuitability of retaining this structure consisted of a city official’s 
statement as follows: 

‘“* * * The six-story apartment house is neither adequate under the standards 
we are establishing for this project nor would it be feasible to include it in any 
reasonable site plan for the redevelopment. 

“After careful consideration of this site we are convinced that the retention of 
any of the buildings cited here would not be practical in the $16 million redevelop- 
ment which the site and location warrants.” 

In reply to our inquiry concerning the possibility of retaining the structure in 
the project area, the regional administrator stated: 

“Although this building is of recent vintage (approximately 20 years old), it 
was then decided that it would not be within the spirit of the Federal enactment 
governing the slum clearance program to allow a structure though sound in con- 
struction to remain in this area which is to be completely modernized and rebuilt. 
Certainly sound planning would indicate that within a short period of time the 
retention of this building would lead to the ultimate deterioration of the area. This 
would certainly appear to be unwise in view of the magnitude of this clearance 
project.’”’ [Italics supplied.] 

It is probably desirable in some cases to clear all buildings from a given area in 
accordance with the redevelopment plan. However, it is questionable whether 











1524 


the cost of acquiring and demolishing sound buildings is in all cases properly 
chargeable as a cost of slum clearance to be shared by the Federal Government. 

In another project, we found that a building leased by the United States Post 
Office Department was included in the project area and acquired by the city at a 
cost of $125,000. Before acquisition by the city, extensive improvements, re- 
portedly costing $66,500, were made to this building after which the assessed 
valuation was increased from $34,000 to $110,000. 

We have been informed that the Post Office Department intends to remain in 
the project area. It would seem that, in view of the extensive improvements 
made, the building justifiably could have been excluded from acquisition, thereby 
substantially reducing project costs. 

To keep project costs at a minimum and to prevent the needless demolition of 
sound structures, we recommend (1) that URA strongly encourage communities 
to achieve the urban renewal objectives through rehabilitation wherever possible 
and (2) if sound structures are demolished only because of the magnitude of 
redevelopment plans, that URA give consideration to disallowing, as project 
costs, the costs of such buildings. 


Approval of land disposition price based on insufficient data 


A brochure entitled ‘‘Official Redevelopment Plan” shows the estimated resale 
value of the land in one New York City project at $2,055,375, or $5 per square 
foot. This estimate was based on the required reuse appraisal. The appraisal 
report shows that the estimated resale value was predicated, in part, on the pro- 
posed redevelopment of the site and the income which the redeveloper could 
expect to receive from the proposed redevelopment. The actual selling price of 
the land was $2,898,080, or $7.05 per square foot. 

The increase in the selling price benefits the Federal Government because the 
increased proceeds help to reduce the Federal grant. However, it raises a ques- 
tion as to the reasons for an increase of 41 percent in the actual selling price over 
the reuse value estimated by a recognized firm of appraisers. It would seem that 
either the reuse appraisal was grossly in error or some of the premises on which 
the reuse appraisal was based were materially changed. In the absence of a new 
reuse appraisal the question of whether the 41-percent increase was adequate was 
not resolved. 

We were informed by URA regional employees that the selling price was in- 
creased in return for allowances to the redeveloper permitting greater flexibility 
in room arrangement and for eliminating the rental limits on which the estimated 
resale value was based. These reasons for the increased selling price were also 
orally confirmed to us by the redeveloper. 

Proceeds from the sale of the land have a direct, bearing on the amount of the 
Federal grant. We believe that the greater flexibility in room arrangement and 
the elimination of rental limits were material changes in premises on which the 
reuse appraisal was based and that an additional reuse appraisal should have been 
made in this case to assure that fair value would be received for the land. 


Excessive allowances on land-disposition prices for relocating displaced families 


In determining land-disposition prices for New York City projects, allowances 
were made to project sponsors for part of the estimated cost of relocating site 
families. For example, the relocation allowance granted to one project sponsor 
amounted to $136,600. The allowance was determined by multiplying the pre- 
liminary estimate of the number of families to be displaced by a predetermined 
amount per family, normally $100. The allowances were determined and fixed 
before any expenses were incurred by the sponsor. 

After completing relocation, sponsors are not required to refund to the city 
any part of the allowance which is in excess of actual costs. As a result, the 
sponsor can profit by reducing the actual cost of financial assistance below the 
estimated cost. By failing to require the sponsor to refund any excess:of the 
allowance over actual costs, project costs and the Government’s grant are unneces- 
sarily inflated. 

Relocation allowances on the purchase prices for the 10 projects in New York 
City currently in the development state are estimated at $1,103,000. With 
relocation activities about 65 percent complete at March 31, 1956, financial- 
assistance costs should have been about $717,000. Actual financial-assistance 
costs were $337,000 at that date, or about $380,000 less than was estimated for 
65-percent completion. 

he Administrator, HHFA, in a letter to the chairman of the New York City 
Committee on Slum Clearance, dated December 22, 1954, proposed the following 
modification in drafting future contracts with prospective sponsors: 
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“The disposition price of the project land described in each contract should not 
be less than the full reuse value of such land upon a cleared basis, without any 
deduction for the estimated costs of demolition and relocation work. The above 
costs may be deducted from operating income of the managed property.” 


In a letter dated January 4, 1955, the chairman informed the Administrator as 
follows: 
“T have your letter of December 22, 1954, and am in agreement with the gen- 
eral basis that you prescribe for new contracts with prospective sponsors * * *.’’ 
However, no contracts have been entered into for additional title I projects 
in New York City since this exchange of correspondence. 


Excessive budgeted amounts for legal services 


Legal services for New York City title I projects are rendered by the city. 
For one project, legal services in connection with land acquisition originally were 
budgeted at $115,000 in 1953. Land acquisition for this project is now complete 
and actual charges are about $22,300. URA had not reduced the originally 
approved budget of $115,000 at January 24, 1957, although we were informed 
that budget revisions were being discussed by URA and the city. 

We were informed by the acting Urban Renewal Commissioner in a letter 
dated January 9, 1957, that— 

“On May 11, 1956, a revised budget was submitted by the New York City 
Committee on Slum Clearance for * * * [this project]. In this submission the 
amount budgeted for legal services was reduced from $115,000 to $30,000. Redue- 
tions, similar in magnitude, were effected in budget revisions submitted for 
seven other projects,” 

And— 

“In order to provide for more realistic budget controls, the Urban Renewal 
Commissioner has approved, by memorandum of August 10, 1956, to [the regional 
administrator] a specific unit cost formula for legal services provided by the New 
York City Corporation Counsel’s office in connection with land acquisition.” 

The August 10, 1956, memorandum referred to above contains the following 
statement, 

“The department of law, in using this formula to forecast its additional costs, 
has arrived at a gross figure of $350,000 for all 10 projects. This figure is almost 
one-half million dollars less than the originally budgeted estimate carried in the 
currently approved budgets.’’ [Italic supplied.] 

If URA agrees to the revised estimate the Federal Government’s share of the 
cost of these 10 projects will be reduced by two-thirds of the downward adjust- 
ment of one-half million dollars. 

To aid in properly forecasting title I fund requirements and to assure that 
legal and other personal services will be rendered at a reasonable cost, project 
budgets should be realistically prepared and adequately supported. Thorough 
reviews should be made of the proposed amounts before approval by URA. e 
believe URA should require the LPA’s to submit sufficient data to completely 
support their requested budgets. 


Failure to require complete land acquisition data 
Section 815 of the Housing Act of 1954 (68 Stat. 647) reads, in part, as follows: 


“Every contract for a loan, grant * * * under * * * title IL of the Housing 
Act of 1949, as amended, for the construction of a project shall require * * 
the submission of data with respect to the acquisition of land prior to the authori- 
zation to acquire such land.”’ {Italic supplied.) 


Agency policy requires an LPA to submit a preliminary estimate of real estate 
acquisition costs which is used as the basis for reservation by URA of capital 
grant funds. Agency policy also requires an LPA to submit two detailed parcel- 
by-parcel appraisals to the URA before acquiring or committing itself to acquire 
any land in & project area. The first detailed parcel-by-parcel appraisal supports 
the estimated land acquisition cost shown in the application for loan and/or 
grant. To assure the reasonableness of valuations, a second appraisal is required 
after final planning and before land acquisition. Both appraisals form the basis 
for the price schedule used in negotiating land purchases. 

We noted several instances where the required number of detailed parcel-by- 
parcel appraisals as specified in URA’s regulations were not obtained. In one 
project, URA approved acquisition on the basis of one detailed appraisal. In 
two other projects, URA not only entered into capital grant contracts but also 
concurred in the institution of condemnation proceedings and the vesting of 
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title by the LPA before any detailed appraisals were received, although preliminary 
estimates of real estate acquisition costs were submitted to URA. These pre- 
liminary estimates were considered by URA to be a sufficient basis for executing 
the capital grant contracts and for instituting condemnation proceedings by the 
city. 

The LPA could not begin negotiating settlements with the former property 
owners immediately after title had been taken through condemnation because 
sufficient detailed information on the properties was lacking. This detailed 
information is obtained through parcel-by-parcel appraisals. 

Complete information on these specific projects was not available during our 
review which would enable us to show the unnecessary interest cost resulting from 
the failure to require complete parcel-by-parcel appraisals before authorization 
to acquire land. However, to illustrate the costliness of deviating from these 
‘regulations, we can use another project where, although the project was approved 
before the effective date of the Housing Act of 1954, similar procedures were 
authorized and enough information was available to make an evaluation. 

In this example, title to the property was acquired by blanket condemnation. 
Interest on the amount of the final settlement accrued at the rate of 4 percent 
per annum from the date of condemnation to the date of final settlement. As long 
as appraisal data was not available, final settlements were delayed and interest 
costs continued to mount. Our review showed that unnecessary interest expense 
of about $141,000 was incurred because appraisal data was not available at the 
time the land was acquired. 

The practice of permitting LPA’s to acquire land before receiving all the neces- 
sary data is inefficient and costly. To help reduce the Government’s grants for 
future projects we recommend that URA, before authorizing the acquisition of 
project land, require LPA’s to submit complete land acquisition data. 

In a letter dated January 9, 1957, the Acting Urban Renewal Commissioner 
informed us that, 

‘“‘We [URA] were also led to believe that the deferring of the detailed parcel-by- 
parcel appraisals would not result in any significant delays in the execution of the 
projects or in any increase in the gross project costs. Subsequent experience did 
not prove satisfactory. * * *. We have now corrected the situation by requiring 
[the city] to obtain two independent detailed appraisals of each parcel and to sub- 
mit such appraisals for our review prior to the institution of condemnation pro- 
ceedings.”’ 


Additional costs resulting from failure to make advance payments 

In New York City, title to land in project areas is acquired by summary con- 
demnation although trials of the proceedings and final awards are made at a later 
date. Under New York law, interest at the rate of 4 percent per annum accrues 
on the amount of the final settlement from the date title is taken to the date of 
payment. To reduce interest costs, the city may make advance payments avail- 
able to the former property owners in amounts up to 75 percent of the assessed 
value of the property after a determination of ownership. Interest ceases to 
accrue on the amounts advanced. 

Our review of the land acquisition records on two projects showed that advance 
payments were not made on all parcels because, a city official informed us, (1) 
extensive title searches were needed, (2) necessary personnel to perform title 
searches was not available, and (3) parcels were of minor value. 

The URA regional files and our discussion with URA personnel show that URA 
had not questioned the failure of the city to make advance payments on many 
of the parcels on a timely basis. 

In the absence of an adequate review and evaluation by URA of the city’s 
reasons for not making advance payments on many parcels, we question whether 
the expense to the Government of such a practice is warranted. 

To illustrate our point, in one case, interest on acquired property totaled about 
$179,000. We conservatively estimate that $75,000 of this amount could have 
been eliminated by prompt advance payments on all parcels acquired. In 
another case, in which land acquisition was partially complete, we estimate that 
unnecessary interest expense of $16,200 had been incurred at the time of our review 

If it is necessary for the city to borrow money to make advance payments, 
there would be a possible reduction in the estimated savings of $75,000 and $16,200 
to $28,000 and $6,500, respectively. The maximum interest rate allowable on 
such borrowings is limited to the effective rate for Government borrowings, which 
was about 24 percent during fiscal year 1955. 

We recommend that the URA promptly and thoroughly study and evaluate 
the advance payment procedures in use on all New York City projects and assure 
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itself that the city is taking timely action to eliminate unnecessary interest costs, 
two-thirds of which are borne by the Federal Government. 

In a letter dated January 9, 1957, the acting Urban Renewal Commissioner 
informed us that, ‘‘The city of New York is expected to make or tender a partial 
payment to the owner as soon as the title search is completed and the rightful owner 
is established.’’ And—‘‘* * * the city has increased its staff in order to speed up 
title search.” 

Need for review of land acquisition operations 

On one New York City project, title to the property in the project area was 
acquired by the city on December 7, 1954. In December 1955, 1 year after title 
had been acquired, final settlements had been made on only 19 percent of the 
parcels in the project area. We did not find any indication in the URA records 
or in our discussion with URA personnel that the Agency had attempted to 
determine the cause of the slow land acquisition process. 

After our discussion of this problem with the Agency after completion of our 
fieldwork, the city stopped further negotiation attempts. In February 1956, 
land acquisition on this project was completed by court decree which established 
the final awards to be paid on each parcel. 

3ecause of the city’s method of acquiring land through summary condemnation 
and the requirement that interest must be paid from the date of condemnation 
to the date of final settlement, prompt settlements should be made with the 
former property owners. If negotiations for some parcels are unsuccessful, 
immediate referrals of such properties should be made to the court so that a final 
award can be established on the properties. 


Fees paid for oplion negotiator services were substantially more than budgeted costs 

In our review of one project in New York City we attempted to determine the 
reasonableness of fees paid for option negotiator services and found the following 
circumstances, 

Fees budgeted on January 13, 1953, were $10,000. The original contract set 
a maximum fee of $15,000 which was later increased by the city’s governing body 
to $40,000. The HHFA internal auditors reported that negotiator fees totaled 
$46,225. On June 13, 1955, in response to a question raised by the HHFA 
internal auditors about the possibility of excess fees, the regional director of 
Urban Renewal, region I, stated that this would be considered when a revised 
project budget is submitted by the city. 

A fee schedule for negotiator services was recommended by URA in May 1955. 
This schedule was not applicable for this particular project because the negotiator’s 
contract had been entered into about 2 years before issuance of the schedule. 
However, in the absence of other means of evaluation, we used the fee schedule 
as a measuring stick and found that if this schedule had been applicable in 1953 
the negotiator’s fees would have been about $22,000. 

After completion of our fieldwork we were informed that the HHFA New York 
regional office will use the fee schedule as a measurement of reasonableness for 
future projects. 

Maximum appraisal fees not established 

In our review of 8 appraisal contracts for 2 Chicago, Ill., projects, we found that 
6 of these contracts provided for compensation to be paid on a per diem basis but 
did not specify the maximum amount of fees to be paid. 

These six contracts which were executed on a per diem basis without a ceiling 
on the fees do not adequately protect the Federal Government which eventually 
will pay two-thirds of the cost of the appraisals as part of the grant for the project. 

As a result of our inquiry, the regional administrator informed us that future 
contracts entered into by this LPA on a per diem basis will specify a reasonable 
fixed amount as a maximum, and in a letter to us dated February 7, 1957, the 
acting Urban Renewal Commissioner stated: 

“All appraisal contracts and amendments of such contracts proposed by the 
CLCC [Chicago Land Clearance Commission] since January 1, 1956, have con- 
tained such limitations.”’ 

We believe that the appraisal contracts of other LPA’s might well be reviewed 
to determine whether a similar situation exists. 


Mr. Cote. Mr. Chairman, if I may interject, after examining the 
document and hearing your comments about it, I must say that I had 
not seen this document but I now see that this document is apparently 
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" ney of significant findings developed on audits made by the 

These individual audits were presented to us, and I am familiar 
with the individual audits, but I was not familiar with this individual 
document here. So, my statement was not quite correct. 

Mr. Tuomas. Do you care to comment on any of them now? Is 
the Comptroller General right or wrong? 

Mr. Coxe. He is right in some instances, and wrong in others. 

Mr. THomas. Which one is he wrong in? 

Mr. Coz. In matters of judgment it is our opinion that many of 
the comments made by the GAO 

Mr. Tuomas. You mean excessive allowances there on land dispo- 
sition, or for relocating displaced families, or which one is he erroneous 
in? 

Mr. Cote. If that is a general statement, it is erroneous, but I do 
not think that is a general statement, Mr. Chairman. I think that 
statement has to do with a specific case. I think we could make a 
more accurate reply if we could insert in the record our individual 
replies to these individual statements made here. We have, Mr. 
Chairman, made replies. 





LAND DISPOSITION IN NEW YORK AT MORE THAN REUSE APPRAISED VALUE 


Mr. Tuomas. Let us take this one on page 3. He says: 


A brochure entitled ‘‘Official Redevelopment Plan’ shows the estimated resale 
value of the land in one New York City project at $2,055,375, or $5 per square 
foot. This estimate was based on the required reuse appraisal. Presumably, at 
the time of the estimate the property was intact. 

The appraisal report shows that the estimated resale value was predicated, in 
part, on the proposed redevelopment of the site, and the income which the re- 
developer could expect to receive from the proposed redevelopment. 


We agree on that. 
He further says: 


The actual selling price of the land was $2,898,080, or $7.05 per square foot. 

The increase in the selling price benefits the Federal Government because the 
increased proceeds help to reduce the Federal grant. However, it raises a question 
as to the reasons for an increase of 41 percent in the actual selling price over the 
reuse value estimated by a recognized firm of appraisers. It would seem that 
either the reuse appraisal was grossly in error or some of the premises on which 
the reuse appraisal was based were materially changed. In the absence of a new 
reuse appraisal the question of whether the 41 percent increase was adequate was 
not resolved. 

We were informed by URA regional employees that the selling price was 
increased in return for allowances to the redeveloper permitting greater flexibility 
in room management and for eliminating the rental limits on which the estimated 
resale value was based. These reasons for the increased selling price were also 
orally confirmed to us by the redeveloper. 


There was a meeting of the minds between the New York adminis- 
trator and the developer, then. 
He further states, and I quote: 


Proceeds from the sale of the land have a direct bearing on the amount of the 
Federal grant. We believe that the greater flexibility in room arrangement and 
the elimination of rental limits were material changes in the premises on which 
the reuse appraisal was based and that an additional reuse appraisal should have 
been made in this case to assure that fair value would have been received for 
the land. 
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Mr. Coxe. Well, Mr. Chairman, first, appraisals and appraisers— 
and recognized appraisers—differ in their estimate of value—— 

Mr. Sterner. Mr. Cole, if I could say something here for a minute: 
I think what happened in connection with this case was that this 
negotiation which is talked about here went on between the local 
agency and the redeveloper before the matter came to us as a formal 
oe to the Federal Government. 

think when it came to us, it came to us at the price of $7.05 a 
square foot, if [ remember correctly. This reflected the result of 
good bargaining on the part of the local public agency with the re- 
developer. This is the same kind of a situation as if you tried to sell 

our car and had gotten an appraisal for $500 and succeeded in selling 
it for $700. The local agency engaged in hard bargaining and they 
got a better price from the redeveloper as I recall which was more 
favorable to the local agency and to the project, and the Federal 
Government. 

Mr. THomas. Here is a project where the land value varied 41 per- 
cent. What does that mean nationally, Mr. Cole? Put your finger 
on it very succinctly. You are dealing with human beings, and you 
70 CHIP with people who are interested in this particular piece of 
land. 

What is it going to amount to in a national program? 

Mr. Coir. Mr. Chairman, I do not quite understand that this could 
be a criticism of the operations of the agency. 

Mr. Txromas. I think it is a criticism to this extent: He does not 
say that there is anything illegal, immoral, or dishonest. The Comp- 
troller General does not say that, and he does not go so far as to say 
the value is not there. What he is saying in so many words is this: 
That your district office under whose jurisdiction these matters appa- 
rently lie, should not let land values vary 41 percent for the purpose 
of trading on any point, whether it is on renewal or renegotiation or 
space requirements and unit costs, and so forth. I think that is the 
basis of his opinion. 

Mr. Jonas. As I read this statement, I get the impression that 
what they are saying, and the question they are raising, is whether 
the 41-percent increase was insufficient: not that it was an increase 
over the original, but—— 

Mr. Tuomas. The fact is that it was an increase. Why do they 
not come up with a firm figure to start with? That is the point I 
get. 

Mr. Jonas. Maybe the second figure is still inadequate. 

Mr. THomas. How can you, as Administrator, protect the tax- 
payers of the United States if you are going to change these appraisals 
in X town on the same piece of property 40 or 50 percent on the 
whim or turn of the bargaining process? 


POLICY ON REUSE APPRAISALS 


Mr. Jonas. All he is saying is that there was no second reuse 
appraisal. That is the point. 

Mr. Cote. That is right. 

Mr. Jonas. He is raising the question as to whether a second or 
subsequent reuse appraisal might not have increased this $7.05-a-foot 
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value. Is not that the burden of his criticism; that there should have 
been a subsequent reuse appraisal? 

Mr. Coun. I recognize, Mr. Chairman, that there is a school of 
thought which believes that all of these matters should be submitted 
to a court in condemnation proceedings and a final decision made by 
the court. 

Mr. Tuomas. And then it is wrapped up definitely. 

Mr. Srertner. This is land disposition, Mr. Chairman. 

Mr. Coxe. But, in land dispositions I do not see how it could be 
done. Judgment must enter into it. Someone must make a decision 
and this decision must be a decision based upon the correct facts, and 
these facts are presented by appraisers who are recognized appraisers 
and evaluators. They do differ, and they differ widely as to their 
opinion. 

I know of a case where we have disagreed with appraisers and our 
people in the Agency have felt that the Government was not getting 
the amount of money that should be obtained and, therefore, you 
negotiate for raising the price. I do not see, Mr. Chairman, that 
this is an improper judgment. 

Mr. Tuomas. How does the value of reuse compare with the 
original purchase? 

I think the act ought to be amended whereby you go to the courts 
or you give to the courts the jurisdiction and the authority to set the 
original purchase price, and the reuse price. 


RELATIONSHIP OF REUSE VALUE AND ACQUISITION COST 


What variance is there between the original purchase price and the 
reuse price? 

How does it work? 

Mr. Sterner. The reuse values from all the project budgets that 
we approved in fiscal years 1955 and 1956 for disposition proceeds 
would amount to about 44 percent of the real estate purchase price 
in the aggregate. 

Mr. Tuomas. Put it in round figures. Here is a piece of property 
with all of the old buildings intact for which you have paid $100,000. 
After you tear it down the reuse value of the land is $44,000? 

Mr. Sterner. On the average, for all projects that were approved 
in fiscal years 1955 and 1956—— 


VALUE OF CLEARED LAND 


Mr. Vursex ut. Is it not generally considered in the cities that when 
you clear this land and get it in shape so new structures can be built, 
that it is worth more money than it was with the buildings on it? 

Mr. Srumner. No, sir; almost invariably the value of the land and 
the buildings to be acquired and torn down is greater than the cost of 
the land after demolition. 

Mr. Tuomas. I believe you said on an average of 44 percent. 

Mr. Vursett. But I still do not think those figures are right. It 
may be your average, or the average of this organization, but in the 
free-enterprise system I think you will find, if it were run down to a 
conclusion, that demolition land sells higher to people who want to 
build on it than it did prior thereto. 
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Mr. Srerner. The prices at which the lands are sold, sir, are deter- 
mined primarily by appraisals by outstanding local real estate 
appraisers in the particular community involved, who are thoroughly 
familiar with land transactions in that community and with compar- 
able sales and the general trend of real estate prices. 

Mr. Vurse.u. I would like to follow this up with another question: 

Let us take. an illustration whereby you are going to buy 10, 15 or 
20 blocks and bulldoze it off, which is happening right now here in 
Washington, and you get that land all cleaned off and jet us say that 
we estimate we are starting with a $10 million project. Then, when 
you get that land bulldozed off, you sell it to redevelopers and they 
build new structures on that land. 

Mr. STEINER. Yes, sir. 


FEDERAL SHARE OF LOSSES ON PROJECTS 


Mr. Vurseuu. According to your figures, by the time all of this 
demolition work is done there would be a great loss, and the question 
then is who pays the loss. Does not the Federal Government pay 
the loss as its contribution to this matter? 

Mr. Sterner. Broadly speaking the Federal Government pays two- 
thirds of it, and the local government pays one-third. 

Mr. Vursetu. In other words, then, according to your theory, if 
you have a $10 million block of land here in Washington and you 
resell it and you get $6 million out of it from the redevelopers, there 
is a $4 million loss? 

Mr. Srerner. Yes, sir. 

Mr. VursE._u. How much of that loss does the Federal Government 

ay? 
, Mr. Sterner. That would be paid two-thirds by the Federal Gov- 
ernment. There are some other costs in there—possibly improvement 
costs—but generally speaking the net project cost is paid two-thirds 
by the Federal Government and one-third by the local government. 

That is the formula which was established in the Housing Act of 
1949, and it has been in existence ever since then. 

Mr. Vurse.u. Then, the Federal Housing Administration permits 
various credits in favor of the local authority with the result that 
Uncle Sam has to carry nearly all the load. 

Mr. Cote. If I may answer it, Mr. Vursell, we do not think that 
there would be any additional loss. We think that there is a very 
long-term gain by the communities themselves and we do not believe 
that the Federal Housing Administration will sustain any loss from 
the insured mortgage. 

Mr. VuRSELL. But it is going to be a loss. Who puts this dollar 
back into the Federal Treasury to the extent of $2 million or $3 
million 

Mr. Coie. We cannot prove it statistically, but we think that the 
redeveloped area will develop more income over a long range and, 
therefore, will develop more income taxes, but this is a matter which 
is not provable by statistics. 
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Mr. Vursevu. Do you find occasions where you sell this land at a 
profit so the Federal Government’s loss is less? 

Mr. Coxx. At a profit? 

Mr. Vursevu. Yes. 

Mr. Couz. No. 

Mr. Sterner. About the only place in the country where that has 
been done, sir, is in the Golden Triangle in Pittsburgh. 

It is an extremely valuable urban real estate area. 

fe Coxe. They put up very expensive and very fine office buildings 
there. 

Mr. Evins. I think that criticism certainly is justified in some cases, 
but it seems to me in this instance that the Government has realized 
a profit, and it looks to me as though it is criticism for criticism’s 
sake, 

In this instance the increase to the Government is up and I do not 
think the criticism is too justified. It merely raises the question as to 
appraisals all over the country. 


COMPLETED URBAN RENEWAL PROJECTS 


Mr. Yates. How many urban renewal projects have been com- 
pleted? 

Mr. Srerner. One project only is actually completed in a technical 
sense—in the sense of closing out all the accounts, as well as the final 
inspections, and so forth—but a great many projects are well advanced 
in their execution activities and in their land disposition and land 
acquisition, demolition, relocation, and things of that sort are very 
well advanced. 

Mr. Yates. You say a “great many.”” How many do you mean? 

Mr. Tuomas. I believe that figure is 210. 

Mr. Yates. You have a table which sets it out; do you not? 

Mr. Frantz. The little table on page E-10 of this book, Mr. Yates, 
gives that. 

Mr. Yares. Can you give us the figures in response to my question? 

Mr. Sterner. No; 1 have not given them yet. Here are the figures 
as of the end of December: Land disposition is complete in 13 projects. 
It is more than 50 percent complete in 24 projects. The site clearance 
is complete in 37 projects. In 79 projects site clearance is more than 
50 percent complete, and land acquisition is complete in 61 projects. 

In 95 projects land acquisition is more than 50 percent complete. 
So, there are a good many projects that are far along—there are about 
133 projects. 

Mr. Yates. I suppose we will go into more detail on them later on, 
Mr. Chairman? 

Mr. Tuomas. Yes, sir. 


FUNCTIONS OF THE OFFICE OF THE ADMINISTRATOR 


At this point in the record we will insert pages A-1 and A-2. 
(The pages referred to follow:) 
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OFFICE OF THE ADMINISTRATOR AND OPERATING PROGRAMS OF COMMUNITY 
FaciLities ADMINISTRATION URBAN RENEWAL ADMINISTRATION 


INTRODUCTION 


This volume presents budget estimates and justifications for the Office of the 
Administrator proper, and for those programs assigned to the Administrator 
directly by law and carried out by him through the Community Facilities Admin- 
istration and the Urban Renewal Administration. 

The Office of the Administrator proper provides staff assistance to the Admin- 
istrator necessary to permit him to discharge his responsibilities as head of the 
Agency, and in addition carries out certain operating functions and provides staff 
assistance to the two operating constituents, CFA and URA. The principal 
activities of the Office are the following: 

1. Assistance to the Administrator in the supervision and coordination of the 
Agency as a whole and its programs. 

2. Provision of a consolidated compliance and investigative activity for the 
entire Agency. 

3. Provision of consolidated staff and general services for the operating con- 
stituent units, CFA and URA. 

4, Provision of staff and supporting services and facilities for the National 
Voluntary Mortgage Credit Extension Committee and the 15 regional committees. 

5. Administration of the program for disposition of the Government-owned 

roperties at Oak Ridge, Tenn., and Richland, Wash., as provided in the Atomic 

nergy Community Act of 1955 and Executive Order 10,657. 

The Community Facilities Administration is responsible for the following 
programs detailed in this justification: 

1. The program of advances for public works planning authorized by section 
702 of the housing amendments of 1955. 

2. The program of college housing loans authorized by title IV of the Housing 
Act of 1950, as amended. 

s* The program of public facility loans authorized by the housing amendments 
of 1955. 

4. The several liquidating programs (except for those relating to war and 
emergency housing) under the revolving fund (liquidating programs). 

The Urban Renewal Administration carries out three major and related pro- 
grams, as follows: 

1. Slum clearance and urban redevelopment and renewal, under the original 
title I of the Housing Act of 1949 and under the broadened concept embodied in 
the amended title I under the Housing Act of 1954. 

2. The program of demonstration grants to assist in the development and 
dissemination of urban renewal techniques, authorized by section 314 of title I as 
amended by the 1954 act. 

3. The program of matching grants for urban planning assistance authorized 
by section 701 of the Housing Act of 1954. 

Operations in connection with most of these programs and activities have been 
largely delegated to the regional offices of the Administrator. Since they all are 
carried out through an organization which is integrated in important functions 
in Washington, and almost entirely so in the field, they are presented as a single 
combined budget, and are discussed and justified, both individually and in total, 
in this volume. 


Mr. Tuomas. Page A-2 is more or less a summary of the activities, 
duties, and responsibilities of the Office of the Administrator, and it 
might be well to mention some of them: 


Assistance to the Administrator in supervision and coordination of the Agency 
as a whole and its programs. 
“ Provision of a consolidated compliance and investigative activities for the entire 
Agency. 

Provision of consolidated staff and general services for the operating constituent 
units, CFA and URA. 

Provision of staff and supporting services and facilities for the National Volun- 
tary Mortgage Credit Extension Committee, and the 15 regional committees. 
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That expires June 30 of this year, and you will have to have legisla- 
tion to extend it? 

Mr. Coxz. That is correct. 

Mr. Tuomas. It is doing a pretty good job; is it not? 

Mr. Cote. Yes, sir. 


DISPOSITION OF PROPERTIES AT OAK RIDGE AND RICHLAND 


Mr. Tuomas. Next is: 


Administration of the program for disposition of the Government-owned prop- 
erties at Oak Ridge, Tenn., and Richland, Wash., as provided in the Atomic 
Energy Community Act of 1955, and Executive Order 10,657. 


You have not made too much progress there; have you? 

I believe you state you are ready to go on both of them, though? 

Mr. Coun. We are going very fast at Oak Ridge and Richland is 
now going into the selling phase. 

Mr. THomas. What do you mean when you say “going fast’’? 
How much have you sold in Tennessee? 

Mr. Anprews. We have sold 1,500 houses out of some 6,000, sir. 

Mr. THomas. Then, you have the Community Facilities Adminis- 
tration, and that program is a large one. 

The next big one is your Urban Renewal Administration. 


SALARIES AND Expenses, OFFICE OF THE ADMINISTRATOR 


Let us take a look at your budget. The first item is ‘Salaries and 
expenses, Office of the Administrator.” 

We might put into the record at this point pages A-3, A-4, and 
the table which appears on A-11 of the justifications. 

It is a breakdown by activity. 

(The pages referred to follow:) 


SUMMARY OF THE BUDGET 


For all of the activities enumerated above—except for the Voluntary Home 
Mortgage Credit Program—the budget requests appropriations and limitations 
totaling $11,320,000 representing some 1,348 man-years of employment. This 
is an increase of 262 man-years and approximately $2,700,000 above the esti- 
mated levels during the current fiscal year. 

There are three principal reasons for this increase: 

1. Provision for funding on a full-year basis of staff recruited during the current 
year under the authorized budget program; 

2. Provision of additional field staff for the administration and operation of 
the expanding urban renewal and community facilities programs; and 

3. Inclusion in the 1958 estimate of funds to pay the cost of the Government’s 
contribution to the civil-service retirement fund under the terms of Public Law 
854, 84th Congress. 

FULL-YEAR FUNDING 


The table below indicates that about 40 percent of the increase in the 1958 
request is due to the cost on a full 12-month basis of positions filled for only 
part of the current year. Of the total increase in man-years, 125 represent the 
full-year funding of staff added during the current year and assumed to be on 
the rolls as of the beginning of fiscal 1958. The 286 new positions requested in 
1958 for the programs included in the budget will be added at a rate which is 
expected to yield 202 man-years, 
















Fiscal year estimate 











| 
DN. bo cnc sense de anws sk casstvedciettinsaee a ee 1, 146 | 1, 146 
ED EOD GIO on ns centccuesnscedncdddnecuwdinaauunuaeace 65 
Base positions_.......__.-. pak hcp hees EI i anata ences 1,211 | 1, 146 
PPR TGTORSS TOGIIONEED FOE TTB is 2 cin cook ccc nccccccneence ichigsantaaiateenaiin eae rere 286 
Total positions. ......---- ee atinieea salah 5c 0 sink tase eaten 1, 211 | 1, 432 
Less lapses due to gradual recruitment. ---...........--..--------------------| —125 | —84 
SI densest scr nao vs tenisatesectp ceax eemsin tsa Siler aeeataag aiid dadinaia 1, 086 | 1,348 





1 Appropriations for VH MCP staff proposed for later transmission. 


FIELD STAFF REQUIREMENTS 


The bulk of the increased staff request in the 1958 budget is for assignment to 
the Agency regional offices; 161 or some 60 percent of the total increase of 286 
is for other than headquarters staff. This distribution reflects the fact that as 
the urban renewal and community facilities programs expand, the Agency neces- 
sarily must be in contact with thousands of communities, local agencies, and 
institutions all over the country. 

The Urban Renewal Administration is presently assisting 433 title I projects 
in 265 localities, both large and small, and the workload incident to this assist- 
ance has already outstripped the capacity of the staff available. The larger 
volume of urban renewal activity forecast in the budget program is amply sup- 
ported by the continuing interest and initiative of additional communities seeking 
to participate in these programs. By fiscal 1958 almost 400 localities will be 
planning or carrying out clearance and rehabilitation projects under title I. 
Perhaps as many as a thousand cities and towns and planning agences will have 
been associated in the urban renewal programs through their participation in 
the demonstration grant and urban planning assistance programs, or through their 
efforts under local workable programs to quality for direct urban renewal assist- 
ance, for low rent public housing, or for the special mortgage insurance programs 
of rehabilitation and relocating housing. 

Accordingly, the budget request for urban renewal recognizes the local character 
of the program. Of the additional man-years requested for 1958, only 37 are for 
headquarters personnel, while the 161 balance amounting to more than 80 per- 
cent of the total request are proposed to augment the field staff. 

Participants in the several community facilities programs of the Agency are 
also communities and local agencies or institutions. During the 2-year period 
covered by this budget—from July 1, 1956, to June 30, 1958—it is estimated that 
the number of colleges and universities receiving financial assistance will increase 
from 320 to 890; that cities and towns receiving interest-free advances for plan- 
ning local public works will increase from less than 100 to 900; and that smaller 
communities receiving technical and financial assistance in the construction of 
urgently needed public facilities will increase from less than 100 to some 350. 
Even in the liquidating programs of the Community Facilities Administration, 
the Agency must keep in contact with hundreds of communities. 

In summary, more than 70 percent of the increase for field personnel is re- 
quested for the urban renewal programs, almost 30 percent for the community 
facilities programs, and less than one-half of 1 percent for all other Agency func- 
tions in the field. 


SS 


| 
| 
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Sources of funds for slaff expenses 











Actual, Estimate, | Estimate, 
1956 1957 1958 
APPROPRIATIONS | | 
Salaries and expenses: 
Annual act-_---..- : | $5,000,000 | $6, 225, 000 $7, 925, 000 
Supplemental appropriation - .__ 398, 500 100, 000 | 
Total. salaries and expenses | 5, 398, 500 6, 325, 000 | 7, 925, 000 
Defense mobilization functions.__- 175, 900 
AUTHORIZATIONS Tr Fes ste 5) © 
College-housing loans: bi 
Annual act. -.-- | 500, 000 | 1, 100, 000 | 1, 700, 000 
Supplemental 187, 972 |_- | 
Total, college-housing loans_ 687, 972 | 1, 100, 000 1, 700, 000 
Public-facility loans _-- 109, 564 | 368, 000 490, 000 
Community disposition activities. | 95, 970 | 650, 000 820, 000 
Revolving fund Miquidating programs): p74 v "| Tora t F. Ot 
Annual act__-.__ | 270, 000 190, 000 210, 000 
Supplemental _- | 34, 620 
—_— on aneseeem ee 
Total, revolving fund__-- | 304, 620 | L 190, 000, 210, 000° 
. | seer: = pair ae 
Total, sources of funds_- Leen 6, 596, 626 | 8, 633, 000 Ll, 320, 000 
Unobligated balance; estimated savings.--- —17, 261 | --|-- 
praemsnntetmenatattith-didlsthtingll dns ees vadnmasts 
Total obligations. | 6,579,365 | 8, 633, 000 | 11,320, 000, 
Adjustment for retirement. -- 338, 635 | 450, 000 (a 551, 000) 
ies! . | 6, 918, 000 | “11, 320, 000 


9, 083, 000 


Mr. Tuomas. The table which we have just inserted reflects the 
requests for 1958 in the amount of $11,320,000 as against $9,083,000 
for 1957 and $6,918,000 for 1956. 

At this point it will be worthwhile if I may read into the record 
again the summary statement which appears on page A—2 which is as 
follows: 

For all of the activities enumerated above—except for the voluntary home 


mortgage credit program—the budget requests appropriations and limitations 
totaling $11,320,000 representing some 1,348 man-years of employment. 


How much is that? Is that about 1,432 jobs? 


and approximately $2.7 million above the estimated levels during the current 
fiscal year. 


Then you set out the reasons for that increase of 262 man-years 
and $2,700,000 over last year. 


Provision for funding on a full-year basis of staff recruited during the current 
year under the authorized budget program. 


We want you to start off on a full year and stay that way, and then 
you can keep up with it and we can, too. 


Provision of additional field staff for the administration and operation of the 
expanding urban renewal and community facilities programs. 


Haven’t you grown big enough? 
COST OF RETIREMENT FUND PAYMENTS 


Inclusion in the 1958 estimate of funds to pay the cost of the Government’s 
contribution to the civil service retirement fund. 


How much is Dr. Young costing you this year? 
Mr. Frantz. $551,000. 
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PERSONAL SERVICES 


Mr. Tuomas. Now we will talk about annualization. 


The table below indicates that about 40 percent of the increase in the 1958 
request is due to the cost on a full 12-month basis of positions filed for only part 
of the current year. 

How many of them did you fill? 

Mr. Frantz. You can perhaps tell that best from the table on page 
13, sir. 

Total increase in positions from 1956 to 1957 is from 933 to 1211. 

Mr. Tuomas. How many is that? 

Mr. Frantz. 278. 

PRESENT EMPLOYMENT 


Mr. Tuomas. What is the number of people you have on the payroll 

as of December 31 or the most recent period? 
Mr. Frantz. Including employment in process— 

Mr. Tuomas. I am talking about those on the payroll. 

Mr. Frantz. I don’t have it without the papers in process. I could 
get that figure for you. 

Mr. Tuomas. What is your best guess? 

Mr. Franvz. It was 1,040 including those that are in the mill. 

Mr. Tuomas. Including those in the mill? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. What about those who have not gotten on the honor 
roll as yet? We don’t count them until they get on the honor roll. 

Mr. Frantz. I will have to guess at that. I would judge there 
might be per haps 20 in process, 

Mr. Tuomas. So it would be 1,020? 

Mr. Franz. That is right. 

Mr. Tuomas. You have 200 vacancies? 

Mr. Franrz. Yes, sir. 

Mr. Tuomas. In addition, you want to add 202 man-years or 286 

: new positions in 1958? 

Mr. Franrz. That is right. 

Mr. Tuomas. You can see why we want you to go on an annual 
basis rather than on this leapfrog system? ‘There are 4 or 5 expres- 
sions for this practice. 

What is the prospect of filling those 200 jobs in the remainder of 
the year? 
Mr. Frantz. We think they can be filled, Mr. Chairman. We 


have had an active recruitment program underway. 
. Mr. Tuomas. What is the nature of the employment? 
Mr. Frantz. By and large, sir, they are technical and professional 
staff in the urban renewal programs and in the community facilities 
; | programs. 
| Mr. Tuomas. Good real-estate men? 
Mr. Franrz. Yes, sir. 


Mr. Tuomas. That figure is about 486, then. 


Of the total increase in man-years, 125 represents the full year’s funding of 


staff added during the current year and assumed to be on the rolls at the beginning 
3 , of 1958. 
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That is a violent assumption because that is not so. 
The 286 new positions requested in 1958— 


What it amounts to is that you are putting on 486 new men, and by 
the time you get through it will be 500. 

I did some guessing and I got a figure of 411 but my guess was not 
good enough. It is really 486, is it not? 

Mr. Frantz. That is about right. I didn’t get the figure the same 
way you did. 


BREAKDOWN BETWEEN HEADQUARTERS AND FIELD 


Mr. Tuomas. How will you break this down between the staff here 
and in the field? 

You state 60 percent of the total increase is for—— 

Mr. Frantz. “Other than headquarters’ —— 

Mr. Tuomas. Sixty percent of the total increase of 286 is for other 
than headquarters. It is 40 percent here and 60 percent for the field? 

Mr. Frantz, That is right. 


EFFECT OF TIGHT MONEY ON WORKLOAD 


Mr. Tuomas. And the big part of the 60 percent reflects the fact 
that as the urban renewal and community facilities programs expand— 
is that true in face of the tight-money policy? 

Mr. Coin. We think it is, Mr. Chairman. 

Mr. Tuomas. There is a distinction now, and it may not affect your 
program, but I doubt too much if it does in the cities, towns and 
communities as long as you put up all the money. They will doa 
lot of planning and a lot of figuring. 

Mr. Coxe. Very true. 

Mr. Tuomas. That will not affect your workload as to whether or 
not they eventually get the money, will it? 

Mr. Cote. It will add to the workload, Mr. Chairman. College 
housing, public facilities works, advance planning—— 

Mr. Txomas. I am talking about urban renewal. 

Mr. Cote. That is right. 

Mr. Tuomas. It applies to all three, of course. 

Mr. Core. That is right. 

Mr. THomas. Community facilities, college housing, and urban 
renewal? 

Mr. Cote. That is right, sir. 

Mr. Tuomas. And it will not slow down your preliminary work as 
long as you advance the money. 

Mr. Cote. I have a guess, Mr. Chairman, there will be less impact 
on these two programs by reason of the tight money program than on 
almost any other. 

Mr. Tuomas. Yhy? 

Mr. Coun. Well, as the communities find the need to secure funds, 
starting first with the community facilities, and if they find it more 
difficult to obtain funds, they will come more and more to the Govern- 
ment. 

For instance, college housing, the interest rate there is such that we 
are getting all of the bonds, all of the loans in college housing. 
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EXPANSION OF FIELD WORKLOAD 


Mr. Tuomas. I think it would save everybody’s time, if the com- 
mittee will bear with me, if we read into the record page A-4. That 
page virtually tells the tale. Everything is said there. 

As community facilities programs expand, the agency necessarily must be in 
contact with thousands of communities, local agencies and institutions all over 
the country. 


The Urban Renewal Administration is presently assisting 433 title I projects in 
265 localities. 


That could be writing a letter or getting a telephone call, but you 
have-—— 

Mr. Sreiner. This is contracts, sir. 

Mr. Tuomas (reading): 


The workload incident to this assistance already has outstripped the capacity 
of the staff available. 


We may argue with you on that statement. 


The larger volume of urban renewal activity forecast in the budget program 
is amply supported by continuing interest and initiative of additional communities 
seeking to participate in these programs. By fiscal 1958 almost 400 localities 
will be planning or carrying out clearance and rehabilitation projects under title I. 

Accordingly the budget request for urban renewal recognizes the local character 
of the program. Of the additional man-years requested for 1958, only 37 are for 
headquarters personnel, while the 161 balance amounting to more than 80 percent 
of the total request are proposed to augment the field staff. 

Participants in the several community facilities programs of the Agency are 
also communities and local agencies or institutions. During the 2-year period 
covered by this budget—from July 1, 1956, to June 30, 1958—it is estimated 
that the number of colleges and universities receiving financial assistance will 
increase from 320 to 890. 


That is in a 2-year period. That is pretty good. 

“That cities and towns receiving interest-free advances for planning 
local public works’’—cities and towns like that interest-free, don’t 
they? If they don’t go through with the program it costs them 
nothing? 

Mr. Sewarp. That is correct. 


ADVANCE PLANNING PROGRAMS 


Mr. Tuomas. And this is the third or fourth program? 

Mr. Spewarp. This is the third. 

Mr. Tuomas. Is it worth as much as the Congress always has 
thought it has been worth? 

Mr. Sewarp. Yes, sir; and I say that without the slightest hesita- 
tion. 

Mr. Tuomas. No doubt about it? 

Mr. Spewarp. No, sir; not in my mind. 

Mr. THomas. How much was executed in programs 1 and 2? 
What was authorized in the way of advance planning? In other 
words, for every $1,000 of advance planning money you are supposed 
to have plans looking toward the expenditure of $50,000, $100,000, 
$1 million, or $2 million? On that basis what part was utilized? 

Mr. Sewarp. Let me put it this way—— 

Mr. Tuomas. You can put it in a more accurate way. Every time 
& project was put into execution and they paid back the advance 
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planning money, what part of your total advance planning money 
was paid back under program 1 and under program 2? 

Mr. Spewarp. About 60 percent, sir. 

Mr. Tuomas. In both programs? 

Mr. Sewarp. Yes, sir; in the combined programs. 

Mr. Tuomas. Give us the figures and the dates in program | and 
program 2. Each covered a period of about 5 or 6 years as I recall it. 

Mr. Frantz. While he is looking for the figures I might give you 
those references. 

The first program was under title 5 of the War Mobilization and 
Reconversion Act of 1944. 

Mr. Tuomas. It went from 1944 until when? It lasted 5 years? 

Mr. Frantz. I believe it expired in 1946. 

Mr. Tuomas. When was the next one? 

Mr. Frantz. The second program was under Public Law 352 of the 
8ist Congress, October of 1949. That expired, I believe, in 1951. 

Mr. Tuomas. What was the dollar volume appropriated under 
each program? 

Mr. Frantz. Total appropriations for the two were $93 million. 
My recollection of that is that about $28 million was in the second 
program and $65 million in the first program. 

Mr. Tuomas. The first one was the larger one? 

Mr. Frantz. That is correct. 

Mr. Tuomas. And it is your best guess, and you can straighten 
out the record, Mr. Seward. That figure is about 50 percent? 

Mr. Hazextine. The two have been consolidated under the liquida- 
tion program. Total advances approved for both were $62,679,000, 
and our inventory in January of 1957 is $30,279,000. Our actual 
collections, therefore, are just about 50 percent of the amount, with 
some still to be collected. 

Mr. Tuomas (reading): 

More than 70 percent of the increase for field personnel is requested for the 
urban renewal programs, almost 30 percent for the community facilities programs, 
and less than one-half of 1 percent for all other Agency functions in the field. 


SUMMARY OF PROGRAM BY ACTIVITY AND BY ORGANIZATION UNITS 


We have a fine table here on page A-12, and we will also insert 
page 13. 
(The information referred to is as follows:) 
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OFFICE OF THE ADMINISTRATOR 


Comparison by activity 






























































Actual, 1956 | Estimate, 1957 Estimate, 1958 
Program activity cel 
| Man- | Amount | Man- | Amount | Man- | Amount 
years years | years 
| 
General agency supervision __...........- | 113.2 $1, 024, 368 113 | $1,000,000 | 115 | $1,053, 000 
Consolidated compliance activities. ___.-_- 78.7 | 548, 977 | 73 535, 000 81 | 633, 000 
Voluntary home mortgage credit_.........| 69.9 474, 595 | 72 475, 000 |...... ne ehiaciadecaeiic 
Public works planning advances........-- | 20.0 161, 081 | 54 430, 000 61 505, 000 
Urban renewel programs................-- 376. 1 3, 167, 020 | 470 | 3,885,000 668 | 5,734,000 
Subtotal, salaries and expenses......; 657.9 | 5,376, 041 782 | 6,325,000 925 | 7,925,000 
Defense mobilization functions.._......--- aa Bone 2 ly copeunemal [own enon nen ne- nnn nee 12 | 175, 000 
College housing loans. ................-.-- | §3.9 | 687, 972 135 | 1,100,000 | 206 | 1,700,000 
Public facility loans. ....-........-....--- 13.9| 109, 564 47| °368,000| 57 490,, 000 
Liquidating activities. _...........- — } 40.5 304, 620 26 190, 000 | 27 | 210,000 
Community disposition activities.......-- i 10.3 101, 168 96 650, 000 | 121 | 820, 000 
Se SEE See | 806.5 | 6,579,365 | 1,086 | 8,633,000 | 1,348 | 11,320, 000 
Adjustment for retirement--.............-- eee 338, 635 |--.---.- 450, 000 |.-...--.- (551, 000) 
Total. ....-... <espenen patra KE | 806.5} 6,918,000 | 1,086 | 9,083,000 | 1,348 | 11,320,000 
i | ' 1 } 
Comparison of staffing by organization unit 
Actual, 1956 Estimate, 1957 Estimate, 1958 
Organization unit - | l n 
Positions} Man- | Positions} Man- | Positions}; Man- 
| years years years 
PT ry eet one tT 
Administrator’s immediate office_.......-- | 13 10.8 13 13.0 13 | 12.6 
International Housing Service. -........-- | 4 3. 6 4 4.0 7 6.0 
Racial Relations Service --.........-...-.. 7 6.5 5 5.0 | 5 | 5.0 
Congressional Liaison and Public A ffairs__| 17 15.4 17 13.9 17 15.6 
Division of Plans and Programs------.-.- 29 27.8 33 30. 6 39 | 37.0 
Division of Law_-.-.--- iehgiainmmaraaateadinh | 33 23.5 36 34.5 36 | 35.0 
Administrative Staff Services............- 75 67.9 81 78. 2 90 | 84.9 
CS 0 eee ee | 22 17.8 26 24.5 49 37.8 
General Services Branch...............--- 50 47.8 60 56. 2 | 61 | 59.0 
Division of Compliance. ...............-- | 75 67. 4 | 66 65.0 | 74 71.0 
Voluntary Home Mortgage Credit.....-.- | 65 | 60. 2 65 OB. Cid isnguen haa tlie 
Community Disposition. ...............-- 34 | 6.3 110 84.0 110 106. 0 
Urban Renewal Administration ___._-.... 102 91.9 120 108, 5 133 127.0 
Community Facilities Administration. .--| 50 39.9 65 59. 6 83 | 77.1 
Total, departmental. ...............| 576 491.8 701 640.0 | 717 674.0 
Regional offices (including Puerto Rico): TA ve. o.oo x Et Sep 
Regional administrator. -.............- 19 18.7 | 22 | 20. 4 | 7 | 25. 8 
Community Requirements Brancb- --) 14 13. 4 | 14 14.0 | 19 17.5 
Legal Braneh....................---.- 45 85.2 60 53.9 73 | 70.6 
Administrative Branch __...........-- 42 39.9 51 49.5 | 67 | 63.7 
Community Facilities Branch-__._..-- 19 13.2 30 26.0 39 | 37.2 
Engineering Branch---_.-.........-.--- 30 26.9 60 49.6 90 84.8 
Financial Analysis Branch ---.--...-.-- 26 19.3 34 30. 6 | 55 | 49. 4 
Urban Renewal Branch.-.......----- 162 148. 1 239 | 202.0 | 345 | 325.0 
Total, regional offices. ............-- 357 | 314. 7 | 510 | 446.0 | 715 674.0 
Total positions and man-years..----| 933 a 806.5 cl 1, 211 gs 086. 0 Ry ‘1, 432 1,348.0 














BREAKDOWN OF EMPLOYMENT BETWEEN HEADQUARTERS AND FIELD 


In the headquarters staff you had 472 positions in 1956, you had 
518 positions in 1957, and your request for 1958 is for 578; for the 
field staff it is 357 in 1956, 510 in 1957, and 715 in 1958. 

At this point in the record we will insert the breakdown which 
appears at the bottom of page A-13. 

(The page referred to follows:) 

88278—57—pt. 2——44 
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Recapitulation 


Actual, 1956 


| 





Estimate, 1957 


Estimate, 1958 




















| 
roe Speake aia 
Organization unit | | 
Positions| Man- iia. Man- | Positions; Man- 
years years vee | years 
PRNNNGING GUEEE. hon nnn ennncqesnncconsns 472 Se Peeundeas | SWB: bc cennnhdan 
Field locations: ee ae ae a ae a. 
cba cettee age cestages=- — S lisbeaesenk Ra ial ED tetemenent> 
Compliance staff__._......-...-. wigieetl 15 cet it L-ooncndatt 
Voluntary home mortgage credit...._-| 54 54 | : ; 
Community disposition staff_......-. | 27 104 | 104 
Subtotal Te een roy 183 | | ste Bn: 
Regional office MES acicninee: sesh 357 -| 510 715 
| | an iceetemnauphnes 
Total with field locations.._......--- ie Atv ob | ethan | Wet 
| i 
FIELD OFFICES 
Mr. Tuomas. How many field offices are there? 
Mr. Frantz. That figure is six. 
Mr. THomas. Where are they? 
Mr. Frantz. Fort Worth, Atlanta, New York, Chicago, 


Philadelphia, and San Francisco, and we have an area office in Puerto 


Rico. 


Mr. Tuomas. What is your employment in the Puerto Rico office? 
recall. 
Mr. Tuomas. I thought that was covered under your Atlanta 


Mr. FRANTz. 


office operations. 


It is about 30, as 


Mr. Frantz. No, sir; that is administered under the Washington 


office. 


Mr. THomas. When did that take place? 


Mr. 


Frantz. I believe, perhaps, 2 years ago. 


Mr. THomas. Was it not formerly under the Atlanta office? 


Mr. 


Mr. THOMAS. 


wealth of information which is very 


Frantz. At one time it was; yes, sir. 
These tables are well done, Mr. Frantz. 


well set for th. 


GENERAL AGENCY SUPERVISION 


Mr. Yates. Mr. Reporter, insert the table on page B-5. 
(The information referred to is as follows:) 


There is a 
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Actual, 1956 





Comparison of administrative expenses 


Estimate, 1957 








Estimate, 1958 





























Program activity 
Man- | Amount | Man- | Amount Man- | Amount 

years years years | 

Personal services: 
wepertmontal. . «oS essSke ss cca 96. 2 $709, 427 96.0 $705,000 | 98.0 $701, 200 
Aid iaght haps naseceeseesnseecaee 17.0 113, 146 17.0 119,000 | 17.0 | 117, 800 
I a stand bt inane ebkenu tities } 113.2 822, 573 113.0 | 824,000 | 115.0 819, 000 

Other objects of expense: | 
IR shot teed St nts tries nawsiele | OOS cinnies 45.2608 44, 000 
Transportation of things-..........-..- SOE -lecosbece S000 te cantice 2, 500 
Communication services............-- SE cctanninins 32,300 j........ i 34, 300 
ens Gad UWeleee. os. ............... | SE Boies cuatam Oe 1... 30, 000 
Printing and reproduction .------.---- OG BSF ht Si _ Eee ee 26, 200 
Other contractual services -_.........- Bel Avtdetnnietne TB, C00 Misses. 22, 000 
Supplies and materials................|......-. |) 1S OO he decsens 13, 600 
NR eas Es ohn ones unealcbieh sak ON ce 6,000 |_...---. 7, 000 
Refunds, awards, and indemnities-__-_|_.....-- 1, Ge, fodee~set by WO feiss 1, 700 
Taxes and assessments..............-.].-..-.-- 3 OO hictiiven BOO aiid 1,700 
ani ids bnnih dk Bias bn ooh we skeosdsld Geese 201, 795 |........ 176, 000 |..-....- 183, 000 

Add cost of retirement under Public Law 
854, grants, subsidies, and contributions_.|___.-.-- 1 51, 632 eee 1 52, 000 er, wanes 51, 000 
Total, general agency supervision .| aii eat ‘L, 076, 000. scala 1,052, 000 }........ | 1,053, 000 

i 








1 Adjustment for comparability. 


Mr. Yares. I noticed you went down in 1957 and you want an 
increase in 1958. Is there any reason for that, Mr. Frantz? 

Mr. Frantz. No decisive reason, Mr. Yates. It represents, in 
effect, the diversion of staff time on the part of the Administrator’s 
top staff who work on this agency supervision to other problems 
temporarily during the year. There is no substantial change in this 
activity itself. 

Mr. Yates. There is no significant increase in employment, is 
there? 

Mr. Frantz. That is right. 


ConsoLipATED COMPLIANCE ACTIVITIES 


Mr. Yates. We move over to C-—7 where we have another good 
table showing a comparison of administrative expenses for the last 
2 fiscal years with the proposed one. 

We will insert that table in the record at this point. 

(The information referred to is as follows:) 
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Comparison of administrative expenses 


















































Actual, 1956 Estimate, 1957 Estimate, 1958 
Man- | Amount | Man-/} Amount | Man- | Amount 
years years years 

Personal services: Total, departmental....| 78.7 $477, 784 73 $459, 000 81 $509, 000 
Other objects of expense: | ed hie 
UOTE is apasnneostrassssucs BEE Inwsnceue 50, 000 | .- 60, 000 
Transportation of things-- = : 500 |. | 500 
Communication services. - paaeee EE fewn ase 7, 700 |. 9, 700 
ES Ee TE aliasonia 4, 382 4, 900 5, 500 
Printing and reproduction-.-........-.|....---- 3, 472 3, 600 |_. 3, 900 
Other contractual services-..-._-.--..- he ewe’ RE Dieangens 3, 600 |...---..| 4, 200 
Supplies and materials._ cnisninenieneha tiie dike SE Rise np as BOO. |ensiwawe 3, 000 
Equipment-.--..-.------ dike bala ie 2, 834 |.-..--- 3, 100. |..-c54.2 4, 200 
Refunds, awards and indemnities movie tele i 224 |... BOD bi cnkassaat 500 
Taxes and assessments. -----------.---|- 222 |---- 300 ; 500 
Subtotal... bes ie... as... 76,000 |......--| 92, 000 

Add cost of retirement ‘under Public Law | | | | 
854, grants, subsidies and contributions- -|.--.- 1 30, 023 1 29, 000 | $2, 000 

SS ~~~ — f ——_______4 = 
Total, consolidated compliance ac- 

VN dee eleennc 579, 000 |....-.- 564, 000 633, 000 


i Adjustment for comparability. 


Mr. Yates. Again there is an increase. These are the things that 
curl Secretary Humphrey’s hair. Is there any reason for the increase? 

Mr. Coxe. Yes, Mr. Chairman. I would like Mr. Condon to make 
a very brief statement on that. Mr. Condon is in charge of the pro- 
gram. 

Mr. Conpon. We have found the only way we can base our needs 
in the Compliance Division is on the experience we have developed 
over the couple years since the organization has been organized. 

One of the big factors is that since we have been serving the con- 
stituent agencies in providing them with investigative work primarily, 
their demands have increased as to the scope they desire to cover, so 
they can make the necessary administrative adjudications based upon 
information furnished to them. 

Mr. Yates. Mr. Condon, will you state for the record just what it 
is your division does? What kind of compliance do you deal with? 

Mr. Convon. The Compliance Division can best be described this 
way: It is divided into two main operating branches, the Inspection 
Branch and the Investigations Branch. 

The Inspections Branch is a small organization of about 5 profes- 
sional and 1 clerical, and it conducts quasi-investigative management- 
type surveys and determines basic ally whether programs are conducted 
within the policies and rules and regulations set down and the statutes. 
They detect lack of integrity, and so forth. 


Mr. Yarus. This is within your own organization? 
Mr. Connon. Yes, sir. We report directly to the Administrator. 


The Investigations Branch has more or less a dual purpose. They 
conduct both criminal-type investigations provided by statute—as in 
public housing—and Sialadatudtivs investigations. All of our inves- 
tigations, incidentally, are conducted at the request of either the 


Administrator or the heads of the constituent agencies. 
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SPECIAL INVESTIGATION OF FHA 


Mr. Yares. Was it your division which had jurisdiction over the 
investigation of the section 608 cases? 

Mr. Conpvon. No, sir. The special FHA investigation was done 
by a separate body. The Compliance Division was organized subse- 
quent to the special investigation on October 1, 1954. 

As you recall, the spec ial investigation of FH A was instituted in 
April of 1954. 

Mr. Yares. It is for that type of investigation that your particular 
division was organized? 

Mr. Convon. Not completely. The special investigation was 
related primarily to the problems in the 608 program and title I. Since 
that time we got added jurisdiction and cover those. 

Mr. Yares. You cover them now? 

Mr. Connon. Administrative investigations. Subsequent to the 
investigation of the Federal Housing Administration all of the matters 
that came up, false statements against the Government, those have 
been turned over to the Federal Bureau of Investigation by agree- 
ment. 

TREND OF COMPLIANCE WORKLOAD 


Mr. Yares. What have you found with respect to your workload? 
Is the workload increasing? 

Mr. Connon. Yes. The statistics reflected on the chart would be 
less in number, but in scope they are larger. That is where we have 
the problem in the way of man-hours. 


NATURE OF INSPECTION PROGRAM 


Mr. Yarres. Have you found that any of the branches have not 
been following the policy set down by the Administrator and the 
Agency? 

Mr. Conpon. In some of the inspections, we have, there have been 
misunderstandings. 

Mr. Yates. Where are the deviations in the field? 

Mr. Conpvon. One of the deviations mentioned in the General Ac- 
counting Office report was that there should be better management 
controls in the FHA title I program—in other words, prevent any 
license for illegal activities. 

Mr. Coie. On the inspection side this kind of a problem arises. 
The Administrator has in this Division a tool which he can, for the 
benefit of the constituent agency, determine whether or not a given 
program is being conducted properly policywise. 

For example, we have had an inspection of the disposition program 
carried on by the Public Housing Administration. 

[, as Administrator wanted to know whether or not bids were being 
accepted and accepted properly. I wanted an inspection—an objec- 
tive inspection, not made by the Public Housing Administration itself 
but made by the Administrator’s Offic e, by people not connected with 
the Public Housing Administration, to determine whether or not they 
carry out their policies properly, legally, and within the scope of 
correct procedures. This is the type of thing on the inspection side, 
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Mr. Yartss. Does he have inspection supervision, too, over the 
matters of appraisals by FHA to see whether or not appraisals are 
conducted in a proper fashion? 

Mr. Cotz. He would have in this regard, Mr. Yates—onlv to 
determine whether or not the policies are carried our properly. This 
would be a proper thing for him to do. 

Mr. Evins. A great deal of travel is necessary in this area of your 
work is it not? 

Mr. Connon. Yes. That is one of our big problems. 


EMPLOYMENT IN COMPLIANCE DIVISION 


Mr. Tuomas. I notice on your chart breakdown you have 74 posi- 
tions in the Division of Compliance. This is the 1958 estimate. I 
have a penciled notation that the figure 74 is in error and should be 90. 
Am I right there? 

Mr. Frantz. No, sir. Seventy-four is correct. 

Mr. Tuomas. Where did I get the figure of 90? 

Mr. Frantz. I am not sure, Mr. Chairman. 

Mr. Connon. 81 including charges to administrative and other 
services. The total estimated cost is 81 man-years. 

Mr. Tuomas. That would be 90. That is 90 jobs, then. That is 
what I must have meant. 

Mr. Frantz. 67.8 of those man-years would be contributed by the 
74 positions in the Division of Compliance itself. 

Mr. Tuomas. Insert the narrative at the bottom of page C-6 in the 
record. 

(The information referred to is as follows:) 


ADMINISTRATIVE EXPENSES 


Administrative expenses for consolidated compliance activities are provided 
in the annual ‘‘Salaries and expenses’’ appropriation to the Administrator. The 
budget request for fiscal 1958 is $633,000 compared with the $535,000 available 
for the current year. More than one-third of the increase—$32,000—is to pay 
the costs of the Government’s contribution to the civil-service retirement fund 
as required by Public Law 854. 

The 1958 request is based upon the need for additional professional staff in 
the Inspection Branch as new and expanded programs and activities of the 
Agency get underway during fiscal 1958; and for the Investigation Branch to 
permit the substantial investigative caseload to be processed to appropriate 
conclusion. 


COMPLIANCE EMPLOYMENT IN THE FIELD 


Mr. THomas. How many employees have you in the field for 
Compliance? 

Mr. Conpvon. Nine professional and five clerical. 

Mr. Tuomas. Then the whole Compliance Section has no less than 
100 or 101? 

Mr. Frantz. Those are not in addition to these. 

Mr. Tuomas. You are sure? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. What is the history of this Division? Give us a 
breakdown on it from 1950 through 1958. 

Mr. Cote. The Office of the Administrator had established, prior 
to the time I became Administrator, a Compliance Division, a Com- 
pliance Branch. 

When the President directed 
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FHA SPECIAL INVESTIGATION 


Mr. Tuomas. We gave you 50 jobs, as I remember it, and in- 
creased it to 60 to give you investigative staff for one specific thing. 

Mr. Coz. That was for the special investigations. 

Mr. THomas. How many jobs was that for the special investigation? 

Mr. Cote. It was 608 and Title I: Home Improvement. 

Mr. Tuomas. It was 608, the big multiunits. 

Mr. Frantz. The peak employment was about 124 for that special 
investigative staff. 

Mr. Coie. That was not the Compliance Branch. 

Mr. Tuomas. But that is the nucleus of it. 

Mr. Connon. Prior to the special investigation of the FHA, this 
period we are talking about, the Federal Housing Administration had 
its own investigative staff. The Housing and Home Finance Agency 
had a compliance staff. They were carried on the rolls as compliance 
investigators. 

Mr. THomas. How many of this group are working on the 608 
projects? 

Mr. Connon. At the present time we have approximately 20 per- 
cent of the cases that were developed as a result of special investi- 
gations. 

RESULTS OF INVESTIGATIVE ACTIVITY 


Mr. Tuomas. I got the definite impression you were topheavy in 
this Division. 

An analysis of the 1,648 investigative cases closed during the fiscal year 1956 
reveals more than 1,200 administrative, criminal, and civil actions taken against 
the individuals or firms involved. Monetary recoveries to the Agency and private 
claimants totaled almost $400,000. Almost $100,000 in fines were levied against 
persons and firms convicted. Sixteen persons were sentenced to imprisonment and 
71 placed on probation as a result of criminal actions. 

What part does that play here? This is Justice Department work; 
is it not? 

Mr. Conpon. No, sir. In addition to those, I might add—— 

Mr. Tuomas. Will you explain to me what you folks do in these 
cases? 

Mr. Connon. In addition to these statistics as set forth, we are 
factfinders only. We do not color them with opinions or conclusions. 
It is the constituent agency or the Department of Justice and other 
agencies that make the evaluation. 


ROLE OF COMPLIANCE DIVISION IN CRIMINAL INVESTIGATIONS 


Mr. Tuomas. Tell me about the criminal cases mentioned here. 

Mr. Connon. As you well know, sir, the dockets are just coming 
to fruition. There is an additional workload there. 

Mr. THomas. Sixteen were sentenced to imprisonment and 71 were 
placed on probation. 

Mr. Connon. We still have quite a few cases as the facts reflect. 
a Tuomas. What did the investigative staff have to do with 
this? 

Mr. Connon. We conducted those investigations: Prior to the 
agreement with the Department of Justice that it would accept the 
authority under 1010, we conducted those cases, our staff. In those 
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cases where we did a substantial amount of investigation, the Depart- 
ment felt that rather than have a duplication of effort we would con- 
tinue on in those cases. 

Mr. Tuomas. The Department of Justice is responsible for this 
work, and not you folks. Let us get down to cases. 

Mr. Corts. No; Mr. Chairman. 

Mr. Conpon. We have primary jurisdiction in public housing cases, 
sir. 

Mr. Tsomas. You take it and develop it all the way down? 

Mr. Conpon. And present it to the United States attorney. 

Mr. Tuomas. And the Justice Department is not brought in at all? 
Where is the authority for that? 

Mr. Connon. This is actually pursuant to the letter from the 
Attorney General, sent to the Administrator on April 14, 1955. 

Mr. Tuomas. Delegation of authority to the Administrator? 

Mr. Connon. That is right. United States Code, section 1012, 
responsibility for investigation vested in the Compliance Division of 
the Housing and Home Finance Compliance Division. That is by 
letter of the Attorney General, April 14, 1955. 

Mr. Tuomas. I am not so sure he can delegate that authority. 

Mr. Conpon. Prior to the organization of this Compliance Division 
this type of investigation was conducted by the semaplinnte staff, and 
we presented it to the United States attorney for review as to whether 
he wanted us to continue. 

Mr. Tuomas. Do you go direct to the United States attorney now 
or to the Attorney General? 

Mr. Connon. We present all our cases which have been developed 
to the Attorney General who forwards it to the appropriate United 
States attorney. If he has reason to consider prosecution he calls 
on the compliance investigator who conducted the case. 

Most of these investigations, I might add, which develop into fraud 
cases, are the result of an administrative investigation which has been 
requested by the constituent commissioner. 


STATUS OF SECTION 608 WORKLOAD 


Mr. Tuomas. You have wrapped up the 608 cases; have you not? 
You have been at it for 4 years now. 

Mr. Conpon. So far as 608 cases 

Mr. Tuomas. So the workload is completed? 

Mr. Corpon. It is not, sir. Though statistics reflect about 20 
percent, possibly less than 10 percent have been a workload factor. 
We have been awaiting decisions of the courts in various cases pre- 
sented by the Department. 

Mr. Tuomas. You have not been awaiting court decisions in criminal 
actions? 

Mr. Conpon. No. For instance, take the Shirley-Duke case which 
vindicates the actions of the Administration. That will turn up 
additional 








Mr. Tuomas. Once you have the facts set then you rely upon the 
Legal Division? 

Mr. Conpon. So far as that case is concerned. We have a lot of 
similar cases in the files, and it will have to be determined in what 
category they fall. 
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Mr. Evins. The agency itself would be more expert in having 
knowledge as to the particular practices. 
Mr. Conpvon. I think that is the feeling of the Attorney General. 


LABOR VIOLATIONS 


We also conduct investigations of violations of other false state- 
ments. That is where such violations arise in connection with labor 
standards covering contracts which are federally financed. 

This authority also has been vested in the Compliance Division as 
a result of a letter dated August 26, 1955 from the Attorney General 
to the Administrator which was based on a letter from the Secretary 
of Labor to the Attorney General. 

Mr. Tuomas. What is the law on that now? Are the wage and hour 
provisions applicable for housing? 

Mr. Conpon. Yes; in all multifamily housing, PHA, URA, and all 
CFA activities except college-housing program and the public-facility 
program. 

Mr. Tuomas. What about individual housing units? 

Mr. Conpvon. That is not covered. 

Mr. Tuomas. When was this passed? 

Mr. Convon. As I recall this is pursuant to regulations issued by 
the Secretary of Labor. I don’t know the date. 

Mr. Tuomas. When were these activities made part of the Davis- 
Bacon provision? 

Mr. Frantz. They have been in almost from the beginning. 

Mr. Tuomas. Were the multiunits in from the beginning? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. There was a move afoot a year or 2 ago to include 
individual units. 

Mr. Conpon. Also, Congress has specifically directed FHA to in- 
vestigate allegations of multifamily housing projects being used for 
hotel purposes. Our workload has increased insofar as this jurisdic- 
tion is concerned. 


FIELD LOCATIONS OF COMPLIANCE STAFF 


Mr. Tuomas. Are these people located in the District of Columbia? 

Mr. Conpon. No, sir. We operate more or less on a minimized 
decentralized basis. 

Mr. Tuomas. You got through that pretty fast. 

Mr. Connon. We have 5 regional compliance offices located in 5 
cities. 

Mr. THomas. Name those five. 

Mr. Convon. New York City, Fort Worth, Tex., Los Angeles, 
Chicago, Atlanta. We do not have an office in Philadelphia, which 
is one of our regional centers, because we found 

Mr. THomas. You don’t need one there—they are pretty law- 
abiding folks. 

Mr. Conpon. We can cover it from Washington, D. C. 

Mr. THomas. What is the number of people in each one of the five 
offices? 

Mr. Connon. We have two in all of the offices with the exception 
of Chicago where I am trying to get a man out there. The others 
operate out of Washington. 
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Mr. Tuomas. The other 80? 
Mr. Conpvon. I would like to correct that figure. We have 20 
investigators, as such, on board. 


BACKGROUND OF COMPLIANCE DIVISION DIRECTOR 


Mr. Tuomas. You are the head of the investigative staff? 

Mr. Conpon. Yes, sir. 

Mr. Tuomas. What 1s your background? 

Mr. Convon. FBI, 5% vears, a couple years in the Department of 
the Navy, ONI. I also had the privilege of serving one of the con- 
gressional committees on labor racketeering. I was in charge of 
security investigations, inspector, Office of Enforcement, both in the 
Office of Price Stabilization. 

Mr. THomas. What school did you attend? 

Mr. Conpvon. Providence College and Georgetown Law. 

Mr. Tuomas. How old are you? 

Mr. Connon. 35. 

Mr. Tuomas. Very good. You have it. 

Mr. Connon. Thank you, sir. 


Community Faciuities ADMINISTRATION 
ADVANCES FOR PUBLIC WORKS PLANNING 


Mr. Tuomas. Let us look at ‘‘Public works.’’ Insert D—-1 and 2 in 
the record. 
(The information referred to is as follows:) 


Advances for public works planning—Program highlights 


{In thousands of dollars] 


| Actual, 1956 | Estimate, | Estimate, 








} 1957 1958 

SION staat: es sitalntentiscemiier tnitinenemsapnpeinim mwreinee | 194 490 600 
Net approvals: | 

i cntncnadithab tit. Jt& Stab tetebah bachentdasateeel 74 350 450 

tid. a tet tides chien antigens naninetinkaeenemenstt $1, 561 | $7, 500 $9, 635 
Plans completed: | 

NA. Sd ies bok i dlemab phoh beinibl bbbn wuiddésel 17 | 175 459 

acacia tee $100 | $2, 100 | $8, 720 
SA 8 tld dade daccd duds dodsaseddcbebdsaidesse| docucwabicocet $10 $230 
Revolving fund: 

Pc cwtcagivrnnssghhnsesucbainaneapannng ne ae $10, 000 | $12, 000 $12, 000 

Raia oo enc dc dds bbonins dsddddonpbpeb bug btbelt 3, 000 | 7, 500 6, 000 
Administrative expense: 

Man-vyears...---- sddbidsidectobitbittddddcidebssds didi 20.0 | 54.0 61.0 

as Sieg chaaste-vevespegéronccsadaces spebeceoene $161.1 $430.0 $505. 0 





LEGISLATIVE BACKGROUND 


The program of advances for public works planning was authorized to en- 
courage creation and maintenance of a reserve of planned public works which 
could be readily placed under construction should economic conditions make such 
action desirable, and to assist communities to achieve maximum economy and 
efficiency in the planning and construction of public works. Plans are prepared 
by State and local public agencies using interest-free Federal advances authorized 
by the program legislation. 

Section 702 of the Housing Act of 1954 authorized a 3-year program beginning 
July 1, 1954, and appropriations of $10 million. The Housing Amendments of 
1955 amended section 702 to provide for an expanded program without time 
limitation and a revolving fund authorization ultimately totaling $48 million. 
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The revolving fund authorization will not reach the $48 million level until 
July 1, 1958. Thereafter, the authorization for additional appropriations is 
limited to amounts necessary to maintain a total of $48 million in undisbursed 
balances and outstanding active advances. Repayments of advances deposited 
into the revolving fund will be available for additional advances. 

The following table summarizes the actual and proposed appropriations to the 
revolving fund: 


J Statutory authorization \ ppropriations 
Fiseal year Rat at a ae 
| Annual |Cumulative Annual |Cumulative 
| : : | : 
| Millions Millions Villions Millions 
1955 actual. ‘ ; $10. 0 | $10.0 $1.5 $1.5 
1956 actual. - ‘ ; 10.0 3.0 4.5 
1957 actual. . . fae 12.0 22.0 7.5 12.0 
1958 estimate i ; ‘ sh JS4) 12.0 34.0 6.0 18.0 


The cumulative authorization during the budget year will reach $34 million. 
The budget program assumes the appropriation of an additional $6 million to the 
revolving fund in 1958. This sum, with the anticipated uncommitted balance, 
will finance net commitments of $9 million during the budget year 


NEED FOR ADVANCE PLANNING 


Mr. Tuomas. You speak of evidences of need. Is this tight money 
slowing down vour program? 

Mr. Core. No, sir; it is the contrary. 

Mr. Tuomas. This is interest free money. If they take the money 
and formulate plans and, the plans do not go through, everybody is 
even except the Federal Treasury. Is that it? 

Mr. Cote. That is right. 

Mr. Tuomas. This is the third such program we have had since 
1942. 

Mr. Sewarp. Since 1945, sir. 

Mr. Tuomas. My memory says 1944. 

Mr. Spwarp. Either 1944 or 1945. 

Mr. Tuomas. You state this: 

A survey conducted in 1955 by the Bureau of Census for the Council of Economie 
Advisers revealed that out of some 4,000 State and local governments reporting, 
almost 80 percent lacked the funds to finance plan preparation for projects repre- 
sented in a master plan or capital budget. 

They have no money and they come to the Federal Government, 
and we start the program. Is that it? 

Mr. Cone. Yes, sir. 

Mr. Tuomas (reading): 

In May 1956, the Department of Commerce reported that capital investment in 
public water supply facilities had to be increased from the current $22.8 billion 
to $35.7 billion by 1976 if needs are to be met. 

Applications received to date clearly reflect these national needs for water, 
sewer, and sanitation facilities. 

We can certainly build up a good case when we give free money, 
can’t we? 

Mr. Jonas. There is a community in my district named Valdese, 
settled by Waldensians who came to this country at about the turn of 
the century. Most of the people still speak with an accent. They 
have developed, however, a thriving community, manufacturing, 
farming, and so forth. 


: 
i 
| 
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When this bill was passed I knew they needed a filter plant. I 
sent them a copy of the bill and kept in touch with them asking if 
I could be of any help in putting them in touch with the proper | 
officials to obtain help in building their filter plant. 
When I was in the district in 1955, I was taken out by the mayor 
and his board of commissioners to see their new filter plant, which 
is modern in every respect. People come from all over our State 
to look at it. 
I asked them if they used any Federal funds in planning or building 
their plant. They said no; they talked it over among themselves 
and decided that they were going to drink all of the water that was 
. filtered there and they sot build their own plant, so they floated 
| a bond issue of $650,000 and built their own filter plant. 
I would like that statement to appear in the record to show you 
what one community of first generation Americans who believed in 
standing on their own feet 
Mr. eetoa. And it is paid for. 
Mr. Jonas. What they can do by standing on their own feet. 
Mr. Tuomas. More power to them. Is that in your district, Mr. 
Jonas? 
Mr. Jonas. Yes, sir. 
Mr. Tuomas. They are fine people in more ways than one; aren’t 
they? They know a good Member when they see one. 





ADMINISTRATIVE EXPENSES 


Let us insert the table on D-9 in the record. It shows the amount 
of money involved. 
(The information referred to is as follows:) 


Pusiic WorkKs PLANNING ADVANCES 


Comparison of administrative expenses 


















































Actual, 1956 Estimate, 1957 | Estimate, 1958 
Program activity oe 
Man- | Amount | Man- {| Amount | Man- | Amount 
years years | years | 
sosisinntaetieinaatoatihie re sa aacemmaninenges 
Personal services: 
SERIIOMIII. . 30. cen enncceennasnse | 87 $141,000 | 26.0 $172, 000 
i eaiiinl hadasmwebemiiinompeleb ons 11.3 219, 000 35,0 228, 000 
eS eee ee ee | 
i tipthiGhetdbatacieeacceeatabouan | 20.0 360,000 | 61.0 _ 400, 000 
= SS = — | 
Other objects of expense | 
Sl etbeténnncannsestne 25,000 |.---.-..- 28, 000 
Transportation of things LMG to wcwciose 1, 400 
Communication services SO hi ccacces 12, 100 
Rents and utilities....... 4,300 |.......- 12, 700 
Printing and reproduction. 1, C00 Bidée cies 7, 500 
Other contractual services. 7, 700 aia 8, 000 
Supplies and materials.... ED ES neraihnce 3, 100 
ED Shai ake eons. soncseelesemecan 10, 000 }.......- 6, 500 
Refunds, awards, and indemnities--...|.......- 100 |_..... as 300 
"TOMS OG GRSURTIGIIE... 2.0. cccncccccclenscecke 300 dil rs 400 
tht ldendtddbankntctibeawnicdtbasdacce 70,000 [....5-.. 80, 000 
Add cost of retirement under Public Law 
854 grants, subsidies, and contributions-|-.....-.- 
Total, public works planning ad- ar che | vUTY 
NU cei i oie Blauttiattin tele atamank 170,000 |........ 452, 000 |.......- 505, 000 





1 Adjustment for comparability. 
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Mr. Tuomas. You go from $452,000 to $505,000 in 1958. 
You had 20 people in 1956 and jump to 54 in 1957, and you want 
to goup to61. What about the workload? 


WORKLOAD DATA 


You show 194 applications received for 1956. Where is the work- 
load for 1957 and 1958? 

Mr. Frantz. D-1 is the best summary. 

Mr. Tuomas. Yes, that is already in the record. ; 

Applications received, 194. This is for all types. It jumps from 
490 to 600. 

What does that figure for 1957 indicate as of most recent date? 

Mr. Frantz. We had received 177 through December 31. 

Mr. 'THomas. You estimate 490. You guessed at that, did you not, 
and you missed your guess ¢ : 

Mr. Frantz. We projected that estimate on a quarterly increase, 
and while we have only—— 

Mr. Tuomas. Dollarwise what does it look like? 

Mr. Frantz. For the 177 cases? 

Mr. Tuomas. Yes, dollarwise. 

Mr. Frantz. I haven’t a dollar figure. 

Mr. THomas. How much are you asking for this year ? 

Mr. Frantz. $7.5 million in approvals, 

Mr. Tuomas. You want $12 million this year for the program? 

Mr. Frantz. No, sir—$6 million in new appropriations. 

Mr. Tuomas. What is the unexpended balance? 

Mr. Frantz. As of December 31 we have about $8 million unex- 
pended from previous appropriations. 

Mr. Tuomas. This is a no-year appropriation ; is it not? 

Mr. Frantz. Yes, sir. 


UNEXPENDED BALANCE 


Mr. Tuomas. What was the unexpended balance at the end of 1956? 

Mr. Franz. At the end of 1956, and I have to do this by memory, 
it would have been about $3 million. 

Mr. Tuomas. Check your records. We want to give you every cent 
you need, but if you have $4 million or $5 million available to you 
there is no need of appropriating additional money. That is my point. 
It seems you have $5 million or $6 million you don’t need. 


STATEMENT OF THE COMMISSIONER OF THE COMMUNITY FACILITIES 
ADMINISTRATION 


Mr. Hazerine. Before we go further with the separate programs, 
Mr. Chairman, I would appreciate having inserted in the record a gen- 
eral statement dealing with Community Facilities Administration 
programs and workload. The statement will give the committee a 
cheaper picture of certain aspects of our program operations and work- 
oads. 

Mr. Tuomas. Summarize it. 

Mr. Hazevtine. It is quite detailed. I can read it. 

Mr. Tuomas. Go ahead. 

(The statement referred to is as follows:) 
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STATEMENT OF JOHN C, HAZELTINE, COMMISSIONER, COMMUNITY FACILITIES 
ADMINISTRATION, HOUSING AND HOME FINANCE AGENCY 


ORGANIZATION AND STAFFING 


The Community Facilities Administration is a constituent unit of the Housing 
and Home Finance Agency. The CFA staff is located in Washington, and is 
divided into three groups; the technical branches responsible for the legal, fi- 
nance, and engineering aspects of the programs; the program branches con- 
cerned with the policy development for, and operation of specific programs, and, 
third, the management staff. 

Other units of the Office of the Administrator perform services for CFA and 
its programs in such work areas as investigations, accounting, audits, and general 
administrative services. 

The bulk of the detailed program operations is conducted in the field, and 
performed by the six Housing and Home Finance Agency Regional Office staffs. 


PROGRAMS 


At this time CFA has 3 active programs and 6 in liquidation. In addition, 
CFA performs technical services for the school construction program under an 
agreement with the United States Office of Education. All of the active pro- 
grams have one common factor; they involve Federal financial assistance for 
the planning and construction of specific public works of all types by local 
public agencies or colleges. Except in rare instances CFA does not deal with 
State units. Federal agencies are not eligible for assistance under any CFA 
programs. The individual programs are briefly described below. 


1. Advances for public works planning (Sec. 702, Housing Act of 1954, as 
amended by the housing amendments of 1955) 


Funds are advanced to local public agencies to finance planning of specific 
public works. Advances are interest-free and become repayable only when 
construction of the planned projects begin. 

The estimates request the appropriation of $6 million of program funds for 
advances during fiscal year 1958, and $505,000 for fiscal year 1958 administrative 
costs. 


2. College housing loans program (Title IV of the Housing Act of 1950) 

Interest-bearing loans are made to institutions of higher learning to finance 
construction of dormitories, dining halls and other service facilities. No assist- 
ance is provided for construction of direct educational and administrative facili- 
ties. Loan funds are obtained by borrowing from the Treasury. The borrowing 
authority is currently $750 million. 

The act provides that funds so borrowed may be used for administrative ex- 
penses at annual levels approved by the Congress. Thus, the estimate now before 
this committee requests authority to use $1.7 million for fiscal year 1958 adminis- 
trative costs. (An increase in the borrowing authority will be proposed in the 
legislative program for 1957.) 


8. Public facility loans program (Title II of the Housing Amendments of 1955) 

Interest bearing loans are made to State and local governments or their agencies 
to finance construction of specific public works. Loan funds are obtained by 
borrowing from the Treasury. Administrative costs also are payable out of 
such borrowing, but are subject to annual limitations in the Independent Offices 
Appropriation Act. 

The estimates request authority to use $490,000 for fiscal year 1958 administra- 
tive costs. 


4. School construction program (Public Law 815, as amended) 


Under an agreement with the Office of Education HEW, CFA is responsible 
for supervision of the planning and construction of schools after application 
approval by the Office of Education. The estimates for this program are pre- 
sented by the Department of Health, Education, and Welfare rather than by 
HHFA., 


5. Liquidating activities 

CFA is responsible for liquidating work on the six programs listed below. All 
these programs are included within the revolving fund for liquidating programs 
established by the Congress in the Independent Offices Appropriation Act, 1955. 
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Administrative costs are far below the collections of repayments which are re- 
turned to the Treasury. 

Alaska housing 

Prefabricated housing loan program 

War public works 

Defense community facilities program 

First and second advance planning programs 


ANALYSIS OF WORKLOADS 


The estimates before the committee request administrative funds for CFA’s 
three major programs and the liquidating activities. 

In the justification these programs appear separately. Since the adminis- 
trative funds requested under all the programs support one staff, this statement 
discusses certain overall aspects of the total workload and total administrative 
cost for the college housing, advances for public works planning and the public 
facility loans programs. 

Review of the hearings for the past several years has shown that workloads 
were discussed almost entirely in terms of new applications. It has perhaps 
not been sufficiently brought out that in the college housing and public facility 
loans programs processing continues on a project for 1 or 2 years or even longer 
after application approval, and that a large load of new applications in 1 year 
means increased work for at least the following 2 years regardless of develop- 
ments with regard to new applications. 

This is very important because right now CFA is running into a huge increase 
in postapproval work resulting from the 1956 flood of college housing applications. 
The same is happening in the public facility loans program but at a lower rate. 

Upon approval, each application becomes a double workload item; that is, a 
construction project and a bond issuance case. The regional office reviews con- 
struction plans and specifications to assure observance of the conditions of the 
loan approval. This involves such matters as the scope and capacity of the 
project, total estimates cost, economy of design, and eligibility of the facilities 
included in the project. Other engineering work includes review of the bidding 
for, and awarding of construction contract, changes of plans during construction, 
and participation in the final inspection and project completion and acceptance. 

Similarly, after application approval, the regional office immediately begins 
work with the applicant on development of the bond indenture or resolution, 
preparation of the actual bond, advertising and bidding for the bonds, and in- 
spection and purchase of the bonds awarded to the Government. 

The regional office also ascertains that the applicant is establishing required 
accounting systems, obtaining insurance and otherwise complying with those 
terms of the loan agreement which remain in effect until the loan is fully repaid. 

There has been initiated a system of annual review of each outstanding loan 
for which CFA holds bonds, for the purpose of protecting the Federal investment. 
Experience to date clearly shows that such review can discover conditions which 
might result in a default if not corrected. Thus, loan servicing permits timely 
efforts by the regional office and the applicant to solve the problem and prevent a 
default. 

Shown below for the college housing program are the comparative volume of 
net applications and of the post-approval work by construction projects and bond 
issues during the budget period. (The figures are taken from various tables in the 
college housing estimate in the justification. ) 




















| 
| 1956 =| = «1957 1958 
| 
Application processing: 
Preliminary applications received_.. -_-.-- | 389 390 390 
Full applications received... . | 209 | 340 315 
BARE In cicdntenStignhdcidedetanatinad | 120 | 285 285 
Post-approval workload: 
Construction projects: : 
eS kT TS ES.. RTES ES eal dl 88 | 144 | 226 
PUN EN FE SET Ri ep cca ncn ehadbenaateecsaeuns 88 173 194 
Total underway during fiscal year. .....-.....-.--- 176 | 317 | 520 
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BOND ISSUES 


(Caseload will be very close to the construction project load shown above, 
with the same increases in volume. ) 
The table shows that although the estimated receipts of new applications are 


expected to remain stable, the postapproval workload rises in both fiscal year 
1957 and fiscal year 1958. 

The full impact on postapproval work of the 1956 application load for college 
housing will be reached in the last quarter of fiscal year 1958, or, more likely, 
in early fiscal eyar 1959. At that time the number of construction projects and 
bond issues underway will reach annual levels which will continue as long as 
new fund reservations remain near the annual rate of $250 million. 

The same general conditions will prevail for the public facility loans program, 
though of course at a much lower level. 

Such postapproval work is important to both the committee and ourselves 
because the increase of funds which the committee approved for us last year 


and the lesser increase requested for 1958 are predominantely needed for such 
postapproval work. 


The major part of the increase in administrative funds during the current 
year and that requested for 1958 will be allocated to the regional offices, where 
the processing workload, both preapproval and postapproval, has its main im- 
pact. However, the increasing volume of program activity in both application 
processing and in postapproval work is increasing the load borne by the Wash- 
ington office as well. The policy problems and special cases resulting from 
larger program volumes, as well as the heavier work in such matters as program 
guidance, audits, personnel, overall accounting and reporting, are requiring the 
limited increase in departmental staff shown in these estimates. 

Mr. Tuomas. I think all that is set out in the justifications. The 
workload really is accumulating. If you start 50 presen this year 
you will have accumulated projects for 1956 and 1957. 

Mr. Haze.rine. I wanted to set this up for you so it can be under- 
stood. 

Mr. Tuomas. You refer only to the administrative expense because 
the field expense is paid by the project itself. 

Mr. Hazextine. Yes, that is the nonadministrative expense. 

Mr. Tuomas. What items of administrative expense are burdensome 
after you get the project off the ground ? 

Mr. Hazextrne. After the approval is made, we have a large por- 
tion of the legal expense, the preparation of the bond indenture, and 
that sort of thing, for purchase of the bonds. 

Mr. Tuomas. We figured that when you approved a project you had 
the legal work done, had approved the bonds and approved every- 
thing before the dirt started to fly. 

Mr. Hazexiine. No, sir. The approval of the project is the one 
which is taken care of by the finance people and the original legal 
investigation. The actual bond purchasing comes at a later date. 

We then also have the necessary engineering reviews while the 
project is under construction, changes of plans, and so on, and that is 
taken care of administratively and it 1s not part of the project 
inspection. 

EXPERIENCE IN PROJECT FAILURES 


Mr. Evins. What has been the experience of the Administration 
with respect to unsuccessful programs? How successful have you 
been in going forward with the projects after the application has been 
approved? How many failures have there been ? 

Mr. Hazettrne. In the college housing program, our public facility 
(eo program and our advance planning program we have had no 

ailures. 
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Mr. Evrns. I was speaking of grants to communities. When you 
make a grant to a community for community improvement, what is the 
situation ? 

Mr. Hazevrine. Those are the liquidating programs of War Public 
Works and Defense Community Facilities which are no longer active. 

Mr. Cote. Off the record. 

( Discussion held off the record.) 

Mr. Hazevtrne. Under advance planning—— 

Mr. Tuomas. You testified 50 percent. 

Mr. Hazeitine. Those were the two liquidating, first and second 
advance planning programs. Those are the ones where we are at- 
tempting to collect the money put out in 1946 and 1951. If I under- 
stand this correctly, you are asking about the ones which have been 
withdrawn under the new program. 

Filed in 1957, for instance, there were 253 advance planning cases 
for a total amount of $8,424,000, and withdrawn from those were 41 
for a total of $538,000, and the net approval 

Mr. Evins. Do you state that approximately 50 percent of the loans 
for community facilities have fallen by the boards? 

Mr. Hazeitrnz. No, sir. 

Mr. Evins. How many have? 

Mr. Hazeutine. The 50 percent we mentioned was in the liquidat- 
ing program on first and second advance planning which have not been 
in active operation since 1951. 

Mr. Coir. What is the percentage of those withdrawn ? 

Mr. Hazettine. Of the ones which we are now acting on? I would 
say—I don’t have it in a percentage figure—that in fiscal year 1957 


up to this time 253 cases are applied for and 137 are estimated to be 
the net approval. That doesn’t mean failure; it merely means that 
the applicant has decided somewhere along the line he does not need 
the Federal planning money. 


LEGAL SERVICES IN COLLEGE HOUSING 


Mr. Jonas. Did I understand you to say that in the college housing 
program you provide legal services ¢ 

Mr. Hazerrrne. Yes, sir. They retain their own bond counsel 
but our people go over it for our protection. 

Mr. Jonas. How many people do you have to do that on the legal 
staff ? 

Mr. Frantz. I can give you that in a moment. 

Mr. Tuomas. We are coming to it, Mr. Jonas. 

Mr. Jonas. Is it necessary to maintain a big legal staff to supervise 
these bond issues ? 

Mr. Hazeuttne. We do not maintain a large legal staff. We have 
a chief counsel with three assistants. 

Mr. Tuomas. Let us confine this to the advance planning program. 
You have no jurisdiction over the cities and towns and you have 
nothing to say about their bond sales? You don’t even attempt to tell 
them how to finance unless they ask you? 

Mr. Hazevtine. Speaking of advance planning; no, sir. 

Mr. Tuomas. Let us not mix that program with the college housing 
program. That isa different proposition altogether. 


R8278—57—pt. 2——45 





1558 


AMOUNTS AUTHORIZED AND APPROPRIATED 


Let us look at the community facilities program for waterworks and 
sewer systems. 

The authorization was $12 million in 1957. You show $12 million 
cumulative. Of that amount how much is uncommitted ? 

Mr. Frantz. As you pointed out here, we have had an authoriza- 
tion for appropriations up to $22 million, of which only $12 million 
has been appropriated. 

At the end of 1956 the cash balance was a little over $4 million, 
but of that—— 

Mr. Tuomas. And you had only four and a half. You have $4 
million of the $4.5 million at the end of 1956? 

Mr. Frantz. Yes. 

Mr: Tuomas. What does it show as of January 1 or some recent 
time? You have about 11 or 12 million dollars? 

Mr. Hazevttne. As of February 1 the figures look like this: Limita- 
tion $7,500,000 up until the 30th of June of this year. Net approvals 
during 1957 to February 1 are $3,120,500. That leaves a balance 
of 

Mr. THomas. You had appropriated $12 million through 1957. As 
of today how much of that $12 million do you have committed ? 

Mr. Hazextine. For this fiscal year we have a ceiling of $7,500,000 
and we have actually committed 3 million 

Mr. Tuomas. Who set the ceiling ? 

Mr. Sewarp. Bureau of the Budget. 

Mr. Franz. That is not quite right. Let me see if I can clarify 
these figures. We carried over a free balance into this year of ap- 
proximately $3 million. 

Mr. Tuomas. All right. 

Mr. Frantz. Congress appropriated an additional $714 million. 

We estimate we will complete approvals of about $714 million this 
year, which would leave $3 million to carry into 1958, and we esti- 
mate approvals in 1958 of $9 million—which would require the $6 
million in new money we are asking for plus the $3 million carryover 
from this year. 

Mr. Tuomas. You are asking for $12 million and you need only 
$9 million for this year? 

Mr. Frantz. Weare asking for $6 million, sir. 

Mr. Tuomas. That is right. Your estimate is $12 million and that 
is made up of the $9 million plus the $3 million carryover? 

Mr. Frantz. Estimated approvals; that is right, sir. 

Mr. Tuomas. You will do $12 million worth of work but you want 
$6 million ? 

Mr. Frantz. There is an additional $12 million authorized to be 
appropriated in 1958, of which we are asking for only $6 million. We 
estimate we will do $9 million worth of business, financed with the 
$6 million of new appropriations and the $3 million carried over. 

Mr. Tomas. Why do you estimate $12 million, then ? 

Mr. Franz. We don’t have an estimate of $12 million, Mr. Thomas. 

Mr. Tuomas. It is an authorization, and that should be 

Mr. Frantz. That is an authorization in the basic statute which 
started with $10 million and then authorized additional appropria- 
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tions on a fiscal-year basis up to a maximum of $48 million, which 
will not be reached until fiscal 1959. 


WORKLOAD IN NEW APPLICATIONS 


Mr. Tuomas. Where do you set out the workload for 1958 ? 

Mr. Franz. Pages D-1 and D-5. 

Mr. Tuomas. What is the nature of the 490 applications received 
for this year and the 600 you set out for next year? 

Mr. Hazevring. 600 is expected to be reached next year on the basis 

of the acceleration per month we are now experiencing. 

Mr. Tuomas. But you estimated 490 applications - for this year and 
up to February 1 you have only 170. You will have to do 50 percent 
better than you did in the first 7 months to do that. 

Mr. Hazevtrne. We expect to do that. 

Mr. THomas. What do you base that on ? 

Mr. Hazrurine. In January we received $834,000 worth of appli- 
cations. 

Mr. THomas. What is the number of applications? 

Mr. Hazrurtne. I haven’t that figure in numbers. I can supply it 
for the record. The numbers have been a little less than we estimated 
and the amount per advance has been a little bit greater, so it comes 
out about the same. 

Mr. Tuomas. You are not concerned with amounts now, but with 
numbers. You are dealing with numbers now, and the cities are con- 
cerned with the dollars. 

Mr. Hazettine. That is correct; but there is approximately the 
same workload we have established all the way along in getting out 
these amounts. 

Mr. Tuomas. You say the number of applications fell off to less 
than you anticipated ? 

Mr. Hazetine. The number of cases; but the amounts have been 
greater and have cost us more time in looking at them. I have here 
the actual cases filed. In November there were 42; December, 49; 
and January jumped to 76. 

Mr. Tuomas. How many did you anticipate in January? 

Mr. Hazerttne. We anticipated a lesser increase than from 49 
to 76. 

Mr. Tuomas. I thought you said it was a lesser amount than you 
anticipated. 

AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, will the committee please come to order? 
Urpsan Renewat ADMINISTRATION 


Let us take a look at one of your biggest programs, urban renewal. 

Mr. Hazeltine, I am a little bit distur ‘bed about this morning, be- 
cause we had not the slightest intention of slighting your commis- 
sionership. We thought ‘the Administrator covered those programs, 
Any time, we start into a program without giving the Commissioner 
an opportunity to say something, we want him to speak up. 

Where is the Commissioner of ‘the urban-renewal program ? 

Mr. Sretner. I am Acting Commissioner, sir. 
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Mr. Tuomas. You are the man we are looking for. 
Mr. Srerner. Yes, sir. 
Mr. Tuomas. Mr. Steiner, did you want to say anything? 


GENERAL STATEMENT OF THE COMMISSIONER OF THE URBAN RENEWAL 
ADMINISTRATION 


Mr. Sterner. Well, I have a statement, sir, that I will be glad to read 
or offer for the record, as you wish. 

Mr. Tuomas. You may put it in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF THE ACTING URBAN RENEWAL COMMISSIONER, URBAN RENEWAL 
ADMINISTRATION, HOUSING AND HOME FINANCE AGENCY 


Mr. Chairman, I am grateful for the opportunity to add briefly to the-diseus- 
sion of the 1958 budget estimates for the Urban Renewal Administration con- 
tained in the overall budget statement of the Office of the Administrator. 

Under delegations from the Administrator, the Urban Renewal Administration 
carries major responsibilities for three Federal programs: 

(a) The program of urban renewal projects. 

(b) The program of demonstration grants to assist in the development and 
dissemination of urban renewal techniques. 

(c) The program of matching grants for urban planning assistance. 

To carry out these programs, this budget requests $5,734,000 in administrative 
expenses as compared with the $3,885,000 estimated for 1957. The great bulk of 
this inerease will be used to strengthen the field staff for these programs so that 
they will be in a position to render assistance to localities at the level needed 
for carrying out the intent of Congress in an expeditious manner. 

The central office staff of the Urban Renewal Administration formulates and 
issues the policies, standards, and procedures governing the conduct of the 
three programs; makes final determination of the Federal financial assistance 
to be made available to local projects: and provides continuous trining and gen- 
eral and technical supervision to urban renewal personnel in the agency’s field 
offices. The central office staff further analyzes the progress of urban renewal 
projects and based upon the experience gained from this and daily contact with 
regional offices establishes annual program goals and objectives. Through 
actual visits and correspondence, central office staff are consulted by the regional 
staff and participate in resolving local program problems of exceptional difficulty 
or complexity. The central office also administers directly the demonstration 
grant project program. 

Overall services supporting the urban renewal staffs in the central and regional 
offices are provided by various units in the Office of the Administrator. In addi- 
tion, urban renewal program operations are closely coordinated by the Adminis- 
trator to related programs of FHA, FNMA, and PHA. 

The majority of agency personnel involved in the urban renewal programs are 
located in the agency’s regional offices. Such personnel carry the burden of 
day-to-day contacts with municipalities and technical review and processing of 
applications from local public agencies for urban renewal assistance from the 
Federal Government. The contacts with localities involve the furnishing of 
technical and professional assistance on a large variety of problems that arise as 
communities initiate and carry forward the planning and execution of projects 
under one or more of the three urban renewal programs summarized above. 

Additional community visits by regional office urban renewal personnel arise 
when technical assistance is requested for local efforts to develop and implement 
the workable programs required as a prerequisite for Federal urban renewal 
assistance under the terms of the 1954 act. Contacts of this type will be more 
extensive in fiscal 1957 and 1958, partly as a result of the recent legislation re- 
establishing workable program requirements in connection with contracts for 
additional low-rent housing projects. The agency recognizes an obligation to 
respond to requests for such assistance, in keeping with the urban renewal service 
authorized in the Housing Act of 1954. 

The financial assistance aspects of the programs of the Urban Renewal Admin- 
istration have already reached impressive levels and substantial increases are 
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anticipated under our current estimates. At the close of December, cumulative 
financial assistance contracts to slum clearance and urban renewal projects 
embrace $29.1 million in advances for the planning of well over 400 projects, 
$234.6 million in temporary loans to provide financing for execution activities of 
99 projects, and $219.1 million in capital grants representing the Federal con- 
tribution to the net costs of 124 projects. The estimates anticipate that these 
totals will rise markedly by the close of the budget year: to $47 million in the 
case of planning advances, $667 million in the case of temporary project loans, 
and $605 million in the case of capital grants, 

Parallel increases are contemplated in the levels of assistance contracts for the 
two other, newer programs of the Urban Renewal Administration. On December 
31, some $1 million in contracts had been executed for demonstration projects, and 
$1.4 million had been executed for urban planning assistance to small cities and 
metropolitan and regional areas. Under the estimates, these totals are expected 
to increase by the close of the budget year to $2.6 million and $6 million, re- 
spectively. 

The estimated increases in assistance contracts are stressed to illustrate the 
expectation that the new programs and modifications introduced in the Housing 
Act of 1954 have resulted and are expected to continue to result in a steady ex- 
pansion of local urban renewal efforts. In all, some 433 urban reneval projects 
were approved for planning or execution as of December 31. These projects were 
located in 33 States, the District of Columbia, Alaska, Hawaii, and Puerto Rico. 
Some 139 of the projects are located in 118 cities which entered the urban renewal 
program only since enactment of the Housing Act of 1954. Some 19 demonstration 
projects had already received approval. In addition, under the urban planning 
assistance program, approval had been given for 28 projects involving assistance 
for 242 small cities and for 24 other projects involving planning in as many 
different metropolitan and regional] areas. 

Yet it is significant that, in at least one major program area, the actual rate 
of program participation is apparently outracing previous estimates. At this 
time a year ago, it was estimated that 51 urban renewal projects might be ap- 
proved for planning in fiscal year 1956 and 80 in fiscal year 1957. In actual 
fact, localities initiated the planning of 99 projects in fiscal year 1956. On the 
basis of that experience, the 1957 budget estimate of new urban renewal projects 
was increased by a full 25 percent—from 80 to 100 projects. Nevertheless, there 
had actually been approved against this revised estimate 75 projects in the first 
6 months of the current year, and a considerable number of additional applica- 
tions were under review and processing in the regional offices or in the central 
office. Thus, there is every reason to conclude that the new project applications 
in fiscal year 1957 will again show that American communities are prepared to 
initiate projects aimed at local slums and blight in a volume much greater than 
was anticipated. 

This substantially increased volume of project applications has severely 
strained urban renewal staff resources required to assure the expeditious and 
proper processing of the entire workload. With the presently available staff, it 
has been extremely difficult to furnish to communities the urban renewal serv- 
ices incidental to development and preparation of workable program submissions, 
and to supervise and furnish guidance for local urban renewal project activities. 

Pressure upon the urban renewal staff in connection with the initiation of new 
local urban renewal projects is expected to increase in the budget year. The 
program estimates contemplate that some 120 new projects will be approved in 
fiscal year 1958. But experience has demonstrated it is not sufficient for the 
Federal Government merely to provide advances to finance the planning of local 
projects. Communities require technical and professional assistance in develop- 
ing the plans for project undertakings—plans covering complex problems of 
scheduling the relocation of displaced families and businesses, formulating the 
program for the rehabilitation or redevelopment of project areas, and arranging 
for the financing of the project. Assistance from urban renewal staff technicians 
is indispensable—particularly for the smaller, inexperienced communities that 
have only recently initiated urban renewal projects—to assnre the development 
of soundly conceived, feasible project undertakings. With 371 local projects 
expected to be active in the planning stages in the budget year, demands for 
technical assistance in connection with project planning can be expected to ex- 
ceed the resources available under present staff limitations. 

As a result of attempting to keep pace with the demands of localities filing new 
applications, urban renewal staff resources have been unable to respond ade- 
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quately to another type of demand for assistance. This is the demand of locali- 
ties for technical and professional assistance to work out the solutions to the 
complex and difficult problems involved in project execution. Such problems 
as the assembly of large parcels of land from many scattered owners; the re- 
location of hundreds or thousands of families and business concerns; and the 
disposition of cleared land to private redevelopers for the erection of modern 
residential, commercial, and industrial structures are beyond the range of the 
type of problem normally faced by municipal agencies. As a result, when new 
communities are faced with such problems for the first time, they frequently 
move very slowly and very cautiously unless they can obtain the necessary 
advice and assistance from the experienced urban renewal staff. 

Additional problems can be expected in the budget year, as there appears in 
the execution stage a significant number of projects involving rehabilitation 
and conservation activities in addition to the activities involved in the clearance 
projects that have characterized the most advanced projects up to this time. 
And still further pressure on the urban renewal staff arises and will arise under 
the 1956 act amendments authorizing relocation payments to individuals, fami- 
lies, and business concerns displaced as a result of slum clearance and urban 
renewal project operations. In reviewing the estimates of projects moving 
ahead into execution stage as projected for this fiscal year, it is apparent that 
the actual rate of progress to date has been slower than anticipated. It has 
proved that the attention required from the urban renewal staff during the final 
stages of project planning and throughout execution is considerably greater than 
was originally recognized. It has been difficult, however, to give adequate at- 
tention to this phase of project activity because of limited staff and its pre- 
occupation with the heavy load of planning applications for new projects. A 
concerted effort is being made now to accelerate progress for projects in execu- 
tion or well advanced in planning. This can be done, however, only by deferring 
action on some planning applications which will constitute a backlog of such 
work when fiscal year 1958 commences. It is essential that staffing be adequate 
to take care concurrently of both new applications and the matters encountered 
in the more advanced stages of projects. Failure to do so will result in con- 
tinued delays and additional costs to both the Federal and local governments. 

Although the Federal program was not launched until early in 1950, and took 
its present form only since the Housing Act of 1954, much useful operating ex- 
perience has already been gained and is being applied. The Agency has made 
and is continually striving to make progress in improving and simplifying 
procedures and requirements. Nevertheless, it appears that the urban renewal 
staff, particularly the field organization, must be strengthened to permit the 
Agency to keep pace with the tremendous upsurge in urban renewal programs 
being launched by American localities as well as to facilitate the orderly and 
economical progress toward completion of projects initiated in earlier years. 


Mr. THomas. Will you summarized the statement for us? 

Mr. Sterner. Well, basically, the Urban Renewal Administration 
is operating three programs: The program of title I projects, urban 
renewal projects which involves slum clearance and rehabilitation and 
conservation, and a program of urban planning assistance which is 
assistance to State planning agencies to help them aid small cities; 
also assistance to regional and metropolitan planning agencies and 
finally, a smaller program of demonstrations grants. 

Those are the three programs. 

I think, perhaps, the most impressive factor in these programs is 
their tendency to growth; the very considerable interest, and increas- 
ing interest, among cities in the program, and the increasing number 
of applications, particularly for title I urban renewal proiects. 

These applications have outstripped estimates for the last fiscal year, 
and for the current fiscal year they are coming in at a rate which out- 
strips the estimates. This means that we have had to have our staffs 
give a great deal of attention to this new business, making it very 
difficult for us to give full and adequate attention to the old business 
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and to move sufficiently rapidly, plus the fact that in reanalyzing our 
workload and our essential functions, we now come to recognize that 
it is necessary to do considerably more work during the execution 
phase of the projects than we had previously thought would be nec- 
essary. These two facts—the fact that we have to do more work in 
connection with projects which are under execution and the fact that 
the new business is coming in at a faster rate than anticipated— 
make it very imperative, we think, in 1958 to try to get properly staffed 
to deal with the old business and with the business which is in the pipe- 
line and with the business which we would like to see move faster 
toward a completion. 

I think that is a brief summary of some of the main points in the 
statement, Mr. Chairman. 
Mr. Tuomas. Mr. Commissioner, that was a very nice statement. 


PROGRAM HIGHLIGHTS 


Mr. Reporter, will you put the table on page E-1 in the record at 
this point, and follow it with the narrative which appears on pages 
E-2, E-3, E-4, and E-5? 

These tables are simply astounding. 

(The pages referred to follow :) 


UrsBAN RENEWAL PROGRAMS 
Program highlights 
[Dollars in thousands] 














1956 actual | 1957 estimate | 1958 estimate il 
Workable programs: 
CATER ar asacasgrgtcegasckeccuwcsateccusdtsacuckeu 53 185 205 i 
NNN oie st a ee 17 7 125 i 
Title I projects: | i 
Planning: | : 
New projects approved_--_..............- ba 99 100 | 120 t 
Projects in planning during year___.--- -| 297 | 351 371 j 
Projects in planning at end of year 251 | 251 246 4 
Execution: i 
TROW Peneees GION ian oo nck in cs hence cue see 7 | 80 120 i 
Projects in execution during year-.-..-...........--.-- 126 | 205 310 iil 
Projects in execution at end of year_...............--. 125 190 285 i 
Demonstration projects: | uf 
Drew Bree erereel tt these lee cewek | 10 20 25 
Protests RAR Gn iicidhcdibidnaiathintiiiqnecuqanbctdam 12 32 | 49 y 
FI TU A ak nai isrhehbincnsinbubniuailie | 12 | 24 34 i 
Urban planning assistance projects: i 
SO ID BI VE a 6 nc ccndes ncn csbdedacssdeacsiees 26 | 65 76 
POON ITI FONR isnt os de eink os cnn dks nesta tne 32 | 97 | 153 al 
a rea 32 | 77 | 108 
Title I advances and loans: ‘| 
amRRNete CNIS, oleh biidig cpasbiedcceinnine Sets dessdennsantins $83, 258 $200, 000 $297, 000 | 
BE LEE ED ELAS 19, 990 43, 000 64, 000 4 
EE ee ce ee oe ae ae are 31, 062 65, 000 85, 000 
Title I capital grants: | 
SIU ONIING CI i.e nino cisgeincontmindindastbutension 38, 806 | 161, 000 241, 250 
Pa ainsi en tans hb tnnieestateaninaliinlniets 13, 581 | 40, 001 50, 500 
he liek LR TIS ia SERA oy lat 16, 322 | 47, 454 | 45, 086 
Urban planning grants: | 
CNG CRON tatis wis rerie dich han ndt aneusendbxtitiaocte 613 2, 471 2, 900 
inode tthe in ondudunaiieneelacugaiimmin 274 1, 500 2, 000 
Administrative expenses: 
MNO Ae binds A eho isn dckcgbludsetusielaaas 376.1 | 470.0 668.0 ; 
RRL... ha san wrivanentitinsitipethnankadanisterinmpetegeh 3, 167 | 3, 885 5, 734 
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INTRODUCTION 


As a result of growing recognition of the economic and human consequences 
of urban slums and blight, more and more communities are seeking assistance 
from the Housing and Home Finance Agency to deal with these problems. While 
slum and blight are essentially local problems, the Congress in the Housing Act 
of 1949 and subsequent legislation recognized that their cumulative effects 
throughout the country constitute a national problem ; at the same time, Congress 
took note of the fact that few communities possess the technical or financial 
resources necessary to combat without assistance the progressive decay encroach- 
ing on the centers of our cities. Through legislation it has centered in the HHFA 
a group of closely related programs for aiding localities in their efforts to meet 
and deal with these growing problems. 

In fiscal year 1958, it is estimated that more than 400 localities will be operat- 
ing under a workable program, over 350 localities will be planning or carrying 
out clearance and rehabilitation projects under title I, and over 400 localities 
will have qualified for assistance under the urban planning assistance program. 
In connection with these hundreds of local programs, it is estimated that a little 
over $1 billion in Federal funds will ultimately be contributed in the form of 
grants, while local contributions and private expenditures for redevelopment 
will amount to a much larger figure. The result is a tremendous need to provide 
technical services to the participating localities and an equivalent responsibility 
to assure that the intent of Congress is achieved by these expenditures. 

The present level of staffing, both in the central office and the field, is seriously 
inadequate to meet these demands even at the present time, to say nothing of 
the still greater demands to come. The agency has been under strong pressure 
from several directions to strengthen its technical and professional staffs, 
especially in the regional offices. 

Many local officials and private redevelopers have heavily pressed the agency 
to expand its field staff so as to give them greater technical assistance and per- 
haps faster processing of applications and other matters such as requisitions for 
funds. This agency by no means accepts the idea that the solution to all problems 
is to be found in increasing staff. Equally important, perhaps even more im- 
portant, is continuous effort to improve and simplify procedures and require- 
ments, as well as effort upon the part of local officials to develop greater under- 
standing on the part of their staffs and to make experience gained count toward 
doing a more effective job. Nevertheless, operating experience shows that closer 
working relationships at the local level must be developed and maintained by 
the agency’s regional offices. The present staff in the field is spread too thin for 
this to be possible. Similarly, many recent audit reports received from the 
General Accounting Office stress the necessity for closer supervision of project 
operations and expenditures, and include recommendations for types of super- 
visory action which cannot be put into effect with presently available personnel. 

Thus the agency, while fully recognizing the importance of operating these pro- 
grams as economically as possible, apparently faces the necessity of strengthening 
its field organization both in order to make its operating relationships with local 
public agencies more efficient and productive, and in order to cope with the in- 
creasing volume of program activity. The present budget request seeks to 
meet these necessities with provision for what is believed to be the minimum 
staff expansion consistent with the job to be done. 

Underlying the entire approach to urban renewal is the concept of the workable 
program. In keeping with the philosophy that Federal assistance is justified 
only where the locality is willing to help itself, the law makes the certification 
of a workable program by the administrator a prerequisite for certain Federal 
assistance programs, including the title I slum clearance and urban renewal 
program, the low-rent public housing program, and the special FHA mortgage 
insurance aids for urban renewal. 

Where a locality is prepared to deal with existing areas of slums and blight, 
the slum clearance and urban renewal program authorized by title I of the 
Housing Act of 1949, as amended, provides Federal technical and financial as- 
sistance to supplement local resources. In fiscal year 1958, it is estimated that 
561 such projects will be in either the planning or execution stage. Such projects 
currently range in size from a 2-acre project in North Tarryton, N. Y., to one 
of over 2,500 acres in Philadelphia, Pa. The localities receiving such assistance 
range from Linden, Ala., with a population of only 1,360 to New York City with a 
population in excess of 8 million. ; 
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The title I program provides for a variety of financial assistance to localities. 
Advances, which are repaid when the project enters the execution stage, are 
provided for the purpose of assisting the locality in developing project plans 
in keeping with local objectives. To provide working capital during the period 
when land and structures are being acquired, temporary loans may be made 
available to the locality. To assist in relocating site occupants, special Federal 
grants are provided requiring no local contribution. Where the needs of the 
local program are such that it is more suitable to lease acquired land, long-term 
Federal definitive loans may be made. Most significant from the point of view 
of project feasibility, Federal capital grants are made to the locality which, to- 
gether with the local contribution, permit the writedown in the cost of project 
land which is necessary to redevelopment of the land for new uses in accordance 
with the community’s local plans and objectives. 

In carrying out their local projects, participating communities have available 
a variety of tools. In slum areas where existing structures and land uses are 
entirely incompatible with the community’s plans, the entire area may be ac- 
quired, cleared, and sold for redevelopment in accordance with a locally approved 
plan. Where existing structures are basically sound but have deteriorated to 
the point where they are a blighting influence on the neighborhood, they may be 
rehabilitated through either acquisition and resale if authorized by State law 
or through a program of voluntary rehabilitation by their present owners. For 
this purpose, special FHA mortgage insurance is available. In addition to 
these activities, the locality may help upgrade the project area by the provision 
of various community facilities, such as schools, parks, playgrounds, streets, 
and sewers, in order to make it a better place to live and work and to raise 
and stabilize property values. 

In certain localities, where it is feasible to carry out an urban-renewal project 
without direct Federal financial assistance, special mortgage insurance as- 
sistance may be provided by FHA under section 220 of the National Housing 
Act. One of the requirements for such insurance is that the area be covered 
by an urban renewal plan which has been approved by the Administrator. 
Agency technicians will assist the locality in developing such a plan. In certain 
other localities there may exist a need to provide relocation housing for families 
displaced by governmental activities (irrespective of whether such activities 
include an urban renewal project). For these localities, there is available special 
FHA mortgage insurance under section 221 to the extent that the Administrator 
certifies the need for such housing. 

Beyond direct project assistance, a number of other aids are made available 
to localities. Under the urban planning assistance program, grants can be made 
to State planning agencies for their use in aiding smaller localities in the de- 
velopment of general community plans or other specialized plans. Grants are 
also made to metropolitan and regional planning agencies for the development 
of comprehensive plans for large areas. Through the demonstration grant 
program, special assistance can be made available to public bodies for developing 
and reporting on improved techniques for dealing with problems of urban blight. 

Each of these programs is growing as the demand grows for Federal assistance 
in dealing with the problems of urban slums and blight. Partly this demand 
results from the spreading awareness of local officials of the plans and activi- 
ties of localities already participating in the urban renewal programs and of 
the opportunities opened up for local communities by the urban-renewal pro- 
grams. Partly it results from public demand for action in combating slums and 
blight as a result of the active campaigns of such groups as the American 
Council To Improve Our Neighborhoods (ACTION), the Build America Better 
campaign of the National Association of Real Estate Boards, and the New Face 
for America campaign of the National Association of Home Builders. 

While this greater community interest is expected to result in a substantial 
increase in the number of new localities participating in the title I program, 
the most significant shift in program activity during the budget period will be 
the change in emphasis from the planning of projects to the execution of project 
plans. In fiscal year 1958, it is anticipated that there will be more than 300 
projects in execution and it is estimated that for the first time the number of 
projects in the execution stage will exceed the number in planning by the end 
of the year. Tinis budget has been geared to meet both the increase in the number 
of projects and the shift to execution activities. 
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Mr. Tuomas. Youstate: 


In fiscal year 1958, it is estimated that more than 400 localities will be operat- 
ing under a workable program, over 350 localities will be planning or carrying out 
clearance and rehabilition projects under title I, and over 400 localities will have 
qualified for assistance under the urban planning assistance program. In con- 
nection with these hundreds of local programs, it is estimated that a little over 
$1 billion in Federal funds will ultimately be contributed in the form of grants, 
while local contributions and private expenditures for redevelopment will amount 
to a much larger figure. The result is a tremendous need to provide technical 
services to the participating localities and an equivalent responsibility to assure 
that the intent of Congress is achieved by these expenditures, 


FUNDS AUTHORIZED FOR URBAN RENEWAL 


What is the status of your money now before we go into your various 
activities? The Housing Act of 1949 authorized how much money, 
and for what purpose ? 

Mr. Srerner. $1 billion loan funds plus $500 million grant funds, 
which was increased in the 1954 Act by the amount of $500 million to a 
total $1 billion. 

Mr. Tuomas. Grant funds? 

Mr. Sterner. Yes, sir. It now stands at $1 billion total loan author- 
ization, and $1 billion total grant authorization. 

Mr. Tuomas. In what shape are your two funds? Do you have a 
deficiency pending ? 

Mr. Franvz. Hire the budget message indicated 

Mr. Tuomas. $250 million is pending for urban renewal. 

Mr. Frantz. In the grant funds that is true, but there is no change 
in the loan funds. 

Mr. Tuomas. The grant funds are giveaway money, and that is what 
is short ? 

Mr. Frantz. Yes, sir. 


STATUS OF FUND AUTHORIZATIONS 


Mr. Srerver. Of the loan funds, about $264 million have been ap- 
plied, but the actual utilization and the actual disbursements are 
considerably less than that because, as I said this morning, a good 
deal of these loan obligations are used as pledges for borrowings in 
the private market. 


WORKABLE PROGRAMS 


Mr. Tuomas. What do you mean by certifications and recertifica- 
tions? 

Mr. Srerner. Well, sir, that involves the certification of workable 

rograms required under the 1954 act as a prerequisite to Title I: 
frban Renewal Assistance, section 220 and 221; FHA assistance, and 
public housing projects. 

Mr. Tuomas. It is written into the act that you have to approve 
their advance plans which are submitted to you and which must be 
workable? 

Mr. Srerner. And workable programs; yes, sir. 

Mr. Tuomas. That is what the act says. 

Mr. Sterner. And workable programs for dealing with the slum 
problem in the community. 
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Mr. THomas. What does it deal with? Does it deal with two 
phases? What kind of a workable program is it ? 

Mr. Sterner. It is a workable program for the prevention and 
elimination of slums and blighted areas. 

Mr. Tuomas. Well, that is public housing, and what else? 

Mr. Srernrr. It is a prerequisite to Title 1: Urban Renewal Proj- 
ects, Public Housing, and FHA 220 and 221 mortgage insurance. 

Mr. Tuomas. You state that you had 53 certifications in 1956 and 
you estimate 185 for 1957. 

What is your experience to date and how does it compare with your 
figure of 185? 

Mr. Sretner. These approvals are given by the Administrator: 54 
have been approved; 104 have been approved or are now in process, 
so an additional 60 are now in process in our office. 

Mr. Tuomas. Is that number 60 or is it 50? 

Mr. Sretner. I believe it is 50. 

Mr. THomas. That is 104; is it not? 

Mr. Sverner. Yes, sir; approved or in process at the present time. 

Mr. Tuomas. Do you have any pending? Do you think you will ap- 
prove any more before the year is gone ? 

Mr. Srerner. Yes, sir. There are quite a few more that we know 
of that are being prepared. 

Mr. Tomas. You have to help them prepare them; do you not? 

Mr. Srerner. I do not have a precise figure on that. Well, perhaps 
Ido. There are in preparation, but not yet submitted, an additional 90. i 

Mr. Tuomas. That will be about 194 rather than 185? 

Mr. Srerner. Yes, sir. 

Mr. Tuomas. Are you helping them to prepare those 902 

Mr. Srerner. Yes, sir; we are helping them to prepare them and 
that requires a great deal of time and assistance from our technicians 
and the regional staffs. 
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LOCAL NATURE OF WORKABLE PROGRAMS 


Mr. Tuomas. This is virtually a Federal program; is it not? 
Mr. Sterner. No, sir; these are local programs. 
Mr, Tuomas. We had to start the program, then we help them de- 
velop their plans, and then give them two-thirds of the money? 

Mr. Srerner. These are local programs which they develop locally 
with the advice and assistance from us, which assistance is specifically 
provided for in the 1954 act. 

Mr. Coir. Mr. Thomas, whether our policy is right or not, we really 
attempt to make this a local program which is conceived locally, 
planned locally, and carried out locally. 

Mr. Tuomas. There would be no earthly justification for it on any 
other basis; would there ? 

Mr. Corr. I do not think so, but I must say that I think there are 
some other Federal programs that are not quite so locally conceived 
as this. 

Mr. Tuomas. I could not argue with you about that, and I expect 

ou are right, but this is the basis for you doing any business right 
tare 
Mr. Coreg. It is the beginning of it ; yes, sir. 
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Mr. Tuomas. This is the starting point and without this, you cannot 
do anything ? 

Mr. Corz. Yes, sir. 

Mr. McF artanp. I was going to suggest that I think one of the im- 
portant and significant points about the workable program as a pre- 
condition of Federal aid is that it amounts to a requirement on the 

art of the Federal Government that the localities demonstrate their 
intention to do their part of the job before they can get any Federal 
assistance which seems to me to be a very logical and pertinent point. 

Mr. Srerner. A great deal of the technical assistance we give is 
not aimed at generating Federal projects. It is aimed at entirely 
local actions, such as assistance in developing building codes and 
housing codes, and various regulations which are operated and de- 
veloped by the locality without any Federal financial participation 
at all. 

Mr. Tuomas. Here is a very nice statement which I think under- 
lines the entire appoach of the urban renewal program : 

In keeping with the philosophy that Federal assistance is justified only where 
the locality is willing to help itself, the law makes the certification of a workable 
program by the Administrator a prerequisite for certain Federal assistance pro- 
grams, including the title I slum clearance and urban renewal program, the 
low-rent public housing program, and the special FHA mortgage insurance aids 
for urban renewal. 

Mr. Corr. The latter are sections 220 and 221. 
Mr. Tuomas. Well, that isa good program. 






























WORKLOAD DATA 






Mr. Tuomas. Let us look at your workload under title I. 
Under new projects approved you say you had 99 in 1956 and that 
it will be 120 next year. 

Is the tight-money policy slowing you down? 

How many have you actually approved in the first 6 months of this 
fiscal year? You havea figure of 100 for the 12 months. 

I have an idea that tight money is slowing you down. There is 
bound to be some connection between it. 

Mr. Sretner. There are no indications to that effect so far, sir. In 
the first 7 months we approved 83 new projects to go into planning 
and we have bout 47 additional applications that are in process now. 

Mr. Tomas. Well, you missed your estimate, then, by 25. It would 
be 125 rather than 100? 

Mr. Sretner. Yes, sir; we will be over. This is the point which I 
refer to in my introduction that the new business has been generating 
at a rate faster than we had anticipated. 

Last year, as a matter of fact, I think we had a budget estimate 
of 50. 

Mr. Trromas. This is your approved figure; is it not—84? 

Mr. Sterner. 83. 

Mr. Trromas, 83 is your approved figure, and 40 or 45 are expected 
to be approved ? 

Mr. Sterner. About 47 additional. 

Mr. Trromas. You will have 351 projects in planning as against 
297 last year? 

Mr. Sretner. Yes, in the planning process during the year accord- 
ing to this estimate—although applications are coming in now at a 
rate which would increase that figure. 
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Mr. Trromas. So at the end of the year you have more than 251 
pending # 

Mr. Sterner. We well could have. Actually, as a matter of operat- 
ing practice right now, we are directing special attention to the more 
advanced projects, trying to get projects out of planning and into ex- 
ecution-—and to do that we may have to defer some actions on some 
of these new projects. 

The projects are tending to drag in getting into execution, and we 
have tended to get more thi an was anticipated of new applications for 
planning. So, we are giving special attention now to trying to hurry 
them along into execution from planning, and to hurry them alongin 
execution toward completion. 





TOTAL POTENTIAL SIZE OF PROGRAM 





Mr. Jonas. Do you have any statistics indicating the total number 
of projects that will qualify if money were unlimited ? 

Mr. Sterner. No, sir; we do not have that. 

Mr. Jonas. No survey has established that? 

Mr. Sterner. There were some figures in the President’s Advisory 
Committee report several years ago. They are rather rough, and I do 
not have them with me at the moment, but I do not know of any more 
precise estimate that has been made since that time. 

Mr. Jonas. What was that estimate? 

Mr. Sterner. I do not have those figures with me. 

(The following is the statement referred to in the President’s 
Advisory Committee on Housing (Subcommittee on Urban 
Redevelopment :) 

The above figures would indicate a budget of $1,500,000,000 annu- 
ally for slum clearance alone, if the job were to be done in 10 years. At 
an annual expenditure of $300,000,000 for slum clearance (nearly 5 
times the present rate) it w ould take 50 years to clear the present sub- 
standard units from all cities. If we continue only at a present rate 
of clearance and rely on demolition alone to eliminate slums, it will 
take us something over 200 years to do the job. 
PROJECTS APPROVED FOR EXECUTION 
Mr. Tuomas. You estimate 80 new projects approved for: execu- 
tion. How many have you approved this year? You are going to 
approve in excess of 100 planning projects. 

Now, we are getting right down to the important thing, and that 
is the execution? 

Mr. Sterner. Yes, sir. 

Mr. Tuomas. How many are you going to carry out? 

Mr. Sterner. This is the nub of the matter, and this is the point 
to which I addressed my previous remarks. You see, only 9 have been 
approved against that 80. However, there are an additional 41 or 42 
in process now in our regional offices, and we still believe that we can 
with an intensive drive make our objective of 80. 

We can either make that or come very close to it before the end of 
the fiscal year. 

Mr. THomas. You have a considerable back!og, do you not? 

Mr. Sterner. We have a lot of projects that need to be hurried 
along and that is where we are trying to put the emphasis. 
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Mr. Tuomas. How much backlog do you have ? 

Mr. Sterner. It is hard to define. We have 433 projects in all, 133 
of which are in execution now. 

Mr. Tuomas. How many do you have in execution ? 

Mr. Sterner. 133. 

Mr. Tomas, You have 133 projects in execution during the year? 

Mr. Sterner. That is a midyear figure. 

Mr. Tuomas. You have 205 programs and 80; so it would be 285 
if your figure is correct, but you say it looks as if you would only 
approve about 50 this year. You have a backlog, then, of about a 
couple of hundred on which to draw. You are not going to give out 
of seed corn to say the least ; are you? 

Mr. Srerner. No, sir; I think that is the point. We are trying to 
give increased attention now to moving these projects along, and get- 
ting them through planning and into execution, and when we get into 
execution, trying to get them finished up more quickly. It has been 
very difficult to try to do that and meet this higher than estimated 
demand for new projects. It has been a terrific strain on the staff re- 
sources, and we hope in 1958 we can get staff sufficient where we can 
really meet both demands. 


DEMONSTRATION PROJECTS 


Mr. Tuomas. Your demonstration projects are one of your small 
activities. You have already approved 20, you say, and new projects 
during the year will be 32, and projects at the end of the year 1957 
will be 24. How many new demonstration projects have you approved 
during the first 6 months of this year ? 

Mr. Sretver. We have approved 7, and we have an additional 8 in 
process now, making 15. 

Mr. Tuomas. You missed your guess by one-fourth. 

Mr. Sterner. We still have some more year left, too. 

Mr. Tuomas. You approved how many ? 

Mr. Sterner. We have approved 7, and we have 8 more in process, 
which makes 15 as of now. I think we will still come very close to our 
20 for the year. 

Mr. Tuomas. Those are unfinished or practically unfinished, and to 

say the least, you have done some work on those eight ? 

‘Mr. Sterner. Yes, sir; they are in process now. 

Mr. Tuomas. How many are you keeping under consideration at 
one time; how many projects ? 

Mr. Sterner. Well, it depends on how the appications come in. 

Mr. Tuomas. Does size have anything to do with it? 

Mr. Srerner. The size of the project ? 

Mr. THomas. 7 

Mr. Srerner. I do not think so. Some are fairly large projects, and 
some are very small ones. This demonstration-grant program is a 
program of quality and not of quantity. It is a program of demonstra- 
tions, investigations, and studies, and unless an application comes 
along which we feel is fairly worthwhile, we do not act upon it 
favorably. 

URBAN PLANNING ASSISTANCE PROJECTS 


Mr. Tuomas. Let us take a look at your urban-planning projects. 
New projects approved were 26 last year and 65 this year, and you 
estimate it will be 76 for 1958. 
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How many of the 65 have you approved to date ? 

Mr. Sreiner. We have 21 approved now, and an additional 26 in 
process, making a total of 47. 

Mr. Tromas. Are you going to come up to your expectations of 65? 

Mr. Sterner. I think we will come very close to it by the end of the 
fiscal year. 

Mr. Tuomas. You have working 97 projects ? 

Mr. Sterner. Yes, sir; that is how many we anticipate will be in the 
workload during the year. 

Mr. Tuomas. You mean filed, but not worked on ? 

Mr. Sterner. No; that is the number we anticipate will be in the 
workload during the year. At the end of the year we expect to have 77. 

Mr. Tuomas. You will have in the workload 97 projects and of that 
you expect to approve anywhere from 50 to 65; is that right? 

Mr. Sterner. Yes, sir. 

Mr. Tuomas. That is, in various stages of completion. What. will 
that figure be in 1958? Is that 153? 

Mr. Sretner. This is a program where the amounts of money on 
individual contract, the average amount of money per contract, is 
small. 

TITLE I LOAN CONTRACTS 


Mr. Tuomas. I notice that in title I: Advances and Loans, con- 
tracts executed for this year, the amount was $200 million as against 
$297 million for next year. The disbursements for loans this year 
will be $43 million, and next year $64 million. 

For the contracts executed, how much money have you put out 
this year, and how much have you put out for just temporary dis- 
bursements for loans ? 

Mr. Srerner. We have disbursed actually so far about $21.9 
million. 

Mr. Tuomas. Is this figure of $200 million a cumulative figure? 

Mr. Srerner. No, sir; that is commitments. That represents com- 
mitments on contracts to be executed during the year. 

That would relate to the figure up here under execution of 80. 

Mr. Tuomas. This figure of $43 million is actually $21 million 
as of January 1 or what date? 

Mr. Sretner. I think that is a 7-month figure at the end of January. 


EMPLOYMENT FOR URBAN RENEWAL PROGRAMS 


Mr. Tuomas. You want an increase of how many jobs to do this? 
You had 470 in 1957, and you want 668 in 1958 ? 

Mr. Srerner. You are now talking about jobs? 

Mr. Tuomas. Yes, sir. 

Mr. Sterner. I think it is 198 in total. 

Mr. Tuomas. That is man-years, and that is about 220 jobs; is it 
not ? ; 

Mr. Sretner. Something like that. There are 37 on the Washing- 
ton staff and 161 in the regional staffs. 


RATE OF PROGRESS ON EXECUTED PROJECTS 


Mr. Tuomas. We will put this table which appears on page E-10 
in the record. 
(The page referred to follows :) 
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PROGRESS OF OPERATIONS 


Some measure of the workload involved in connection with the projects in 
the execution stage is indicated in the statistics of project execution activity. 
Although substantial progress had been made by the projects in carrying out 
major project plans, the agency objective for the current and budget years 
is to assist local public agencies to accelerate project execution activities, with 
particular emphasis on land disposition so that project undertakings may be 
completed. 

On the basis of the data available for 119 of the 126 projects approved for 
execution as of June 30, 1956, substantial progress has been made in the activ- 
ities necessary for the clearance and disposition of land for redevelopment. 
The progress is summarized in the following table: 


Number of projects 
reporting activity 
Activity 


Begun Completed 





Land acquisition pre \é 44 
Relocation . : 
Tee ee ; 

I BS ekki ll elk kee 

Supporting facilities 

Land disposition... .......... 


Mr. Tuomas. This page reflects data on 119 projects. Under “Land 
acquisition” you have 103 started and 44 have been completed. Under 
“Relocation” you have 99 started and 34 have been completed. Under 
“Demolition” you have 89 started and 25 have been completed. Under 
“Site improvements” you have begun 28 and 8 have been completed. 
Under “Supporting facilities” you have begun 24 and 12 have been 
completed. Under “Land disposition” you have begun 30 and 13 
have been completed. 

Mr. Frantz. Mr. Chairman, would you like to have those figures 
brought more up to date? Those figures are as of June 30, 1956. I 
think we can possibly give you more recent figures. I have 6-month 
figures here for this fiscal year, if you would like to have them. 

Mr. Tuomas. How much closer to date can you get it? 

Mr. Sterner. I have them here to the end of December if you want 
them, or we can supply them for the record. 

Mr. Tuomas. That is 6 months. Bring it as up to date as you can 
get it. 

Mr. Sterner. Yes, sir. 

(The information requested follows :) 


ProGREss OF URBAN RENEWAL PROJECT OPERATIONS 


125 of 133 projects approved for execution as of Dec. 31, 1956 


Number of projects report- 
ing activity 





Land acquisition. -_- 

Relocation 

Demolition... Scale cra at 
Site improvements. ............- 
Supporting facilities_ i 

Land disposition. ..........___- Se ; 


120 
115 
100 
40 
35 | 
39 | 


| Begun Completed 
| 
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NONASSISTED PROJECTS 


Mr. Tuomas. Let us take a look at your dollar activity. 
We will insert into the record at this point page E-11. 
(The page referred to follows :) 


NONASSISTED PROJECTS 


Ten projects in the current year and 20 in the budget year are expected to be 
undertaken without direct Federal financial assistance under title I. Like the 
three projects certified in fiscal year 1956, these projects are expected to be 
planned and executed primarily with local public and private resources. Al- 
though the administrative tasks involved in Federal financial aid are eliminated, 
these non-assisted projects will require: (@) urban renewal service in the selec- 
tion and delineation of the urban renewal area and preparation of the local 
workable program and urban renewal plan; and (b) regional and Central Office 
processing in connection with certification and recertification of the local work- 
able program (c) technical review and processing of the urban renewal plan, and 
(d@) coordination of the elements of the local project proposal to permit the Ad- 
ministrator to certify to FHA that both area and plan meet the requirements of 
the two urban renewal mortgage insurance programs where either or both are 
involved—section 220 for the construction and rehabilitation of dwellings in the 
project area and that provided under section 221 for the construction of low- 
cost dwellings to facilitate the relocation of displaced families. 


Mr. Tuomas. Youstate: 


Ten projects in the current year and 20 in the budget year are expected to be 
undertaken without direct Federal financial assistance under title I. Like the 
three projects certified in fiscal year 1956 these projects are expected to be 
planned, and executed primarily with local public and private resources. 


That is the exception rather than the rule, is it not? 
You further state : 


Although the administrative tasks involved in Federal financial aid are elimi- 
nated, these nonassisted projects will require: (a@) urban renewal service in 
the selection and delineation of the urban renewal area and preparation of the 
local workable program and urban renewal plan; and (0) regional and Central 
Office processing in connection with certification and recertification of the local 
workable program; (c) technical review and processing of the urban renewal 
plan, and (d) coordination of the elements of the local project proposal to per- 
mit the Administrator to certify to FHA that both area and plan meet the 
requirements of the two urban renewal mortgage insurance programs where 
either or both are involyed—section 220 for the construction and rehabilitation 
of dwellings in the project area, and that provided under section 221 for the con- 
struction of low-cost dwellings to facilitate the relocation of displaced families. 


URBAN RENEWAL PROJECT CHARACTERISTICS 


Under “Location of projects” you talk about your urban renewal 
project characteristics : 


The 377 title I projects comprising the urban renewal program as of June 
30, 1956, were in 232 different localities in 32 different States, the District of 
Columbia, Alaska, Hawaii, and Puerto Rico, 

That means you have 377 in the mill but not completed by any 
means, does it not ? 

Mr. Sretner. That is right; that is in the mill. 

Mr. Tuomas. You further state: 





1574 


Somewhat over half, or 124, of the communities had populations under 50,000. 
In terms of the size of the communities, the projects were distributed as follows: 

At this point in the record we will insert the table which appears at 
the bottom half of page E-11. 


(The table referred to is as follows:) 


URBAN RENEWAL PROJECT CHARACTERISTICS 


Location of projects 

The 377 title I projects comprising the urban renewal program as of June 30, 
1956 were in 232 different localities in 32 different States, the District of Co- 
lumbia, Alaska, Hawaii, and Puerto Rico. Somewhat over half, or 124, of the 
communities had populations under 50,000. In terms of the size of the com- 
munities, the projects were distributed as follows: 


Projects by size of location, June 30, 1956 





Population group (1950 census) Total Total 
localities projects 





1 million and over 

I «2k atte bs Geeud Rebels haabilandanhendbsnctseh in ttensiind 
et eee satnbeteecenionn adednerukacen haceiindidiesoane 
100,000 to 249,999 a 


VALUE OF URBAN RENEWAL PROJECTS TO MUNICIPALITIES 


Mr. Tuomas. You have on page E-12 the proposed new uses for 
project land, and you state: 


The projects, when completed, will represent the culmination of local efforts, 
with Federal assistance, to solve difficult and complex problems of planning. 


That is good, choice reading. 

You further say : 

In place of the wornout, obsolete, blighted areas requiring municipal services 
vastly out of proportion to local tax revenues, the communities will gain new 
areas composed largely of good housing conforming to contemporary standards, 
adequately served by commercial, public, and nonresidential land uses, with 
substantial benefits to community residents. With built-in protection from the 
encroachment of blight, the new areas will promote improvement in the overall 
community environment as well as in municipal revenues. 

I have a note here: “Who pays for this increase, and so forth?” 

Continuing reading: 

It has been repeatedly demonstrated that the removal of slums and blight leads 
to a sharp reduction in crime, disease, and the need for municipal services— 
and a tremendous increase in tax returns from the areas restored to good use. 
Most observers agree that sound urban renewal not only will pay for itself but 
also will be profitable to the community. 

You mean excluding that two-thirds of the cost that Uncle Sam pays, 
it will then be a profitable operation to the community ? 

Mr. Sterner. We think the main point there, sir, is that the assessed 
basis for taxation ina project area is almost invariably more after the 
urban renewal is completed. 
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Mr. Tuomas. You further state: 


These benefits will become effective in an increasing number of communities 
as the projects now approved for execution proceed to completion. 


MUNICIPAL REVENUES FROM PUBLIC HOUSING 


Mr. Jonas. How will municipal revenues be improved on public 
housing projects? 

Mr. Sterner. Public housing, sir, does not come under my adiminis- 
tration. I am sorry, but I do not have figures on that. 

Mr. Jonas. I know, but urban renewal contemplates not only FHA 
but public housing also. 

Mr. Corr. If 1 may answer the question—I think it comes really 
under my jurisdiction rather than under the jurisdiction of Mr. 
Steiner. 

The urban renewal program as envisioned by title I is primarily a 
private enterprise operation, Mr. Jonas. True it is that municipal- 
ities do build some facilities for urban renewal projects, and in some 
instances perhaps a public housing project might be built on it, but 
our statement is still correct, or at least we think it is correct, that by 
and large the great majority of the urban renewal projects will throw 
off a tax revenue far in excess of what the area now provides for the 
benefit of the community. 

Mr. Tuomas. But he specifically asked about public housing. 

Mr. Sretner. There is very little public housing in the urban re- 
newal areas. Actually, the amount of private enterprise dollars to 
be spent in urban renewal areas is about 30 times the public housing 
dollars. 

Mr. Tuomas. Give him a specific answer. 

Mr. Jonas. The answer is “No.” 

Mr. Tuomas. Sure it is. 

Mr. Sretner. I think the answer to your question, sir—while I am 
not in the public housing side of things—is that the public housing 
projects do make a payment in lieu of taxes. 

Mr. Tuomas. Yes. We give them a payment in lieu of taxes. 

Mr. Sterner. It may well be that in many cases that compares very 
favorably with the tax revenue out of the old slum area. 

Mr. Tuomas. Well, that is not an increase, though, is it? The 
language he had reference to was the increase in city revenues from 
public housing and the answer is that it will not do it. 

Mr. Srerner. Another part of the answer, sir, is that only a very 
small part of urban renewal areas will be used for public housing. 

Mr. Tuomas. He did not ask you about the other. He just asked 
about public housing. 

Mr. Core. Mr. Chairman, the question, if I understand it, had to 
do generally with Title 1; Slum Clearance and Urban Redevelopment, 
and the answer, of course, is “Yes.” 

Mr. Tuomas. I understand that. 

Mr. Srerner. Only about 3 percent of the activity in urban renewal 
areas—the rebuilding activity—will be public housing. So, it is 
rather inconsequential. 

PROJECTS COSTS 


Mr. Tuomas. At this point in the record we will insert page E-13 
of the justifications. 
(The page referred to follows :) 
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New land—Use summary 


Type of land use: Acres 
Gross area *8, 136. 4 
Streets, alleys, public rights-of-way 


Net area 6, 010. 8 


Residential (including related public and semipublic land uses)_-- 3,393.1 
Commercial 

Industrial 

Public and semipublic 


1Includes 22.7 acres for which details of proposed new uses are not available. 


PROJECT COSTS 


In the aggregate, the projects in advanced stages represent gross costs esti- 
mated at more than $725 million. These costs will be met to a considerable ex- 
tent from the proceeds realized on the sale or lease of the cleared project land. 
Remaining net costs will be shared between the Federal and local governments, 
as summarized below: 


Project cost summary, June 30, 1956 } 


Amount (in | As percent of 
Item thousands) | gross project 
cost 





Gross project cost . ial $725, 786 
I OUI. Lh i Sad LL oS ebddd ido tideb dhs. ste Sate 244, 972 
intone ince eich peseaeaubhhhcneesewashes ae 4 0,814 


Federal capital grants 312, 664 
Local grants-in-aid 16%, 150 | 


Noncash 





1 218 of 224 projects in final planning or execution. 


Mr. Tuomas. Insofar as public housing is concerned, on your cleared 
land it is doubtful it is going to increase the city’s revenues, and in all 
probability the city’s revenues will increase appreciably by redevelop- 
ment and reuse of the land. If it does not, Lord help us all, because 
Uncle Sam is paying two-thirds of the bill. 

Mr. Cotz. I agree with that. 

Mr. Tuomas. This is very fine language which you have on page 
E-13 of the justifications: 


In the aggregate, the projects in advanced stages represent gross costs esti- 
mated at more than $725 million. 


COORDINATION OF URBAN RENEWAL AND PUBLIC HOUSING 


Mr. Jonas. Mr. Chairman, pardon me, please, sir, but before you 
leave that point, I would like to call the Commissioner’s attention 
to his own statement on page 2 where he said, in the last sentence of 
the second paragraph, as follows: 

In addition, urban renewal program operations are closely coordinated by the 
Administrator to related programs of FHA, FNMA, and PHA, 

Mr. Sterner. Yes, sir. That is a very true statement. The coordi- 
nation between the urban renewal program and the public housing 
program relates very largely to the relationship in relocation—the 
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relocation of families displaced from urban renewal areas, and the part 
played by public housing in meeting that relocation problem. 
nly to a very small extent is there a coordination problem in terms 

of public housing projects being built in urban renewal areas, but 
there is very considerable coordmation in connection with rehousing 
people coming out of those areas. 

Mr. Jonas. That is where public housing enters the picture, and 
that was the point to which I directed my question. 

Mr. Sterner. Yes, sir. 


FEDERAL SHARE OF CAPITAL GRANTS 


Mr. Tuomas. We used the figure of $725 million in the earlier 
quotation, and I will resume quoting from page E-13 of the justifica- 
tions: 

These costs will be met to a considerable extent from the proceeds realized 
on the sale or lease of the cleared project land. Remaining net costs will be 
shared between the Federal and local governments, as summarized below: 

What is that rough proportion? Is it two-thirds? 

Mr. Sterner. It simply shows here that the disposition proceeds and 
the sale proceeds of land is about 34 percent of the gross project costs. 
The figures which I gave this morning related that same item, disposi- 
tion proceeds, to land acquisition costs. That figure was 44 percent. 

Mr. Tuomas. You show your capital grants, and I have a mark here 
noting that they constitute about 45 percent. You have it listed here at 
43 percent. 

by vital grants totaled $312,664,000, and total gross project cost is 
$725,786,000. 

Local grants-in-aid totaled $168,150,000; cash totaled $77,044,000; 
and noncash totaled $91,106,000. 

I note that 218 of the 224 projects are in final planning or execu- 
tion, and that refers to this project summary that we have just read. 

Mr. Sterner. That is for all projects which are in final planning, 
or execution at the end of the last fiscal year. 

Mr. Tuomas. How much money are you going to need now? If 
everything in the mill costs $725 million, what are we going to do for 
money ? 

Mr. Srerner. The $725 million is not the requirement for Federal 
money, sir. The requirement for Federal grant money in that table 
is $312,664,000. 

Mr. Tuomas. I thought it ought to be 43 percent. What is the 
limitation ? 

Mr. Srerner. It can be two-thirds of the net project cost. 

Mr. Tuomas. No more than two-thirds? 

Mr. Sterner. That is right. 

The Federal amount there is a little less than the formula permits, 
since the localities have put in more than necessary. 


URBAN RENEWAL FUND 


Mr. THomas. On page E-14 you state: 


The urban renewal fund established by the Housing Act of 1954 encompasses 
the authorizations under which the Federal Government provides financial as- 
sistance to local urban renewal projects. 
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You further state: 


The Administrator is also authorized to execute contracts to assist local projects 
with Federal capital grants covering up to two-thirds of the net cost or deficits 
of local urban renewal or demonstration projects and also the cost of pay- 
ments made by the local public agencies in connection with the relocation of 
families individuals, and business concerns displaced by a local urban renewal 
project. 

The Administrator is authorized to borrow from the United States 
Treasury up to $1 billion, of which $100 million can become available 
at the discretion of the President. 

In other words, we pay two-thirds of the net cost. That is simple. 

You further state: 


Funds for payment of Federal capital grants are provided through appropria- 
tions, of which $157 million had been provided through the current year. 


AMOUNTS APPROPRIATED AND SPENT FOR CAPITAL GRANTS 


What is the status of that fund now? Weare about out of money ? 

Mr. Srerner. No, sir. 

Mr. Tuomas. You have obligated $157 million through the current 
year. Do you mean through fiscal year 1957% 

Mr. Sretvrr. It has been appropriated through 1957. We are not 
asking for additional funds for 1958. 

Mr. Tuomas. One is a Treasury authorization and the other is the 
appropriation item. Which one is the Treasury authorization? Is 
that the loan or the grant ? 

Mr. Frantz. The loans. 

Mr. Tuomas. And the grant is appropriated funds and we ap- 
propriated through 1957, $157 million; is that correct ? 

Mr. Franvz. That is correct. 

Mr. Tuomas. How much of it has been obligated ? 

Mr. Frantz. That is a contract authority in the statute, and also an 
authorization of appropriations, and the appropriations, in effect, are 
made to liquidate the contract authority. 

Mr. Tuomas. This means that the debts have already been consum- 
mated ; does it not ? 

Mr. Frantz. In effect that is so; yes, sir. 

Mr. Tuomas. You operate on contract authority, then, rather than 
on a cash basis? 

Mr. Frantz. In execution of contracts; that is right, sir. 

Mr. Sterner. About $75 million of that has ac tually been disbursed. 
The disbursements have been slower than was anticipated and for 
that reason we are not requesting new money for fiscal 1958. 

Mr. Tuomas. You do not need any money at all for fiscal 1958 

Mr. Srerner. Well, there isa possibility that it could go fast Bush 
to require additional money. However, there is some flexibility in 
when this can be paid. This money is paid out as progress payments. 

Mr. Tuomas. If you do not need the cash, do you need any contract 
authority ? 

Mr. Srerner. We will be needing new contract statutory authority 
which was recommended in the President’s budget message in the 
amount of $250 million per annum for fiscal 1958 and fiscal 1959, 

Mr. Tuomas. Well, that is gone into pretty well here. 
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Mr. Sterner. Page E-25 covers this question. Page E-24 gives the 
icture on capital grant contracts executed = appropriation dis- 
ocean and so forth is set forth on page E-2 

Mr. Tuomas (reading) : 

At the close of fiscal year 1956 the cumulative total contracts for capital 
grants had reached $202.6 million. Some $364,000 of this amount represented 


contracts to assist demonstration projects. The balance of the total represented 
contracts to assist urban renewal projects. 


You state further: 


Under the estimates, an aggregate of almost $605 million in contract com- 
mitments is expected to be outstanding at the close of the budget year. The 
bulk of the contract total will represent commitments to assist urban renewal 
projects, consistent with the anticipated movement of such projects from the 
planning to the execution stage. In addition, approximately $2.5 million of the 
cumulative total will be for the purpose of assisting projects approved under 
the demonstration project program. 


Where is the table showing exactly what you have now and what 
you are going to have to have next year in the way of a deficiency ? 

Mr. Corr. I am wondering if that is not on page E-18 in the capital 
grant authority. 

Mr. Tuomas. Yes. 

We will insert at this point in the record page E-18 of the justifi- 
cations. 

(The table referred to follows :) 


Under provisions of the Housing Act of 1956, title I capital grants may also 
be paid to meet the costs of relocation payments by local public agencies, for 
necessary moving expenses and for losses of property by families, individuals, 
and business concerns displaced as a result of a local urban renewal project. 
The act limits payments to $100 in the case of a family or individual, and to 
$2,000 in the case of a business concern. 


So a ae RAO IE ee mh a 


AUTHORIZATIONS AND RESERVATIONS 













Contracts for capital grants are executed under the authorization in title I 
of the Housing Act of 1949, as amended. The original authorization provided 
for an aggregate of $500 million in contracts. The authorization was increased 
under the Housing amendments of 1955 by an additional $500 million of 
which $100 million may be made available by the President at his discretion. 
The budget program does not reflect the release of this latter amount, but does 
contemplate the availability in the budget year of a further increase of $250 
million in the available authorization. Project reservations and contract com- 
mitments against available capital grant authorization amounted to $657.7 mil- 
lion at the close of fiscal year 1956. The estimates assume the commitment, 
by reservation or contract, of an aggregate of $900 million at the close of the 
current year and an aggregate of $1,150 million at the close of the budget year. 

The actual and estimated status of the overall authorization and reservations 
and contract commitments is summarized in the following table: 


SEI AINE RI 


PTR Tt 


2S 







Availability and reservation of capital grant contract authority 


Rees of dollars] 





Reservations and 
contracts 


Statutory author- 
ization 
Fiscal year 















| 
| Cumula- 
tive i tive 


1eNGenteml 2.1120 i225): 3.355 21GB Git 200 700} 212.3) 657.7 
Pe Go iesincnwcnnce cee . 200 900 | 242. 3 | 900. 0 
250. 0 1, 150. 0 


1008 extimate!...........<.05.--.-. ; - fits dati ict Rest 2) | 250 1, 150 








1 Assumes additional legislation. 
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The number of projects and the amount involved is presented for each city 
for which capital grant authority was reserved or committed as of December 31, 
1956, in the listing that begins on page E-19. 


Mr. Tuomas. Youstate: 


Under provisions of the Housing Act of 1956, title I capital grants may also 
be paid to meet the cost of relocation payments by local public agencies, for nec- 
essary moving expenses and for losses of property by families, individuals and 
business concerns displaced as a result of a local urban renewal project. The 
act limits payments to $100 in the case of a family or individual, and to $2,000 
in the case of a business concern. 


You further state: 


Contracts for capital grants are executed under the authorization of title I 
of the Housing Act of 1949, as amended. The original authorization provided 
for an aggregate of $500 million in contracts. The authorization was increased 
under the Housing Amendments of 1955 by an additional $500 million, of which 
$100 million may be made available by the President at his discretion. The 
budget program does not reflect the release of this latter amount, but does con- 
template the availabiilty in the budget year of a further increase of $250 million 
in the available authorization. 

Is that what you had reference to, Mr. Frantz? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Is that contract authority ? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. You further state: 

Project reservations and contract commitments against available capital grant 
authorization amounted to $657.7 million at the close of fiscal year 1956. The 
estimates assume the commitment, by reservation or contract, of an aggregate 
of $900 million at the close of the current year and an aggregate of $1,150 million 
at the close of the budget year. 


Mr. Sretner. Those are 1958. 

Mr. Frantz. $900 million at the close of 1957. 

Mr. Tuomas. It will be $900 million at the close of the current year? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Do you have a deficiency coming up for $250 million ? 

Mr. Frantz. In legislation ; yes, sir. 

Mr. Sterner. That is further a statutory authorization in accord- 
ance with the President’s budget message. 


LEAD TIME IN CASH REQUIREMENTS FOR GRANTS 


Mr. Tuomas. How much cash will you need ? 
Mr. Sterner. We do not need an appropriation for capital grants. 
Mr. Tuomas. You have only had $157 million, and you say that. is 
enough to carry you on through this year? 
Mr. Sterner. That will carry us through 1958. 
Mr. THomas. Do you need that much lead time, then? 
Mr. Srerner. Well, there is some flexibility as to when this can be 
aid out. As I said before, the projects in the more advanced stages 
nad not moved so rapidly as we feel they should. 
Mr. Corr. May I interrupt there for a second ? 
Mr. Tuomas. Surely. 
Mr. Corr. I think the chairman had in mind the lead time between 
contract authorization and the disbursement of capital grants. 
Mr. Tuomas. That is right. 
Mr. Sterner. Between contract and disbursement? 
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Mr. Txomas. After all, you say you will have authorized about 
$900 million at the close of this year, and you will need no more than 
$100 million in cash ? 

Mr. Sterner. $157 million by the end of fiscal 1958. 

Mr. Tuomas. I was talking about the end of fiscal year 1957. You 
will have $900 million authorized, and you will not need more than 
$100 million cash at the end of fiscal year 1957? 

Mr. Steiner. I think it is $107 million. 

Mr. Tuomas. All right; $107 million. Is that not too much lead 
time now in the payment of that other $800 million ? 

Mr. Srerner. One of the things that I think may be giving one 
Mr. Chairman, is that we have “been actually making erant reserv 
tions when applications are first made for planning, ‘and as it stated 
here, I think on page E-18 in the middle of the page, the aggregate 
of project reservations and contract commitments is $657 million. 
Actually, the contract commitments are nowhere near that figure. 
However, we have been making these reservations at an early stage, 
even though it is not actually required by statute, as a matter of good 
management. 

Mr. Tromas. Well, if you have $150 million and you are only going 
to need $107 million, why do you want to keep $43 ‘million? W hy can 
we not rescind that $43 million and reappropriate it for your other 
administrative expenses ? 

Mr. Sterner. Well, it will be needed during 1958. We estimate that 
we will need the $157 million by the end of 1958. 


CAPITAL GRANT RESERVATIONS AND CONTRACTS BY CITIES 
Mr. Tuomas. At this point in the record we will insert the tables 


which appear on pages E-19, 20, 21, 22, and 23. 
(The pages referred to follow :) 


Capital grant reservations and contracts |! as of Dec. 31, 1956 


\| 
| Number | Number r| 
State and city of Amount || State and city } of Amount 
projects | projects 


Alabama: California—Continued | 
Auburn Sacramento_____ | 8, 603, 654 
Birmingham . 941 San Bernardino-___-_ ‘ 2, 038, 817 
Cullman. -- 5, 179 San Francisco _- | 3} 14,319, 485 
Decatur _-_ 4, 734 Sanger____ | 166, 000 
, 905 Santa Cruz- 690, 640 
, 000 || Colorado: | 
3, 270 Denver-__-_.--- ‘ 3 1, 263, 614 
, 296 | Durango 
, 856 | Pueblo. - 
, 212 || Connecticut: 
3, 202 | Ansonia __. 
28, 533 | Hartford 
67, 765 |} Middletown 33: 
86, 358 Naugatuck. 3 2, 231. 333 
, 153 || New Haven. | 16,412, 511 
Sheffield ____ ), 260 | Norwalk 2, 356, 241 
Tuscombia a , 000 Putnam _. 1, 687, 912 
Arkansas: | Seymour. .- 630, 000 
Little Rock__.___.- 2, 873, 195 || Stamford 2, 662, 544 
Texarkana___. : 37, 800 } Torrington _. 801, 240 
California: Washington... 256, 000 
Berkeley. 52, 373 | Waterbury. 1, 076, 964 
Calexico... __. 308, 276 | Willimantic_. 230, 000 
Los Angeles. oe 8, 772, 000 || Winchester 360, 000 
Marin County______- 875,000 || Delaware: Wilmington 1, 812, 950 
SE icccandusbansns , 210, 000 || District of Columbia: | 
Richmond... , 148,317 || Washington. | f 72, 671, 891 


See footnotes at end of table, p. 1583. 


Dothan____- ‘ 

otha 
Eufaula-. -_ 
ideas eee 
Gadsden. -_._-__-- 
Huntsville___.__.__- 
Linden. 

Mobile. 

Montgomery 

Phenix City.____- 


ho tO 


rat kD et et Dt et et et et 


_ 
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Capital grant reservations and contracts! as of Dec. $1, 1956—Continued 


Number Number 
State and city f Amount State and city of 
projects 


Georgia: New Jersey: 
$12, 174, 943 Asbury Park 
716, 660 Atlantic City... 
227, 046 
228, 000 edis 
1, 408, 306 Elizabeth 
1, 077, 240 Hoboken 
53, 600 Jersey City.....-..-:. 
106, 560 Long Branch 
730, 667 Morristown 
356. 700 Newark. _--- 
122, 510 New Brunswick. 
4, 752, 000 Passaic 
200, 000 Paterson._... 
95, 059 Perth Amboy.-.------- 
Phillipsburg 
29, 700 Plainfield 
74, 793 658 Princeton 
Trenton 
Union City.__-- ; 
New Mexico: Las Cruces... 
New York: 
Albany 
Binghamton 


Augusta 

Bainbridge 
Cartersville. ........... 
Columbus 


544, 110 
710, 000 
60%, 429 
2, 085, 959 
9, 789, 268 
303, 634 
423, 200 
16, 269, 258 
248, 334 
844, 226 
2, 461, 149 
3, 030, 120 
363, 333 
217, 934 
520, 000 

2, 540, 383 
330, 000 
358, 047 


344, 000 
851, 822 
3, 000, 000 
85, 000 
739, 756 

1, 147, 000 
3, 701, 228 
92, 2547, 718 
305, 400 
346, 234 
916, 440 
973, 506 

2, 439, 430 
395, 233 
166, 800 
210, 000 
968, 473 
610, 660 


24, 026, 002 
11, 660, 359 
8, 451, 000 
3, 334, 700 
700, 754 

1, 417, 000 
3, 115, 000 


3, 167, 000 
445, 756 


359, 646 
302, 820 
528, 772 


Lawrenceville 
Lithonia 


Marietta 

Moultrie 

Savannah 

Valdosta. _. 

Waynesboro 
Illinois: 


Chicago Heights... 
East St. Louis 
Galesburg 


tnt pas tat GS Ons Gd OS pes am ed ed eed fed feed ed ed BD et et BD 
Wem tt et Dt et et et Oe Nt et et et et 


East Chicago... 11, 521, 105 
Evansville 603, 843 Middletown 
Kansas: Newburgh 
Kansas City 950, 000 New Rochelle 
bcs ckalweduican 6, 511, 332 New York 
Kentucky: North pegutews 
Frankfort 776, 101 Port Ohester..1...<.-. 
1, 385, 927 Rochester - vont 
79, 438 Rockville Centre. ----- 
Louisiana: Schenectady sat 
New Orleans. .........- ONO 2 ci cn ndddcboe 
Shreveport 5 Tarrytown 
Maine: Portland 1, 584, 179 
Maryland: Baltimore... _- 14, 356, 805 s : 
Massachusetts: North Dakota: Fargo 
9, 344. 506 Ohio: 
; 600, 000 Cincinnati 
369, 355 || Cleveland 
1, 693. 334 CR can ocnconcaine 
1, 378, 997 ~ 
1, 718, 691 Hamilton 
"370 617 Toledo 
5, 448, 000 Youngstown 
270, 000 || Oregon: 
1, 800, 000 Portland 
"906, 630 || Springfield 
1, 023. 164 || Pennsylvania: 
2, 676, 666 Beaver Falls........... 


Michigan: Bethlehem 
ae 911, 747 
Battle Creek 1, 410, 534 
IR Bs wns. aren apasccereree 25, 541, 239 
Kalamazoo 1, 636, 119 
Mount Clemens 3, 573, 621 
Muskegon 2, 941, 015 
Port Huron 907, 094 
SE SR circ wncenntenn ae 

1, 524, 487 

— Harrisburg 

Minnesota: Johnstown 
Duluth__. 108, 600 McKeesport 
Minneapolis___--....- 9, 973, 517 McKees Rocks 
St. Paul 4, 165, 739 Philadelphia - _------__- 

Missouri: _ Pittsburgh 
Columbia 800, 000 
Kansas City............ 7, 272, 414 Reading 
iii sn ncins abenl 580, 166 Scranton 
St. Charles...........-. 74, 000 
St. Louis. ---_-- 22, 765, 574 Tarentum ; 

Nebraska: Omaha 5, 655, 000 Turtle Creek........... 

New Hampshire: Uniontow Bisees 
E55 seco 243, 478 
Manchester 1, 038, 256 || Rhode I sk and: 

325, 173 646, 000 

836, 205 Providence B 10, 957, 441 


—— 
et ee eet pd tt et 


oe ee 
<< 


OO web 
tt et eek pet Det eet bet et 


PR idciewcdtooek 
Cambridge............. 
Chelsea... __--- 

Fall River 
Lawrence... ae 
Lynn. 

Medford... 

North Adams. 


Somerville 


Dt bat et at tet AD bet et 





Dae ttt tet et et et 


2, 656, 024 
666, 564 
859, 102 
566, 403 

40, 647, 937 

7, 920, 027 
560, 629 
378, 778 

4, 302, 119 
588, 266 
969, 764 
457, 785 
268, 000 
699, 331 


nore 


meee 
DD ND Ci et et et rt et ret et tt pret pet ret et et pet et et et et et et DO 


ht OO et 


See footnotes at end of table, p. 1583. 
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Capital grant reservations and contracts! as of Dec. 31, 1956—Continued 


Number Number 
State and city of Amount State and city of 
projects projects 


Tennessee: Alaska—Continued 
Chattanooga Fairbanks. .--...-.--- ’ 
Clarksville 78 PE ve ddbcgeccescs ; 
Dyersburg ( Ketchikan-__..-...------ 
Franklin_-_. 5 Sitka 
Gallatin . 93, 218 Hawatli: Honolulu .- 
Johnson City_..- es 724, é Puerto Rico: 

Knoxville 2, 626, 987 Aguada_____- 

Lebanon 525, 733 Aibonito 

Lewisburg 39, 218 Anasco...--.- a 
Manchester- _..----- cbt : ee ee 
Memphis_. q b § cas ctacaes ‘ 
Murfreesboro___--.--..-- 328, 698 Bayamou i 

ly | ‘ 5, 907, Cabo Rojo....-.----- 
Pulaski. lad actalied hie 9, : Caguas 

1, 332, 678 Carolina 
Sprinsfield 470, 000 CN dagen 
Tullahoma 81,312 QO cid dddssesée 
Union ae. 268, 201 Guayama..-_.--- ae 
Waverly. saerees 31, 900 Guyanilla__-...-.-- 

Texas: Guaynabo....-..------- 
Corpus Christi. .....-.- 2, 718, 600 Humacao 

231, 958 Juana Diaz_.- 

Lubbock 379, 133 OT sn 
San Antonio_........--- 2, 000, 000 Las Piedras... ...--- 
Virginia: pS eee 
822, 320 Mayaguez.---.-- 

3, 621, 516 Naguabo- --- 

1, 000, 000 Orocovis 

1, 384, 986 Patillas- 

6, 963, 685 Ponce. .--.--- 

1, 657, 668 Quebra xdillas_- 

Roanoke 2, 036, O88 Rio Piedras i 
South Norfolk... 841, 457 Sabana Grande.-_-- 
West Virginia: San German.....-....--| 
Fairmont 2, 747, 484 ee ae 
F 519, 600 San Sebastian-_-....._- 
Wisconsin: ee mee tie k sib... 
Madison 1 312, 748 cg 
Milwaukee..-........--- 3 17, 973, 037 Vega Alta.....-..- 

Alaska: Vega het thins 
Anchorage 1 135, 666 Be nktbacccas= 








Danville... 
Harrisonburg... - 
Newport News. 


Richmond 


at pt bet BD et et Dt 


—_ 











‘ Includes urban renewal projects and demonstration projects. 
TOTAL AMOUNT OF PROJECT RESERVATIONS 


Mr. Tuomas. What is the sum total of these projects again? ‘They 
are not added up in the justifications. 

Mr. Sterner. The sum total of these reservations ? 

Mr. Tuomas. Yes. That is going to cost at the end of 1958, $1,150 
million ? 

Mr. Coz. No, sir. 

Mr. Tuomas. What is the number of them? We have used 3 or 
4 figures. It is $210 million, $360 million or $400 million ? 

Mr. Srerner. Grant reservations at the end of December 1956, and 
a 6-month figure for this current fiscal year, were $827 million. 

Mr. Tuomas. You set out a group of projects here as of December 
31, 1956—about 4 pages of them. 

Mr. Sterner. Those add, I think, to $827,738,000. 

Mr. Tuomas. What is the total number of them ¢ 

Mr. Srerner. The total number of those projects is 433, I think. 

Mr. Tuomas. 433 ? 

Mr. Sterner. Yes, sir. 
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POTENTIAL COST OF URBAN RENEWAL PROGRAM 


Mr. Tuomas. How many more projects in the United States. are 
eligible for this same grant, and what is the approximate cost of 
them ? 

Mr. Sretner. I do not have that information. 

Mr. Tuomas. What is your best guess? 

Mr. Sterner. The best guess probably is the figures in the Presi- 
dent’s Advisory Committee Report of February a year ago, which I 
referred to earlier, but I do not have that with me. However, I shall 
be glad to furnish it for the record. 

Mr. Tuomas. Does anyone have a horseback opinion as to what that 
figure is? 

Mr. Sterner. I am sorry, sir, but I do not have it with me. 

Mr. Core. Mr. Chairman, this program will grow. By that I mean 
there will be many other cities interested in it. 

Mr. Tuomas. You have in sight $1.15 billion. Would that be one- 
third of it, one-fourth of it, one-sixth of it or one-tenth of it? What 
is your guess ¢ vas bbe 

r. Cote. I do not think I would want to guess. We will give you 
this guess on the part of the Advisory Committee which was based 
upon some considerable study but no one can be very accurate in look- 
ing into this crystal ball. 

May ybe the cities will be able to do more of this conservation and 
falebbiltation and maybe they will not need to use quite as much in 
title I slum clearance. 

Certainly, we are going to encourage them to do it. 


Mr. Tuomas. Do you not think they are going to wake up sooner 
or later and find out that after all, it is their own money they are 
spending and that ce might be able to do it themselves ten percent 


or 15 percent cheaper than Uncle Sam can do it for them ? 
Mr. Corr. We have the definite policy of encouraging them to do it. 
Mr. Tuomas. In other words, if they do not have the money, we 
just tax them and send it back to them. 
Mr. Cotz. We have a very definite policy of encouraging that. 


STATE PARTICIPATION IN UBRAN RENEWAL 


Mr. Jonas. I notice some States do not have any cities listed here. 
Is that because they do not have enabling legislation, or because they 
have not made any effort to qualify ? 

Mr. Tuomas. They have not gotten that workable plan. 

Mr. Srerner. It is both, sir. There are 13 States that do not have 
legislation and a few States have legislation but either have not applied 
or the legislation requires some perfecting. 

Mr. Jonas. In which category is my home State of North Carolina? 
I see we do not have any cities listed there. 

Mr. Srerner. I think North Carolina, sir, is in the category of States 
which have legislation but the legislation requires some further perfect- 
ing amendments. 

Mr. Jonas. Have you had any applications from cities in North 
Carolina ? 

Mr. Sretner. We have inquiries of interest, and I think Greensboro 
particularly has wanted to go ahead, but I cannot give you the details 
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on that, because field contacts of that nature are handled through our 
regional office in Atlanta. 

r. Tuomas. In States where you have home rule the cities have 
to have their own workable plans; do they not? Do they not have to 
have certain rules and regulations on maintenance of the property, fire 
protection, and health plans, and so forth? I do not think my town 
likes your regulations, and maybe you do not like the way we do 
business, and I am sure we do not care. However, the upshot of it is 
that the people of Houston are paying a whole lot out of their pockets 
for the improvement of other cities, and for which they are not get- 
ting any benefit. 

I am not sure we are going to continue to be happy about this when 
people realize what it is costing them, and that this is only a drop in 
the bucket. It is so stupendous that the Administrator will not stick 
his neck out for a small guess as to whether this is one-fourth, one-fifth, 
one-sixth, or one-tenth of the total cost. 

Mr. Jonas. As a matter of fact, you would have to invent some new 
digits to get anywhere near it. 

Mr. Evins. It is apparent that perhaps Texas and North Carolina 
do not need this assistance. Puerto Rico seems to have received the 
greatest number of grants. 

Mr. Jonas. Of course, Tennessee is not lacking in modesty I see. 

Mr. Evrns. Tennessee always likes to be in the forefront. 

Mr. Tuomas. I looked over these justifications last night, and noticed 
that Tennessee was not doing bad, New York was not doing bad, 
Georgia was not doing too bad, and that Chicago, the home of our col- 
league, Mr. Yates, has 20 projects in the amount of $75 million, as 
well as I remember. 

Where is that table ? 

Mr. Sterner. It appears on page E-20, sir. 

Mr. Jonas. Was that figure $75 million ? 

Mr. Sretner. Yes, sir. That is for 20 projects at $75 million. 

Mr. THomas. Where is Tennessee shown ? 

Mr. Srerner. E-22. 

Mr. Tuomas. Yes; the figures are all set forth startng with page 
K-22. 

Mr. Jonas. Off the record. 

( Diseussion held off the record. ) 


Derense MopinizaATion ACTIVITIES 


Mr. Tuomas. Let us look at defense mobilization. 

Mr. Coir. We are in that business, sir. 

Mr. Tuomas. Insert the narrative on page F-1 and the table on F-3. 
(The information referred to is as follows :) 


DEFENSE MOBILIZATION FUNCTIONS 
INTRODUCTION 


The Housing and Home Finance Agency assignments from the Office of Defense 
Mobilization stem basically from Defense Mobilization Order 1-14. Included 
among the Agency’s responsibilities are the development of plans to insure the 
continuity of the essential functions of the Agency in the event of attack ; prepara- 
tion of a detailed wartime organization plan for undertaking such housing and 
community facilities programs as will be necessary in the event of mobilization 





1586 


or attack; development of programs and regulations relating to the financing, 
housing price stabilization, and allocation of housing for varying mobilization 
assumptions; and responsibility for governmentwide resource mobilization plan- 
ning in the housing and community facilities area. 

The Agency is also responsible for participating on ODM’s mobilization plans 
group, for assigning a full-time staff member to the ODM Damage Assessment 
Center; and for the identification and training of Executive reservists for 
assignment to the Agency in the event of mobilization or attack. 

In order for these assignments to be developed in the depth contemplated by 
ODM, the conscientious attention of. an increasing number of individuals in both 
the central and field offices is required. The Agency has made a start toward 
meeting its responsibilities during the past year by accomplishing the following: 

1. Major functional areas of mobilization activities have been delineated and 
delegated by the Administrator to the constituent commissioners. 

2. HHFA regional defense planning committees have been established to plan 
for regional defense activities, to represent the Agency on ODM’s regional mobili- 
zation committees, and to participate in test exercises. 

It is clear that the work which has been accomplished to date—the cost of 
which the Agency has had to absorb—has served primarily to identify the 
dimensions of the tasks that lie ahead. These efforts also demonstrate that the 
Agency will be unable to fulfill its obligations to ODM unless provision is made 
for adequate budget support for this substantial, expanding, and accelerating 
program activity. 


BUDGET PROGRAM 


The budget program recognizes the need for assignment of specific defense 
mobilization staff to the administrative, legal, technical, and programing units 
of the Office of the Administrator and the constituents. This staff would perform, 
within the area of assigned program responsibility, the following functions: 

1. Developing in detail the emergency functions to be performed under varying 
mobilization assumptions. Such functions would include plans for the alloca- 
tion and control of materials, manpower, and other limited or critical resources 
for the rehabilitation and provision of housing and community facilities; and 
participating with Federal Reserve Board, ODM, etc., in the development of hous- 
ing price stabilization and credit control programs. 

2. Determining the content of the new legislative authorities needed to carry 
out these functions, including the development of drafts of standby legislation and 
public regulations and stand-by policies, procedural orders and technical guides 
and standards to govern the administration for wartime program. 

3. Preparing detailed organization, staffing and budget plans to implement 
these programs, both at the seat of Government and in the field. This would in- 
clude plans for the operation of an agency system for the receipt, analysis and 
interpretation of data relative to enemy action, provision of assistance to the 
National Damage Assessment Center, and expansion of departmental and field 
relocation activity. 

4. Selecting and indoctrinating staff in the performance of wartime functions 
so that a nucleus of trained personnel would be available in the event of an 
emergency. The formulation of an agency-wide executive reserve program would 
be included under this function. 

5. Developing complementary plans for the curtailment or adjustment of cur- 
rent peacetime programs and for the rapid and orderly transition from peace- 
time to wartime organization. 


ADMINISTRATIVE EXPENSES 


This is a new appropriation request for the fiscal year 1958. The request of 
$175,000 will provide funds for the Office of the Administrator and the constituent 
agencies of the Housing and Home Finance Agency to undertake mobilization 
planning in the assigned areas as described above. 

The table on the following page presents an object breakdown of the budget 
request—with the large “Other contractual services” item representing the 
amounts proposed for allocation to the constituents : 
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Comparison of administrative expenses 


i 
| Estimate 1958 


| Man-years | Amount 






Personal services: | 
en et awaiwe nas vile dnhn snc Midetascepeae) 10. 0 | $64, 000 
Fini onan nadencocsengthth detieitaaa SSbbcbnbednd hoo Ge sisicds che- dane ee 2.0 16, 000 


Other objects of expense: 
Travel 


7 PWekese ces wount pameewe 8, 000 
T ransportation of things. re 100 
Communication services Sibaitieaccesdeetes 1, 600 


Rents and utilities si “eon Viet (ePID erie ee Tek ie eee ene 2, 500 
Printing and reproduction. beware paecaea | 












Other contractual services: 
Federal Housing Administration - - 
Public Housing Administration 
Federal National Mortgage Associ: ition _- 





Supplies and materials ____-_____- 
Equipment_.- 3 
Refunds, awards and indemnities 

Taxes and assessments 







I gra wet tncekiicioacs 
Add cost of retirement under Public Law 854 grants, “subsidies and contri- 
DPI, cncvntccynued as sai eater tk nical saad ak cial 















Totel, defense mobilization functions__._-- Sa Keke ie ee Mee 5 ae Re ree ae rae | 175, 000 





Coitiece Houstne Program 





Mr. Tuomas. If there are no questions, let us go to college housing 
next. We will insert page G-1. 
(The information referred to is as follows :) 


College housing loans—Program highlights 


Actual, 1956 Estimate, Estimate, 
1957 1958 


Number of projects: 


Reservations made_--.--...---- ae sneak ; 288 | 300 300 
Loans approved _-.......-.-- ip ctitlesintares cece , 120 285 285 
Construction starts. dco wiciiaabiinacs seus iona daa 8S 173 204 
Bond issues purchased... ----- iaiote Slik ceebaae 2a 62 90 165 








Amount (millions): 
Net new crmmitments_-_-_--....---- ‘ $248, 2 $249. 6 $249. 5 
Executed loan contracts _ _- __- whi bes <thhedudsiete ‘ 81.0 252. 0 289. 0 


Disbursements - ENF IR ET EI Or 33. 5 | 85. 5 148. 0 
Administrative expenses: 


PIII... Satan ak oc dddblda tel dendbendddewseeban : 83. 9 135. 0 206. 0 





$1, 062, 300 $1, 622, 300 
37, 700 37, 700 








Staff expenses.__-_--- edie ase d 
Services by other agencies oie 















Te oa cinietinaie visi wialeniieniniivicaiitnnnciaakag 687, 972 1, 100, 000 1, 700, 000 






Mr. Tuomas. May I read this legislative background: 





The college housing loan program was created not only in recognition of the 
urgent need for housing of expanding college enrollments, but also to provide 
-ampus housing space at rentals which the average college student can afford. 
Title IV of the Housing Act of 1950 authorized the Housing and Home Finance 
Administrator to borrow funds from the Treasury to make long-term loans to 
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institutions of higher learning for construction of student and faculty housing. 
The original statute has been amended several times—notably by the college 
housing amendments of 1955 which authorized loans for the construction of 
essential service facilities and established the present interest-rate pattern. 


This program was started right after the war ? 

Mr. Frantz. The Housing Act of 1950. 

Mr. Tuomas. That is right. We had torn down all the barracks 
and spent four times what it was worth to put them up. 


STATUS OF BORROWING AUTHORIZATION 


We come to the status of borrowing authorization. Insert page G-2. 
(The information referred to is as follows :) 
STATUS OF BORROWING AUTHORIZATION 


The borrowing authorization to support the loan program has been increased 
from the $300 million provided in the original statute to a total of $750 million. 
A further increase of $175 million is reflected in the budget program for 1958. 


Statutory borrowing authorization 


{Dollars in millions] 


Source Noncumula- | Cumulative 
tive 


Housing Act of 1950 Rte ro $300 | 
Housing Amen iments of 1955___.-._- : ; 200 | 
Housing Act of 1956 aap.) ee ; | 250 | 


Proposed legislation. .__........_.. is puatemmen Tsiins a 175 
I 


The budget program described below contemplates net new effective commit- 
ments of some $250 million in each of the current and budget years. The 1958 
commitment level will be supported by the $175 million of new authority pro- 
posed in the budget plus the carryover balance. The table below shows actual 
and estimated commitments against the authorization through the end of the 


current year : 
Thousands 


Cumulative authorization 
Effective commitments, 1950-56 416, 899 


Uncommitted authorizations, June 30, 1956 333, 101 
Estimated commitments, fiscal year 1957 250, 000 


Uncommitted authorization, June 30, 1957 


Mr. THomas (reading) : 


The borrowing authorization to support the loan program has been increased 
from the $300 million provided in the original statute to a total of $750 million. 
A further increase of $175 million is reflected in the budget program for 1958. 

I have the sheet which shows a total of $925 million. Is that right? 

Mr. Frantz. Yes, sir. 


INTEREST RATE ON LOANS 


Mr. Tuomas (reading) : 


The interest rates charged on college housing loans were established by a man- 
datory formula specified in the Housing Act of 1950. The housing amendments 
of 1953 provided for their determination by the Administrator. The housing 
amendments of 1955 reestablished a mandatory formula on a basis different from 
that in the original statute. 















What is it now ? 
Mr. Frantz. 2.875. 

Mr. Tuomas. Insert page G-3. 

(The information referred to is as follows :) 


College housing loans 


Housing Act of 1950 (mandatory formula) : 


July, 2, 1051, 100 Apr. 30, 106Qio oid don Lut Ses eee ee i ce 2. 75 
May 1,.1952, to May $1, 1952... .........~alucsus saesusaie ccd ads 8. 01 
See B TOG Fee Fe Tee ieee een onthe n cea —ileennniee 3. 00 
SE Se ee Or eee Ie Bia an cpr s cetenan quig eamaing ae napeen ae 3.01 
July 1, 1962, to ApsoR@UB i) sul 5G Ses cea do 3. O1 
PALE, 80 ily i Se oir ce eens nemoennarn 3. O1 
Housing amendments of 1953 (determination by Administrator) : 
UI hin es GD a OUI I Isat cance ctl eosinadcdncasetheeanenernmmicdictnahancsieiaseieal 3. 25 
GUA Dae OUD. ir I a eee ence 3. 50 
Housing amendments of 1955 (mandatory formula) : 
Ade. Ti: 2068, to Jue SO) 10880 lk le bilo eis 2. 75 
Jiily'2, 1056, to'June:80, 2007 ont to seco) Ga nie 2. 875 


Current formula and rates——Under the housing amendments of 1955, the 
Administrator may establish a loan rate of 2.75 percent or the rate charged by 
the Treasury Department on program borrowings plus 0.25 percent, whichever 
is higher. The statute also prescribes the basis for computing the Treasury 
rate. 

Accordingly, from August 11, 1955, through June 30, 1956, the rate was set 
at 2.75 percent since the Treasury rate was then below 2.50 percent. On July 
1, 1956, the Treasury rate went to 2.625 percent and the Administrator increased 
the loan rate accordingly to 2.875 percent. This is the current rate. 

Effect of statutory interest rates—-The enactment of the lower statutory 
interests rates in August 1955 resulted immediately in an extraordinary increase 
in the number of new applications and the withdrawal of private investors from 
participation in loans under this program. 

Within less than 1 year after the lower interest rate went into effect, the 
agency received almost aS many applications for loans as it had in the previous 
4 fiscal years. This rate of program activity is shown in the following table: 


Mr. Tuomas (reading) : 

Within less than 1 year after the lower interest rate went into effect, the 
agency received almost as many applications for loans as it had in the previous 
4 fiscal years. This rate of program activity is shown in the following table. 

Insert the table on the next page. 

(The information referred to is as follows :) 


Fiscal years Fiscal year 6 months, 
| 1952-55 1956 | fises] year 
1957 
1 | 
Preliminary applications... _. 460 | 389 131 
Amount (in millions) - _- el ‘ | $343 $429 $138 
Average loan j $745, 000 $1, 105, 000 


| $1, 055, 00 





Much of the increase may be attributed to the entry of the larger State-con- 
nected colleges and universities. Although these institutions had previously 
secured favorable rates in the private market for their tax-exempt bonds, they 
have turned to the Federal program to take advantage of even more favorable 
interest rates provided by law. Applications from these institutions have also 
contributed in the higher average loan amount requested. 

In addition to the low interest rate, the 1955 amendments also specified that 
colleges need accept private financing only if the rate offered were equal to or 
less than the prescribed Federal interest rate. More than $30 million worth 
of college housing bonds were bid in by private sources prior to fiscal 1956. 
However, during fiscal 1956, 72 bond issues totaling some $58.5 million were of- 
88278—57—pt. 2———47 
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fered for sale and the Housing and Home Finance Agency was the sole bidder 
on all of them. 

The college housing program has not at any time financed all housing con- 
struction by colleges. A substantial share of private college construction has 
been financed by gifts, revenues from other projects, and borrowings of various 
types. State colleges which issue tax-exempt bonds—particularly general ob- 
ligation bonds—have usually been able to sell their issues at reasonable rates to 
private lenders. However, two factors are now prompting all types of colleges 
to depend heavily on this program: First, the need for large amounts of money 
to finance all other types of construction; and second, the low interest rates 
established by the statutory formula. 


Mr. Tuomas. You have to have $175 million. You charge for 
project examinations and inspections of the project. 


PROGRAM OPERATIONS 


Tell us generally about how many units have been built, the nature 
of the construction, and soon. Have you had any bad units? What 
is the status of this program now? Are there any defaults? What 
is the total number of units ? 

I believe you have a table showing this data. 

Mr. Hazevttne. We have the total number of units. 

Mr. Tuomas. This is the amount on page G-6. Insert that table on 
that page. 

(The information referred to is as follows :) 


PROGRAM OPERATIONS 


Through June 30, 1956, more than 70,000 units of housing have been assisted 
through the college housing loan program. At that date 288 loans were approved, 
which will provide dormitory housing for 42,978 men and 24,376 women 
students, and family housing for 1,908 student families and 783 faculty mem- 
bers. It is estimated that by the end of the budget year, a total of about 200,000 
units of housing will have been assisted. 

Preliminary applications 

The college is required to file a preliminary application to permit Agency 
review of eligibility, need and the general acceptability of the proposed project 
and loan. <A satisfactory submission is given preliminary approval and a 
reservation of funds to assure the applicant that if an otherwise satisfactory 
full application can be developed, a firm loan commitment will be made. Actual 
and estimated filings are shown below : 


[Dollars in thousands] 


Annual Cunulative 
Fiscal year 


Number Amount Number Amount 





1951-2... | 34 $26, 586 34 $26, 586 
* 


1952 | 7 4 95, 110 
1953 : ixit=5 < E Saco 113 4, 179, 901 
1954 ‘ _ ‘ 124 3, 74 343 | 263, 628 
1955 Bisle O Bh. 4 act Vi) ; 117 , 90! 342, 5: 
MG cin dennaee- <9: yb hertdteee stepice «| 389 | 29, | 2, 337 
1957 (estimate) 4 390 | ; 1, 16°, 000 
1958 (estimate) ______- ; dekh 5 . 390 | ; 1, 552, 000 





Mr. Tuomas. What is this? 
Mr. Frantz. Those are applications. 
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NUMBER OF UNITS COMPLETED AND UNDER CONSTRUCTION 


Mr. Tuomas. Can you put another column in this table showing 
the number of units constructed and in construction for these years, 
from 1951 right on through to 1958? 

Mr. Frantz. Yes, sir. ‘We ean develop that. 

Mr. Tuomas. How many units have you completed now / 

Mr. Hazertine. Total of all the units which have been either com- 
pleted or have been approved—— 

Mr. Tuomas. No, those are two different things. How many are 
completed ¢ 

(Reading :) 

On June 30 there were more than 70,000 units of housing which have been 
assisted through the college housing loan program. 


What does that mean / 

At that date 288 loans were approved, which will provide dormitory housing 
for 42,978 men and 24,376 for women students, and family housing for 1,908 
student families and 783 faculty members. It is estimated that by the end of 
the budget year a total of about 200,000 units of housing will have been assisted. 

What do you mean by that? How many have been built or how 
many will be built by the end of fiscal 1957 ? 

Mr. Hazevrine. It will be difficult to say how many have been com- 
pleted as of that particular moment. 

Mr. Tuomas. The program is 6 years old. How many are completed 
now? Do you know / 

Mr. Hazevtrne. I have the accumulated figure. It runs 99,214 units. 

Mr. Toomas. You mean assisted or completed ? 

Mr. Hazeitine. Completed. [ Note: This response is in error; the 
figure is a total of units assisted. | 

(The information requested above is as follows:) 

As. of January 31, 1957, units in projects completed for occupancy totaled 
40,624, and another 27,680 units were under construction. Data by fiscal years 
was not available in time for insertion in the record. 

Mr. Tuomas. Do you help modernize them, too ? 

Mr. Hazevstne. We have had some modernizations, but very few 
compared to the general new construction. ; 

Mr. Trromas. I imagine it has done the world some good. 

Mr. Cour. It has, sir; of course it has. 

Mr. Tuomas. Have you had any defaults / 

Mr. Hazeviinr. Not one, 

Mr. Tomas. That is 100 percent good, then. You cannot beat that. 

Mr. Jonas. G-4 points up in clear language the point you were 
making. 

It states: 


More than $30 million worth of college housing bonds were bid in by private 
sources prior to fiscal 1956... However, during fiscal 1956, 72 bond issues totaling 
some $58.5 million were offered for sale and the Housing and Home Finance 
Agency was the sole bidder on all of them. 


Mr. Tomas. They just can’t compete with the cheap Government 
money. 
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Pusuic Faciniry Loans 


Insert the small loans program in the record, page H-1. 
(The information referred to is as follows :) 


Pusiic Factriry LoANs 


Program highlights 





[Dollars in thousands] 


Actual, Estimate, Estimate, 
| 1956 1957 1958 


Full applications received _-- 85 110 
Net approvals: 

‘ 78 96 

Amount $15, 600 $19, 200 

RNIN, noon cc cence cc ccccoce $2, 500 $14, 500 

Administrative expenses: 


5 a A REIT ee a pn ep RO 47.0 57.0 


$368. 0 $490. 0 


LEGISLATIVE BACKGROUND 


Title II of the housing amendments of 1955 authorized the Housing and Home 
Finance Administrator, acting through the Community Facilities Adminis- 
tration, to purchase the bonds or other securities of State and local govern- 
ments or their agencies to finance construction of specific public works projects. 

These authorities are subject to the following restrictions : 

(a) Financial assistance may not be extended unless credit is not otherwise 
available on reasonable terms, and unless the loan is of such sound value or so 
secured as reasonably to assure retirement of repayment. 

(b) Maturities including renewals or extensions may not exceed 40 years. 

(¢c). Priority in the processing of applications shall be given to small munici- 
palities for assistance in the construction of basic public works for which there 
is an urgent and vital public need. 

(d) Financial assistance may not be provided for payment of ordinary gov- 
ernmental or nonproject operating expenses. 

(ec) The Administrator is authorized to issue notes to the Secretary of the 
Treasury in an amount not exceeding $100 million. Borrowings and proceeds 
ef operations constitute a revolving fund which may be used by the Adminis- 
trator in the exercise of his functions under title IT. 


Mr. Toomas. What was the authorization for this program ? 
Mr. Hazectine. $100 million. 


WORKLOAD DATA 


Mr. THomas. Applications received, 40 in 1956, 85 in 1957, and 
110 in 1958 estimated. You approved 10 in 1956, 78 in 1957, and you 
estimate 96 in 1958. The cost is $15,600,000 in 1957 against $19,200,- 
000 in 1958. 

Administrative expenses, you jump from 47 man-years to 57, Dol- 
larwise you jump from $368,000 to $490,000. 


LEGISLATIVE BACKGROUND 


Title II of the housing amendments of 1955 authorized the Housing and 
Home Finance Administrator, acting through the Community Facilities Ad- 
ministration, to purchase the bonds or other securities of State and local gov- 
ernments or their agencies to finance construction of specific public works 
projects. 
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The authorities are subject to these restrictions : 
Maturities including renewals or extensions may not exceed 40 years. 
Priority in the processing of applications shall be given to small municipalities 
for assistance in the construction of basic public works for which there is an 
urgent and vital public need. 

Financial assistance may not be provided for the payment of ordinary govern- 
mental and nonproject operating expenses. 

The Administrator is authorized to issue notes to the Secretary of the Treasury 
in an amount not exceeding $100 million. Borrowings and proceeds of opera- 
tions, et cetera. 


What is the status of this program as of January 1 or some recent 
date? You spent $15,600,000, or is that through fiscal 1957? Is it 
$10 million now ? 


STATUS OF PROGRAM 









Mr. Hazertine. Full applications as of the end of February 15, 
1957, $24 million-plus. Approvals have been $3 million, and under 
review we have $22 million. We have had an extremely large in- 
crease in the last 3 or 4 months on this particular program. 





INTEREST 





RATES 





Mr. Tuomas. What is the interest rate ? 

Mr. Hazeitrne. Interest rate was based on our formula which set 
the general obligation bonds originally at 334 percent and the revenue 
bonds at 41, percent. 

However, the action of this formula with the interest rates as they 
are now across the country, our general obligation rate is 4 percent 
and the revenue rate is 414 percent. 

Mr. Tuomas. What is the legislative authority? How does it read 
as to the interest rate ? 

Mr. Hazextrne. Legislative authority permits the Administra- 
tor 

Mr. Tuomas. You state to defray administrative cost and provide 
for losses. What is the yardstick ¢ 

Mr. Hazertine. It is up to the Administrator to set a reasonable 
rate. 

Mr. Tuomas. Is that all? 

Mr. Hazeurine. Yes, sir. 

Mr. Tomas. What isthe rate you charge now ? 

Mr. Hazexrine. 4 percent on general obligations and 414 percent on 
revenues for 30 years. 

Mr. Tomas. What did you charge last year? 

at Hazevtine. When the program started, the rates were 334 and 

41/,, but the formula was geared to the averages of the bond markets 
and the Government securities, and when they went up, our rates 
went to 37% and 43g percent. On the 17th of last November, our rates 
went up to 4 percent and 41% percent. 

Mr. adits. Thisisa popular program, is it not ? 

Mr. Hazevtinr. Becoming more popular as it becomes more widely 
known. 



















BUDGET PROGRAM 






Mr. Tuomas. Insert the table on page H—4. 
(The information referred to is as follows:) 
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PusLic Factnity Loans 
BUDGET PROGRAM 


The table below shows program activity for the 3 years covered by the 
budget program : 
[Dollars in thousands] 


| 


| 
Actual, | Estimate, Estimate, 
1956 | = :1957 1958 


en eenn a ennp 100 
Full applications received_._._________- fal 85 
Loans approved ‘ 60}. iL. sc4 ji 82 
Less: Withdrawals after approval_____- aaa beokt { 
Net loans approved: 

Number oe = 78 

$15, 600 

Disbursements .-_-__--- ‘ 
Construction starts_-.__--.....-- 
Construction completions-_- 
Bond issues awarded ._______- 


AMOUNT OF LOAN 


Mr. Tuomas (reading) : 


Consistent with the small size of communities seeking public-facility loans is 
the fact that more than two-thirds of the loans requested are for less than 
$200,000. 

Have you had any defaults so far? 

Mr. Hazevtrne. No, sir. 

Mr. Tuomas. And your total amount I didn’t quite get. It was con- 
siderably less than the $15,600,000. 

Mr. Hazevrine. That was total of estimated approvals. 

Mr. Tuomas. And you had $24 million in the works. Is that correct ? 

Mr. Hazevtrne. $22 million in the works at that time. 

Mr. Tuomas. You think you will exhaust this total authorization 
of $100 million ? 

Mr. Hazertrne. Not at this time; no, sir. 


EFFECT OF LOCAL DEBT LIMITS 


Mr. Jonas. You state on page 2 that 30 percent of the communities 
involved could not obtain financing. Is that because of constitutional 
limitations ? 

Mr. Hazevtrne. No, sir. It was usually because of the size of the 
community and the amount they wanted, and the investment houses 
were not interested in bidding on their issues. 

On page H-5 you will see that 38.2 percent of our applicants are 
communities of under 500 people, and 40 percent are under 1,000, and 
only 11 percent are over 5,000. 

Mr. Jonas. You could not lend money to a municipality in violation 
of the constitutional borrowing provisions any more than a private 
banking house could ? 

Mr. Hazevitne. That is right. We operate identically in the same 
manner as investment bankers in our approach to these loans. 
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ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Insert the table on page H-8. 
(The information referred to is as follows :) 


Public-facility loans—Comparison of administrative expenses 


Actual, 1956 Estimate, 1957 | Estimate, 1958 
| 


| 


| Man- | Amount | Man- | Amount | Man- Amount 
| years | years | years | 


| 
Personal services: | 
Departmental _ _. 7. $49, 612 21.0 | $140,000 | 26.0) | $171, 000 
Field _.. | 3. 43, 471 26.0 168,000 | 31.0 199, 000 


Total_ | 13.9 | 98, 083 | 47. 0 | 308,000} 57 oO} 370, 000 


Other objects of expense: | 
Travel 5, 124 25, 000 | 38, 700 
‘Transportation of things 146 , 000 | | 1, 100 
Communication services 2, 409 | 9, 700 | 5, 600 


) 
Rents and utilities 2, 453 | 900 14, 700 
1 


Printing and reproduction. , 574 , 300 | | 2, 600 
Other contractual services | S48 2, 000 | 5, 600 
Supplies and materials 945 2, 300 | , 200 
Equipment | 2, 769 3, 300 | 2, 600 
Refunds, awards, and indemnities 101 | 100 | 300 
Taxes and assessments ht 112 | 400 | 600 


Subtotal 5, 481 30, 000 | 97, 000 

Add cost of retirement under Public Law 854, | 
grants, subsidies, and contributions 5, 436 1 19, 000 | _ 23, 000 
Total, public-facility loans 5, 387, 000 | 490, 000 


1 Adjastment { for comparability. 


Mr. Tuomas (reading) : 


The administrative expenses of the public facility loan program are payable 
out of the corporate funds available in the revolving fund. 

The budget request for fiscal 1958 is $490,000, an increase of $122,000 over 
the current year. The increase is essentially due to two factors—first, inelu- 
sion in the estimate of $23,000 to pay costs of the Government’s contribution 
to the civil-service retirement fund—and second, the cost on a full-year basis 
of staff recruited during the current year. 

flow many are you annualizing / 

Mr. Franz. The going rate would be approximately $325,000 as 
of right now. With the recruitment going on in the field—— 

Mr. 'THomas. $350,000, then, paying Pp hilip Young and—— 

Mr. Frantz. I allowed for that, sir. 

Mr. Tuomas. You say $23,000 here. 

Mr. Frantz. It will be around $325,000 to $330,000 as of right now. 
With the recruitment we have in the field we think it will be pretty 
close to the $490,000 level by the end of this year. 


DIFFICULTY OF PROCESSING LOANS 


Mr. Tuomas. The amount of business you do does not justify that. 

Mr. Hazeitine. These ave the most difficult loans we have to work 
up, Mr. Chairman. More time is spent on them per dollar than any- 
thing else. 

Mr. Tuomas. Why are they difficult ? 

Mr. Hazevrine. Because the people we are dealing with in these 
small villages probably never have had a bond issue before, never 
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have kept proper books, or anything of that kind. We have to doa 
great deal of work to help them get ready to make an application. 
We feel that is a very good thing. 
Mr. Tuomas. This is where you have to look over the bond, is it 
not? If the bond is not right you will not get back your money ‘ 
Mr. Core. That is right. 
Mr. Hazevrinr. If the bonds are right, some investment house 
may come along and underbid us. 


PREPARATION OF PLANS FOR PUBLIC FACILITIES 


Mr. Tuomas. What about the plans ? 

Mr. Hazerrine. The plans are their business. They do their own 
planning after they have gotten our money, or they are eligible for a 
planning advance prior to the time they get their money, but we do 
not tie the two together. 


USE OF FEDERAL PLANNING ADVANCE 


Mr. Tuomas. Do they come into your community facilities pro- 
gram and get some advance planning money, too? 

Mr. Hazevirne. They might. 

Mr. Tuomas. They get advance planning and then get a loan, too? 

Mr, Hazevrine. That would make no dilference. 

Mr. Tuomas. I know that, but what percentage do? 

Mr. Hazevtine. I don’t know. It would bea good thing if they did 
because they would then have better plans than otherwise for the 
construction we are financing. 

Mr. THomas. Do you encourage them to do that? 

Mr. Hazevrine. Not an advance for planning in the hopes of get- 
ting a commitment for a loan from us, but we would encourage them 
to get an advance from us to do a proper planning job. 

Mr. Tuomas. You have better engineers than the folks back home ? 

Mr. Hazevrinr. We never do any ‘of the planning. 

Mr. Tromas. If they were to come up and get a little planning 
money nad you supervised it—— 

Mr. Hazenttxr. We wouldn’t do it. 

Mr. Troomas. What would you do? 

Mr. Hazerrtnr. Merely evaluate the plan after it has been com- 
pleted to see that the scope is within the framework. 

Mr. Tuomas. You would just look over the entire job and not the 
details? 

Mr. Hazevitne. That is a plausible statement. 

Mr. Tuomas. And you are in a better position to go over the plans 
than the folks back home? 

Mr. Hazettine. I wouldn’t say that. 

Mr. Tuomas. You said they would be better off if they had advance 
planning money and borrowed the money from you. 

Mr. Hazextine. If they got advance planning money from us. 

Mr. Tuomas. Because they would have better plans? 

Mr. Hazertrne. Because they would go then to their own engineers 
whom they would retain. 
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Mr. Tiromas. Now you are changing the statement. I can under- 
stand what you are saying now. I didn’t understand the first part 
of it. 

TYPES OF FACILITIES ASSISTED 


Mr. Coir. May I at this time ask we insert the small table on top of 
page H-6¢ It is rather interesting. This gives the type of applica- 
tion. 

Mr. Tuomas. We will insert that table on page H-6. 

(The information referred to is as follows :) 


PupLic FactLtiry LOANS 


Type of facility—Applications received through November 30, 1956, also sup- 
port the findings of recent surveys and the experience of related programs con- 
cerned with community development. As shown in the following table, almost 
90 percent of the loan requests have been for local water and/or sewer facilities : 


Type of application | Number Percent 


Water and/or sewer-... 80 | 89.9 
All other... _-- s aia ez 9 10.1 


Total. : eo | . 100. 0 


Mr. Jonas. What projects are “all other” projects ? 

Mr. Hazextine. Gas distribution systems, and any other case which 
might be one of absolute necessity. 

Mr. Jonas. Such as? 


Mr. Hazertttne. We have set a general policy which includes health, 
sanitation, and public safety. An underpass in a main street in a 
small town, for example, to prevent continued accidents at a railroad 
crossing, that might be considered there. We haven’t had any of 
those at the present time. 


REVOLVING Funp ror Ligvipating Programs 


Mr. Troomas. We will look now at the revolving fund. Is that old 
fund still serving a useful purpose ? 

Mr. Corr. We think it is making money for the Government. 

Mr. Tuomas. Insert pages I-1,2, 3, and 4 in the record. 

(The information referred to is as follows:) 
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REvoLvING Funp (LIQquIDATING PROGRAMS) 


Program highlights 


[In thousands of dollars] 


Estimate, Estimate, 
1956 1957 1958 





Liquidation proceeds: 
Sale of real estate cht dn had 6 $7, 634 $1, 716 
Income from management of housing projects_. -- rah 17, 549 5, 966 | 1,101 
Collections on loans and mortgages. - - - - - bijhbaeed cs sJ 10, 937 12, 857 | 13, 753 
Interest on loans and mortgages_____- sa | 8, 247 | 9, 670 


ee Ne sh he 53, 272 | 34, 704 | 26, 240 


Less amounts used: 
Acquisition of land and improvement of property-_-__- 2, 608 ig 12 
Expenses of: | 

Real property disposition. .................-.-.---- ) 2, 337 
Real property management_. 4 i ‘el 9, 930 3, } 1, 059 
Loan and mortgage management ; ; 558 : 411 
Grants to local governments . } 551 | 1,375 
i a Re ee ween ewacnwe 70 | 


I icra Sihddiceauurrovel _ 16, 806 | : 5, 194 





Net liquidation proceeds.__.........-- ee5azseszse 36, 466 
= ———— | —— 


21, 046 


Net book value of principal assets—end of year: 


Cash -  FeCabweesas 
Loans and mortgages... ___- 
Real property - . -- : 
Other 


ORR. ane ds'dy 


Retirement of Government investment... 


Administrative expenses: 
Liquidating emergency housing 
Other liquidating programs. 


25, 696 | 7,443 
174, 932 | 209, 338 207, 354 
263, 436 43, 888 8, 269 
8, 663 | 10, 757 | 10, 256 
472, 727 | 272, 237 | 233, 322 
22, 000 


1, 730 
210 


1, 940 





The Independent Offices Appropriation Act, 1955, established a single revolving 
fund for more efficient liquidation of remaining assets under the following 
Agency programs: 

1. Liquidating emergency housing programs.—Defense, public war and vet- 
erans’ reuse housing. and subsistence homesteads and “Greentowns”—all operated 
by the Public Housing Commissioner under delegation of authority from the 
Housing and Home Finance Administrator. 

2. Other liquidating programs.—Alaska housing, loans for prefabricated hous- 
ing, war public works, defense community facilities, and first and second advance 
planning—all assigned for liquidation to the Community Facilities Administra- 
tion by the Administrator’s Reorganization Order No. 1. 


PROGRESS IN LIQUIDATION 


Assets are expected to fall by $39 million in the 1958 fiscal year, as compared 
with $200 million in the current year and $180 million in the year ending June 
30, 1956. The trend is largely controlled by the change in character of remaining 
program assets. 

There were two principal types of property available for disposal—real prop- 
erty and loans. At the beginning of the 3-year period covered by this budget 
program, roughly 70 percent of total assets of $472 million was in real property ; 
by the close of the period only about 3 percent, or $8 million, is expected to be in 
this form. The portfolio of loans and mortgages increases by 50 percent during 
the 3 years and is expected to amount to $207 million or nearly 90 percent of 
total assets as of June 30, 1958. 


Real property 
Disposal of housing is expected to be completed by the close of fiscal 1958. 
Actual and scheduled disposition by types, in terms of dwelling units, is as follows: 





Actual, 1956 


| Estimate, Estimate, 
1957 1958 


Sales of permanent projects. _.____. ‘th tnd tien oh 
Demolttion, removal, and sales of temporary projects 
Transfers to local governments and other agencies_- 





Remaining on hand, close of year. 








Realization from deposition and management of real property accordingly 


drops sharply from a combined total of $36 million in 1956 to less than $3 million 
in fiscal 1958. 


Loan servicing 


Collections of principal repayments on loans and mortgages are expected to 
amount to almost $13 million during the current year and some $14 million during 
fiscal year 1958. Interest income on the loan and mortgage portfolio is esti- 
mated at more than $8 million this year and almost $10 million in the budget 
year. The number of items in the portfolio by 1958 will include more than 
15,000 mortgages and about 3,000 loans and advances. 


FINANCIAL RESULTS OF LIQUIDATION 


The original investment in these programs totaled almost $2.5 billion. By the 
close of 1958 it is estimated that over $674 million will have been recovered by 
operations and disposition and returned to the Treasury. In addition, property 
costing $369 million will have been transferred to other agencies and programs, 
chiefly the Department of Defense, and funds and property aggregating $762 
nillion will have been donated or relinquished to local governments in accord- 
ance with various statutes. On June 30, 1958, there will remain on hand about 
$233 million in assets, a large proportion of which will be subsequently converted 
to cash and returned to the Treasury. 

During the 3 years covered by the budget program, the net realization will 
amount to some $84 inillion. The items which constitute this return are shown 
in the program highlights table on page I-1 of this section. Liquidating divi- 
dends which the Agency will pay to the Treasury over this period amount to some 
$114 million. 

Hapense estimates 

Administrative expenses are defrayed out of corporate funds available in the 
revolving fund. Such expenses are subject to annual authorization and limita- 
tion in the Independent Offices Appropriation Acts. 

The 1958 authorization requested is $1,940,000—a decrease of $225,000 com- 
pared with the $2,165,000 available for the current year. The 1958 estimate 
also includes the sum of $94,800 to pay the costs of the Government’s contribu- 
tion to the civil service retirement fund as required by Public Law 854, 84th 
Congress. 

The table on the following page summarizes administrative expense re quire- 
ments for the liquidation of the several programs assigned to the Community 
Facilities Administration. 


Mr. Tuomas. (reading) : 


Administrative expenses are defrayed out of the corporate funds available in 
the revolving fund. Such expenses are subject to annual authorization and 
limitation. 

The Independent Offices Appropriation Act, 1955, established a single revolving 
fund for more efficient liquidation of remaining assets under the following 
Agency programs: 

1. Liquidating emergency housing programs—Defense, public war and vet- 
erans’ reuse housing, and subsistence homesteads and greentowns—all operated 
by the Public Housing Commissioner under delegation of authority from the 
Housing and Home Finance Administrator. 

2. Other liquidating programs—Alaska housing, loans for prefabricated: hous- 
ing, war public works, defense community facilities, and first and second advance 
planning—all assigned for liquidation to the Community Facilities Administra- 
tion by the Administrator's Reorganization Order No. 1. 





1600 


PROGRESS IN LIQUIDATION 


Assets are expected to fall by $39 million in the 1958 fisca. year, as compared 
with $200 million in the current year and $180 million in the year ending June 30, 
1956. The trend is largely controlled by the change in character of remaining 
program assets. 

There were two principal types of property available for disposal—real prop- 
erty and loans. At the beginning of the 3-year period covered by this budget 
program, roughly 70 percent of total assets of $472 million was in real prop- 
erty ; by the close of the period only about 3 percent, or $8 million, is expected 
to be in this form. The portfolio of loans and mortgages increases by 50 percent 
during the 3 years and is expected to amount to $207 million or nearly 90 percent 
of total assets as of June 30, 1958. 


Next we have the detailed breakdown on real property, and loans 
servicing. 

The number of items in 1958 will include more than 15,000 mort- 
gages. Also there will be about 3,000 loans and advances, 


Realizations from disposition and management of real property accordingly 
drops sharply from a combined total of $36 million in 1956 to less than $3 million 
in fiscal 1958. 


These tables are very, very interesting. 
I have marked two or three times that income exceeds liquidation 
costs. 
ADMINISTRATIVE EXPENSES 


Let us insert the other objects table in the record at this point, page 
I-5. 


(The information referred to is as follows :) 


LIQUIDATING ACTIVITIES 


aette: ison mi administrative rive tea: 8 


Actual 1956 Estimate 1957 | Estimate 1958 


Mi an- an | Amount | Man- | Amount | Man- | Amount 
| years | years 

— 

| 

| 

| 


SS —| $$$ } ——_____} —_ 


| 


| 
37, 628 14.0 $89, 900 | 14.0 $90, 000 
, 578 12.0 71, 100 | 13.0 81, 000 


Personal services: 
Departmental - 
PEE. 6 wotatene 


Total__--.- bs ah=ds pues .5 | 256,206 | 26.0] 161,000 | 
Other objects of expense: | | | 
Travel__- 7, 121 |} 12,000 
Transports ition of things 439 200 | 
Communication services... - ~~... sa , 363 | 5, 000 
Rents and utilities | , 960 | 6, 100 
Printing and reproduction _- 3, 195 1, 700 1, 700 
Other contractual services 3, 799 1, 600 1, 600 


7.0} 171, 000 
Supplies and materials... : 2, 681 1, 500 | 1, 500 

| 

| 

P’ 


11, oo 


5, 000 
6, 100 


Equipment , 351 | 500 500 
Refunds, awards and indemnities | 130 
Taxes and assessments... - 375 400 





400 
28, 000 


Subtotal. --- | 48, 414 | 29, 000 
Add cost of retirement under Public Law 854, | 
grants, subsidies and contributions_--....... 


11, 000 
"210, 000 


1 16, 380 1 10, 000 | 


200, 000 | 





° | 
Total, liquidating activities___- | 321, 000 | 


1 Adjustment for comparability. 


Mr. Tuomas. You have travel as $11,000 against $12,000 last year. 
Other objects are $28,000 against $29,000 last year. | Reading:] 
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Administrative expenses are defrayed out of corporate funds available in the 
revolving fund. The 1958 authorization request is $1,940,000, a decrease of 
$225,000 compared with $2,165,000 available for the current year. The 1958 
estimate also includes the sum of $94,800 to pay the costs of the Government’s 
contribution to the civil service retirement fund. 

How many employees are in the program ? 

Mr. Frantz. On an equivalent position basis this would be running 
at just about 27, the level indicated for 1958. 

Mr. THOMAS. That is right; 27 against 26 last year. 

Mr. Franvz. It is about that right now. 


INCOME AND EXPENSE 


Mr. Tuomas. I have a note that expense is as much as income. 

Sale in real estate was $18,643,000 in 1956, It dropped down in 
1957 to $7,634,000. For 1958 it is $1,716,000. 

Why cet it drop so low in 1958 # 

Mr. Frantz. We will be running out of real estate. 

Mr. Tuomas. Why? You didn’t sell it. 

Mr. Frantz. We sold quite a lot. 

Mr. Trromas. Congress liquidated you, transferred it over to the 
War Department and two or three other agencies. Congress did 
more liquidating last year than you did in 11 long years. 

Mr. Frantz. You didn’t legislate us any cash for that, Mr. Chair- 
man. 

SUMMARY OF LIQUIDATION RESULTS TO DATE 


Mr, Frantz. You indicated you would like to have a summary of 
the total operation results of this revolving fund. I have that for 
you. I can either give it for the record or insert it. 

Mr. Tuomas. Let me see it. 

Mr. Franrz. Originally there was a total of $2,500 millon in all of 
the programs that went into the revolving fund. 

Mr. Tuomas. This is the original cost of all the programs that went 
in there. Name the programs. 

Mr. Frantz. War and emergency housing, which included the de- 
fense housing and veterans re-use housing, Alaska housing, prefab 
housing, war public works, defense community facilities, first and 
second advance planning. 

Mr. Tuomas. Are there nine? 

Mr. Frantz. About nine, yes, sir. 

Mr. THomas. Go ahead. 

Mr. Frantz. That was $214 billion in total, of which about $ 
billion was the war and emergency housing, and the balance was all 
the others. 

Mr. THomas. How many units comprise that $1.9 billion ? 

Mr. Frantz. Between 900,000 and 1 million units. 

Of that $214 billion, $1,467 million has been dispowed of in 3 princi- 
pal ways—bv transfer to other Government agencies, $354 million ; by 
grants and donations to local public bodies, cities, and such, $753 mil- 
lion; and by realization of book loss, $360 million. 

Mr. Tuomas. Honest to goodness sales, then ? 

Mr. Frantz. Yes. 
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Mr. Tuomas. It is a fine table. Thank you for getting it up. You 
had to pull a lot of loose ends together. 

Mr, Frantz. We actually returned in cash to the Treasury 

Mr. Tuomas. You have S364 million to pay administrative expense 
for the bona fide sales and for the giveaways to various Government 
agencies and to cities and towns. That is what it amounts to, isn’t it? 

Mr. Frantz. I didn’t have administrative expense mentioned there, 
Mr. Chairman. 

Mr. Tuomas. Go ahead. 


AMOUNT OF MONEY RETURNED TO TREASURY 


Mr. Frantz. We have returned to the Treasury $608 million in cash, 
which reduces the assets that are now held by the Government to a total 
of $411 million, which broadly are classified in this way : 

One hundred and eighty-nine million dollars in real estate ; $144 mil- 
lion in mortgages; $39 million in current cash in the Treasury which 
will be paid in at the end of the year ; $37.5 million in outstanding loans 
and advances receivable, and miscellaneous assets of $2.5 million. 

Mr. Tuomas. What is the amount you actually put in the Treasury ? 

Mr. Frantz. $608 million. 

Mr. Tuomas. You have $400 million in assets left ? 

Mr. Frantz. That is correct. 

Mr. Tuomas. Is that $400 million acquisition cost ? 

Mr. Frantz. The $400 million is carried substantially at acquisition 
cost. 

Mr. Tuomas. What will we get in the other disposal on the dollar? 

Mr. Yates. What is the book cost? 

Mr. Frantz. On the real estate we might get something like two- 
thirds on the basis of the history. 

Mr. Tomas. $800 million. From that we have to take out the ad- 
ministrative cost. That will be $600 million in the Treasury, and $250 
million more. There is 15 years of administrative cost to that and we 
have our return for the $250 million. 

‘Mr. Frantz. Since your committee established this revolving fund 
it has paid its administrative cost. 

Mr. Tuomas. It comes out of the fund. For a pure wartime measure 
that is not so bad. 

Mr. Yates. Is this wartime housing? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. We didn’t make that kind of recovery in salvage from 
the war material, did we? 

(The table discussed in the foregoing testimony is as follows :) 
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REVOLVING FUND (LIQUIDATING PROGRAMS) 


Status of Government investment as of Dec. 31, 1956 


[In thousands] , 
Appropriations______ curiae tab eikgtinn Gn ae Tae 
Assets transferred from other agencies_ Ct. ee 270, 889 


$2, 485, 600 


Disposed of as follows 
Transfer to other Government agencies______._._.__ $353, 855 
Statutory grants and donations_________________ 752, 
Net realized lo 360, 43% 


Total Sse crea ea eran ata cp Res ae erence coe” 


Cash returned to ‘Treasury.. 607, 713 


Topas | an weenie tr: i Cra a nick ii sic 410, 968 
Represented by : 
Land, structures, and = heguieaaccdae, - qn 
pas I atime Bide cas tai lachi 143, 805 
Cash ar a du on 37, 828 


Loans and advances. EY oon a eet 6 eens 87, 681 
Other .aghetess tess . eienplllfil 2, 585 


Total 410, 968 


( Discussion held off the record.) 
Mr. Tuomas. Income from management of housing projects is next, 


$17,500,000 against $5,966,000 for 195 oT and $1.101, 000 for this year. 
This shows it is going down because you are getting rid of property. 


MORTGAGES HELD 


Collections on loans and mortgages, $10,937,000 for 1956, 1957 shows 
$12,857,000, and in 1958 it is going up because as you sell you do not 
get cash but mortgages, and it amounts to $13.7 million. 

What rate of interest is there? What part do you take back after 
you sell them ? 

Mr. Frantz. There is a considerable range of interest rates, I think 
from 4 to perhaps 51% percent on different kinds of mortgages. 

Mr. Tuomas. How many sales have you made and then had to re- 
possess and foreclose ? 

Mr. Frantz. I haven’t a statistic there. Delinquency statistics 
have been very good. 

Mr. Tuomas. Have you had to take back any big major projects? 

Mr. Frantz. I couldn’t be sure without checking. 

Mr. Tuomas. Do you recall any, Mr. Administrator ? 

(Discussion held off the record. ) 


EXPENSES OF DISPOSITION 


Mr. Tuomas. You have another table showing less amounts used. 
In 1957 you had $2,770,000, real property disposed of, and your income 
was $6 million in round figures, so it cost you about one and a half 
as much as you got out of it. It cost you 50 percent of your return to 
get rid of it that year in administrative costs. 

Mr. Frantz. Those expenses of real pene disposition, Mr. Chair- 
man, include in some cases fairly substantial capital improvements 
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that had to be made to make the projects meet city codes and ordnances 
before they could be sold. 
Mr. Tuomas. This is a very interesting table if you look into it. 


Community Disposrrion Program 


Mr. Evins. Mr. Reporter, include page J—1 and the chart on page 
J—3 in the record. 
(The information referred to is as follows :) 


ComMUNITY D1tsposiTion ACTIVITIES 
Program highlights 
{In thousands of dollars] 
pais 


1957 estimate 1958 estimate 


, | . 
Number Amount | Number Amount 


Sales: 

Proceeds from sale__.-....-.--.-.------ 2, 573 13, 568 4, 419 29. 697 

Appraised value re 15, 519 | 35,311 
Loans for proposed improvements 7 a 796 1,194 1, 560 2 340 
Purchase-Inoney mortgages: | | 

LC eee Ledraiih pines wieietindd- at 1, 626 9, 540 | 3, 180 21. 779 

Sales_..--.--..----------------- ~---- . aendl 1, 445 | 8, 000 
3-year purchase contracts... _-__-. . Es 5-cit J. 99 434 | 195 | 1 056 
Repayment of investment to Treasury --.....-.---. : See ee eee ae 14. 000 
Administrative expenses: 

Man-years and staff expenses . Oe | 96. 0 121.0 

Services by other agencies__-- | | 


Properties available for disposition | 11, 804 $84, 604 | 9, 321 | $69, 085 


Total cost 


{In thousands of dollars] 


Total Ridge Richland 


Ap- Ap- Ap- 
Number | praised | Number! praised | Number | praised 
value value valu 


Residential | 11,3281 $73,511! 6,228! $oR,951 | 5, 100 
Nonresidential 566 11, 093 241 3, 358 325 


Total ] | 11, 894 84,604} 6,469) 32,309/~ 5,425 


Lists of the appraised values were posted in each community as required by 
the statute. Foilowing the posting of the appraised values in Oak Ridge, the 
Administrator determined, as required by law, that the disposition program would 
be feasible in that community. 

In Richland, public reaction to the appraised values resulted in a series of 
hearings by a subcommittee of the Joint Committee on Atomic Energy. The com- 
mittee’s concern that the atomi¢ energy program might be adversely affected by 
sale of the properties at the posted values delayed the finding of feasibility at the 
Richland community. The budget program assumes that a finding of feasibility 
will be made for Richland in time to permit the sales program there to begin soon 
after March 1, 1957. 


Mr. Evins. Mr. Administrator give us a brief statement of your 
problems with respect to community housing disposition activities. 
What problems are you having ¢ 
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SALES AT OAK RIDGE, TENN. 


Mr. Anprews. We started the sale in Oak Ridge last year. 

Mr. Evins. Can you tell us how many units have been disposed of to 
date, or for the last date in which you have figures. 

Mr. Anprews. Would you like it to this date or Ji anuary 31, sir? 

Mr. Evins. The latest possible time because we have been interested 
in knowing how rapidly you are proceeding. 

Mr. Anprews. On February 18 we had disposed of 1,540 houses and 
83 building lots in Oak Ridge. That is about a third of the houses to 
be disposed of. The sales started rather slowly because of the time lag. 


These people are allowed to have in making up their minds a 90- day 
priority period. 

Mr. Evins. How many remain for disposition ? 

Mr. Anprews. We have sold 1,540 out of 4,650 residential properties, 
so there remain about 3,100. 

Mr. Evins. Are these being purchased largely by individuals, syn- 
dlicates, groups, or who are the principal purchasers / 

Mr. Anprews. Our method is a priority method. The occupant 
has first priority. To date the occupants have bought the houses by 
and large. 

Mr. Evins. Under your schedule of procedure on the time element, 
how long do you anticipate it will take to liquidate the remaining 
3,100? 

Mr. Anprews. By September, sir. 

Mr. Evrns. Of this year? 

Mr. Anprews. Yes. We are now having about 400 to 500 sales a 
month. 

Mr. Evins. You are averaging much more on these sales than on 
war housing ? 

Mr. Anprews. I wouldn’t say so, sir. Priority holders are allowed 
a 25-percent discount and that brings the price down low. Average 
sales are about $3,400 each. 

Mr. Evins. Give us the picture on commercial-property sales also, 
Mr. Andrews. 

Mr. Anprews. Lists are being prepared now for offering to the 
merchants, who are the first-priority holders. We have other tracts of 
land down there, vacant subdivision lands, industrial land, and some 
other miscellaneous property. 

When I gave you the September date it was for the single-family 
houses, and the commercials will follow them. 

Mr. Evins. There has been some criticism you have not been pro- 
ceeding rapidly. According to this statement, I would say that you 
are making r: apid progress. 

Oak Ridge now is an open city, and the citizens there are anxious.to 
elect their own mayor, aldermen, and municipal officials. 


ADMINISTRATIVE EXPENSES 


Insert the table on page J-9. 
(The information referred to is as follows :) 


88278—57—pt. 2 48 
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Community Disposition ACTIVITIES 


Comparison of adminisirstive expenses 


Actual 1956 Estimate 1957 Estimate 1958 


| 


Man- | Amount | Man- | Amount | Man- | Amount 


| 

| years years | years 
| 
| 


Personal services: Total, departmental... _____.| . $61, 825 5.0 | $536,000 | 121.0 | $633,900 

Other objects of expense: 
Travel. ecm er DE etm aninse 48, 000 |__._--- 58, 800 
Transportation of things. yeahh Srtotic toa ss , 2,934 |........] 6,000 |__-- 6, 000 
Communication services _ ‘ tial as 2, 565 | 13,900 25, 300 
Rents and utilities... 2 Lived 442 |_. fe 3, 000 
Printing and reproduction Ft taeda 2,056 |_- wal 8, 500 |. z 12, 400 
Other contractual services -_ __-_- Lcaipile , 400 10, 300 19, 000 
Supplies and materials _- L sebeice ice 688 |... 7,800 450 Kis 13, 800 
Equipment... __...--.- ede en twealeds | , 622 |. waath fae Giehes 6, 500 
Refunds, awards and indemnities____- ; 66 A Feo fi22. 300 
Taxes and assessments-- isawameed abowe Ls ee 700 |_- é 1, 000 





Subtotal w-n-ee-| 30,343 |........] 114,000 |... 146, 100 
Add cost of retirement under Public Law 854, 
grants, subsidies and contributions f 3, 832 1 34, 000 40, 000 














Total, community dispos!tion activities __- L ee 5, 000 |. 684. 000 820, 000 


i citeimeans for enpuechiitey. 
Oruer Opsects oF Expense, OFrrice OF THE ADMINISTRATOR 


Mr. Evrns. Mr. Reporter, insert the table on page L-1 in the record. 
(The information referred to is as follows :) 


Detail of other objects 


j } 
Actual, 1956 | Estimate, Estimate, 


7 
Object classification 
1957 1958 


} | 

Travel : $6$< 4054-40 a bi id 4h $330, 303 $479, 000 | $686, 500 
Transportatio mn of things. 18, 244 | 26, 100 26, 100 
Communications services iis oate vetptanse Jaa 164, 668 234, 300 | 271, 700 
Rents and utilities ded aevaehidieanianeediacia 179, 902 117, 500 | 290, 500 
Print.ng and reproduction : en ; 104, 014 117, 700 122, 600 
Miscellaneous contractual services oti n cae ca 104, 259 | 121, 000 138, 600 
Services performed by other agencies ie die ann dcee cael 66, 010 53, 100 123, 100 
Supplies and materials dnoddotskeee ssf 59, 049 79, 300 93, 100 
Equipment_. . ; , 175, 800 
Grants, subsidies, and contributions._-.............-...--.|--- | 4 551, 000 
Refunds, awards, and indemnities of | 4, 500 9, 600 
Taxes and assessments t , 236 13, 700 17, 500 








Total, other objects 1, 161, 633 L “437,000 2, 506, 100 





Mr. Evtns. Your “Total, other objects” cost of $2,506,100 as against 
$1,437,000 for 1957 and $1,161,633 for 1956 is shown here. Your 
“Other objects” costs are substantially on the increase, yet your activi- 
ties in the main represent a modest prospective increase and you are 
disposing of your surplus housing properties. 

What is the necessity for this large increase in “Other objects” ? 

Mr. Frantz. Primarily, Mr. Evins, it is a function of the increase 
in employment. 

If you will look at the analysis on the following page, L-2, it shows 
that after you take out of the figures certain distorting elements like 
the retirement cost, which is required for the first time in 1958, adjust- 
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ing it to put the figures on a comparable basis, the cost per man- 
year for other objects ¢ goes up, as you see, under $13. 
Mr. Evins. Cost per man-year is up $13. Principal increase is due 
to the retirement fund requirement under the new act ? 
Mr. Frantz. That is right in the total. 
Mr. Evins. Your travel is on the increase from $479,000 to $686,000 ? 
Mr. Frantz. Yes, sir. 
Mr. Evins. The other large increase would be in communications 
service. Phat ties in with travel. 
Mr. Frantz. And space and equipment for new employees. 







ANALYSIS OF COSTS FOR OTHER OBJECTS OF EXPENSE 





Mr. Evins. Mr. Reporter please insert statement on page L-2. 
(The information referred to is as follows:) 


Analysis of costs for other objects of expense 


(Notre.—Since the committee has frequently shown an interest in the percentage 
relationships between amounts spent for other objects of expense and those for 
ee services and total omy ations, the following papeen il analysis is submitted:) 















| 
| Actual, 1956 | Estimated, | Estimated, 


| | 1957” | «1988 





Total personal services: 





ee ona od an cae cogbate nia e aaa 806. 5 1, 086.0 | 1, 348.0 
Cost... a Pet a ee | $5,417,732 | $7, 196,000 | $8,818, 900 
Other objects of e xpe nse 5 acnteddakeoenel athleSnatiabiies 1, 161, 683 | 1, 437, 000 2, 506, 100 
Total obligations erased becnbus nootebedtaucedeas | 6, 579, 365 | 8, 633, 000 | UL, 320, 000 


Other objects: 





As percent of personal services i cenioadetanatial 21.4 20.0 | 28. 4 
As percent of total obligations : rete) oer ae | 17.6 | 16 6 | 221 
Cost per man-year oa a create za $1, 440 $1, 323 | $1, 859 





ADJUSTMENT TO ELIMINATE NMSA! 
COSTS 


AND NONRECTRRING 






Cost of retirement (in 1958 figures only) .............--.--.--. lien Sialeaniddnaesis bss -<tetudol —$551, 000 
Reimbursements to other agencies and nonrecurring contract } 






SONG 5! 05.120 UIA 1 cL: —$82, 340 | —$77, 900 —153, 700 
Initial cost of field rent (pie ked up by GSA in subsequent | 

years) a Rite ett | elt —95, 674 | — 5, 000 —128, 500 
Equipment for new employees s kedecuknacdl —67, 500 | —131, 625 — 138, 000 













Subtotal, adjustment_.-.............-.. wessonbslie | —245, 514 —214, 525 | —971, 200 













Net other objects .._..____. Lie a 916, 119 


dn pebrechtorpieogs | 6,333, enn | 





Adjusted total obligations 


@ 
—— 
~@ 
- 
~ 
| i 
a 
| | 
= 
5 






Net other objects: | 
As percent of personal services | 16.9 | 


ni ribhenibiatbal 17.0 17.4 
As percent of (adjusted) total eet iid eileen 14.5 14.5 14.8 
126 , 18 


Cost per man-year__-_-_. ae So aes mies | $1, 136 | 


TRAVEL DAYS BY 





PROGRAMS 













Mr. Evins. Explain your chart on page L-4. 
Mr. Frantz. That represents estimated number of days of travel 
for the individual programs computed at an average cost of about 
$25 per day, including the $12 per diem and transportation cost. 
Essentially the reason for the increase in travel is the fact that the 
new employees we are looking for are predominantly for the regional 
offices—people to travel out to these communities and colleges and 





1608 


local public agencies in connection with these programs. They do 
not get as much work done if they are in the regional office as they 
do if they are out working i in the field. 

Mr. Evrs. It also ties in with a statement made earlier about com- 
pliance and investigation service. 

Mr. Franz. That is correct. 

Mr. Evins. Insert the chart on page L—4 in the record and page L-5. 

(The information referred to is as follows :) 


Other objects of expense 


Estimate, 1957 Estimate, 1958 


I i Sa cine 


1956, cost 4 
| Number Cost Number Cost 


} 
days days 
= | = - —_ — 
| 


General agency supervision.......- vaus , 908 1, 680 : | , 760 | $44, 000 
Consolidated compliance activ ities... ___- 50, 000 2, 000 50, 2, 400 60, 000 
Voluntary home mortgage credit | 24, 108 1, 000 a a 
Public works planning advances.._--- ; 7, 748 1, 000 ‘ , 120 28, 000 
Urban renewal programs 156, 322 8, 400 , 520 363, 000 
College hosing BOGOR: i stus dosiisensencniss 20, 508 1, 680 ‘ 3, 000 75, 000 
Public facility loans. ‘ 5, 124 1, 000 25, , 550 38, 700 
Liquidating activities 17, 121 480 . 440 11, 000 
Community disposition activities... 7, 463 1, 920 48, 000 2, 350 58, 800 
Defense mobilization functions. .._.....- cae sagt 320 8, 000 


19,160 | 479,000 27,460 | 686, 500 





Public works planning advances.—TYhe third program of planning advances 
began in the fiscal year 1956 with 100 localities being assisted. During the 
fiscal year 1958, it is anticipated the number of localities assisted will increase 
to 900—an increase of 8 times over the actual year. Not all of these cases 
will require visits to the locality, but in many cases such visits are very helpful 
in developing needed information and expediting processing of applications, as 
well as securing repayments of advances due. 

Urban renewal programs.—During the budget year, approximately 400 locali- 
ties will be assisted in their programs of slum clearance and elimination of blight 
as compared with 265 during the past fiscal year. An increase in travel funds 
from $156,322 in 1956 to $365,000 in 1958 is required for travel to assist these 
areas in their programs and proper preparation of applications and to provide for 
more detailed review and study of proposed projects and allied plans. 

College housing loans.—During the past fiscal year, CFA extended assistance 
to 320 colleges and universities under the college housing program. It is antici- 
pated that during fiscal year 1958 this number will reach 890. In order to give 
proper review and analysis to applications, proposed projects, and their financ- 
ing, a considerable increase in travel funds is requested for the budget year. 
Experience has shown that many problems can be worked out in on-the-spot 
conferences which are time consuming and costly when handled by corre- 
spondence. 

Public facility loans.—This program was initiated during the fiscal year 1956 
and only preliminary travel was accomplished. The $20,000 increase in esti- 
mated travel reflects the fact that the program will be in full activity by fiscal 
year 1958. 

Community disposition activities—Only travel necessary for preliminary organ- 
ization was performed during 1956. The travel estimates for 1957 and .1958, 
respectively, reflect the fact that disposition operations will be under way for 
most of the year at Oak Ridge and part of the year at Richland during 1957, and 
for the entire year at both communities during 1958. 


PRINTING AND REPRODUCTION 


Mr. Evins. Your printing and reproduction costs requests are $122,- 
600 as against $117,700, and contrasted with $104,014 for 1956. What 
substantially is the reason for this increase ? 
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Mr. Frantz. That is fairly well set out in the table which follows 
there beginning at the bottom of the page which you might want to 
insert. Itis at the bottom of L-8. 

The main factor involved is the enlargement of the programs them- 
selves. 

Mr. Evrns. Insert the chart at the bottom of page L-8 and the chart 
at top of page L-9. 
(The information referred to is as follows :) 


06 Printing and reproduction 


De Sear tehsnc = dntve mancsenpiceaectengend tained es oars $104, 014 
Eveimtte, TO0 sae eee ee es Se 117, 700 
Mistimate, 1966... ea ee ee ae ee 122, 6 


This category of expense includes the cost of printing services and those of 
duplicating performed on a contract basis. Since the Office of the Adminis- 
trator maintains only very limited duplicating facilities, the expenses of con- 
tract duplicating are a fairly sizable item of cost. Most of the contract work 
is performed by the Federal Home Loan Bank Board under a reimbursement 
agreement. The table which follows shows the major items of cost: 


1956 1957 


Internal materials, technical bulletins, and other field instruc- 









tions for the urban renewal programs $11, 000 | $12, 000 $12, 800 
Additions and substitutions for the printed manual proce- 

dures series, of which there are 10 volumes 28, 000 | 28, 000 28, 000 
Procedural and informational material reproduced under con- | 

tract .....- d2Laii.0i J 26, 800 | 31, 000 | 33, 000 
Annual re port of the Agency. 7 si 3, 500 3, 500 | 3, 500 
Legislative reference materials, bills, laws, hearings, digests of | | 

proposed or recently enacted legislation pertinent to the | 

Agency’s programs, ete --- hes 7, 000 | 7, 000 7, 000 
Publications concerning community facilities progr ams. 4, 000 5, 000 5, 000 
Agency reports on periodic housing statistics “ . 4, 000 4, 000 | 4, 000 
Forms, letterheads, binding, miscellaneous labels, decals, | | 

overprinting, etc ete! “Sct or. 19, 700 27, 200 |} 29, 300 











Total........... iitus Ben pt am | 404,000 117, 700 122, 600 














OTHER CONTRACTUAL SERVICES 

Mr. Evrns. The Government’s share of the cost. of employees insur- 
ance, rental of automobiles from GSA, and other expenses and miscel- 
laneous expense is shown. The total of “Other contractual services” 
is $261,700. 


OTHER MISCELLANEOUS ITEMS 





Supplies and materials amount to $93,100, equipment needed, 
$175,000, grants, subsidies, and contributions amount to $551,000. 

You have two other fund requests of $9,600 for refunds and $17,500 
for taxes and assessments. 






ULTIMATE COST OF COLLEGE HOUSING PROGRAM 













Mr. Botanp. Administratively has the college housing activity cost 
the taxpayers anything or has the program “about paid for itself? 
Your interest rate is 2.875 percent ? 

Mr. Frantz. Yes, sir. 

Mr. Botanp. Does it actually cost the taxpayer anything to run this 
particular phase of your activity ? 

Mr. Frantz. Ultimately we don’t expect it will. There is a slight 
book loss in the revolving fund at this time because our interest spread 
on a fairly small bond por rt folio has not yet been enough 
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Mr. Tuomas. What is the interest spread ¢ 

Mr. Frantz. A quarter of a percent. 

Mr. Tuomas. Can you operate on one-quarter of 1 percent? 

Mr. Frantz. Over a period of years, yes. We cannot initially do it 
and set up book reserves for losses, but when those book reserves have 
been established we think we will run nicely on a quarter percent. 

Mr. Boxtann. Without this program what would the interest rate 
be to the institutions for the ordinary loan ? 

Mr. Hazevtine. We are dealing with two separate types of institu- 
tions. One is the public institution and the other is private. The 
public institution under normal conditions has been able to get money 
ranging from 3 percent to 334 to 4 percent. 

The private institutions have not been able in any great number to 
get loans on college housing bond issues at this time. 

Mr. Boranp. I think the program is a tremendous program and 
I think you do a good job on it. I wanted to know the ultimate cost 
to the taxpayer. 

As you say, in the long run it will cost nothing actually. Even if 
it did cost something I think the program good. 

Mr. Haze.tine. We feel the interest rate is lower than the cost 
to the Government for the money at this time because it is not an 
overall picture of the cost that the Government now is undergoing 
to obtain this money. 

Mr. Botanp. I want to commend the group here on their activities. 


BASIS FOR SHARING GRANTS TO URBAN RENEWAL PROJECTS 


Mr. Voursetr. I would like to refer again to the urban redevelop- 
ment program. I touched on it briefly this morning. From the 
information I have I would like to ask some questions for the record 
and have them answered either now or later on if you don’t have 
ready answers. 

Is it true that in this redevelopment it goes like this: For instance, 
here in Southwest Washington the Federal Urban Renewal Agency, 
we will say, advances $10 million to the District of Columbia Re- 
development Land Agency for the acquisition of a large bloc of 
property. 

Now, as I understand it, the Redevelopment Land Agency goes 
ahead and bulldozes all the buildings to prepare this property for 
resale. 

Is it true that under title I the program contemplates that valuable 
land like this should be sold at a loss? 

For example, if a property cost $10 million and is sold after being 
cleared, we will say, for $4 million, that would mean a loss of 
$6 million. 

What I want to get clear is who pays for this $6 million loss if 
it is lost? 

Mr. Corr. Taking your assumptions, sir, I am not aware of the 
exact amounts—I don’t know what the loss would be on a specific 
project: here in the District—but taking the assumptions, the Federal 
Government would pay two-thirds of the loss. 
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NONCASH GRANTS-IN-AID 


Mr. Vourset. I have considerable information that certain unusual 
credits are given to this so-called local sharing of the loss, and I 
wonder if you would give us a breakdown or some information of the 
type of so-called local grants-in-aid that your agency allows to be 
counted in the one-third loss supposed to be paid by the District ? 

Mr. Coxe. I assume your question is related to the entire program 
and not the southwest area in Washington ? 

Mr. V URSELL. Yes. 

Mr. Sterner. These credits for the one-third which are not in cash 
are called noncash grant-in-aid credits. They may include the provi- 
sion of various types of public works needed for the project, such as 
water mains, sewers, street lighting, street paving, certain types of 
community facilities such as playgrounds, schools to serve the area, 
possibly a health clinic or something of that sort. 

On page E-13 of the justifications, one of the tables we went 
through, we show that for the projects analyzed there, out of $168 
million in local grants-in-aid, about $77 million would be cash grants 
and $91 million would be noncash grants. 

Mr. Vurseti. Probably your reasoning is right there, but it would 
seem to me that when the land was cleared, and the land was sold. 
those credits should not be allowed. 

Mr. Sreiner. They are provided for by the Federal law, sir. 


POLICY ON DISPOSITION PRICES 


Mr. Vursetn. That answers the question. 

In an area such as the District of Columbia where land is strictly 
limited, do you think it is sound to assume that these valuable proper- 
ties, or do you assume as a policy that it is not necessary to sell at a 
price where it gives you the greatest amount of money which would 
go asa credit to ‘the Government ? 

I have been told that there is not much of an effort made to get the 
highest price for the land after it iscleared. 

Mr. Corr. Is it your point 

Mr. Vurseiu. I am asking these questions because I regard you as 
the head of the organization. You might not be with us tomorrow 
when we get into other phases of the bill. 

Mr. Cote. Would you clarify my thinking a moment? Is your point 
_ the Agency asa policy does not attempt to secure the highest pr ice 

ailable for the land! Our policy is to secure the highest price avail- 
able for the land, if that answers your question. We try to secure 
the highest price for the land. 

Mr. Vursetu. I am glad to have that answer. 

Mr. Coir. That is our policy. 

Mr. Vurse.n. Practically all of the information that I have is that 
when property is cleared here in W ashington it is considered more 

valuable than before it was cleared. That is why I ask questions 
abtart the low price you get for land and then subsequently the syn- 
licates take over, go along and build houses, and do a good job. 

Mr. Corte. You have a very interesting comment. I can envision a 
project where the cost of demolition of the land is not a great deal, 
the land is in a highly dense area, and to get rid of the buildings on 
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it doesn’t cost much and the buildings on the land do not throw out 
much in the way of rental, income or profit, and I can envision the 
possibility of the land being worth more cleared than it was prior 
to clearance. 

This is not our experience generally, or I would say it is not our 
experience. 

This is an important question you are asking and I will assure you 
we will take a look at this if you direct it particularly to the District 
of Columbia and this area particularly. 

Mr. Vurse.u. That is what I am looking at. 

Mr. Cotz. We will assure you of that and we will give you a report 
on it, Congressman. 


VALUB ACCRUING FROM CLEARANCE 


Mr. VurseLu. People pay to raze old dilapidated buildings. I know 
there are certain places where buildings are very old and have served 
their usefulness. I think if I were going to buy a 10-acre strip, I 
would think the person did me a favor to get that land cleared. 

Mr. Core. That is true, and I think that is really the major part of 
the loss, the cost. of demolition. 

Mr. Sterner. I think on the acquisition price, the real problem there 
is that even though many of the old slum structures may not have 
value from a point of view of social desirability, structures themselves 
do have a value, very considerable value. 

In other words, the value of realty is divided between the value of 
the land and the value of the structures which from many points 
of view are depreciated and obsolete, but they have value which is 
recognized in everyday market sales. 

Those prices have to be recognized when a local agency buys the 
land. 

I think it varies a great deal with location and proposed new use. 
We are talking about the District of Columbia, and perhaps I can 
illustrate by citing a specific example. 

At 16th and K Streets, across from the Statler, a certain amount of 
redevelopment is taking place at the present time, through the ordi- 
nary processes of construction and no assistance in governmental op- 
eration. 

Mr. Tuomas. What is that land worth a square foot ? 

Mr. Srermer. I don’t know, sir. I understand it sold for 
$1,700,000. 

Mr. Jonas. It depends on the location and the particular project. 

Mr. Srerner. That is right, and the economic potential of the new 
uses. 

Mr. Vursett. And the value of the old property destroyed, how 
easy it is to get rid of bad property, and so forth. It is a point worth 
bringing up. 

Mr. Corr. One of the factors involved, of course, is this: Many of 
these areas are bad rockbottom slums. The maintenance costs are not 
very high, and certainly the tax is not very high on the part of the 
individual who owns these buildings and these houses, and therefore 
the capitalization of this on the basis of the net income is such ‘that 
it might make a real contribution to the value of the buildings on the 
land as is. 





re 
at 
18 


1613 


POSSIBLE AMENDMENTS TO HOUSING LAWS 


Mr. Vurseti. How long has it been since you have gone over the 
act under which you ope rate? I have in mind asking your opinion 
about some amendments. 

Mr. Coin. We examine it every year, but I must say that this year 
we are beginning a complete new study of the entire problem. We 
hope to have a real new, fresh look at the entire pelicy, procedure, and 
laws, and all of the relevant. factors involved in the program. 

Mr. VurseLL. You are contemplating that? I have a question here. 
T would not ask you to commit yourself, but I want to ask it for what 
it is worth. 

How would it be to have an amendment to withhold subsidies unless 
local housing authority requires certification of each family by,the 
local public- “welfare body as a need of housing assistance prior to 
being made eligible for occupancy of a public-housing area under 
consideration ¢ 

In other words, you would have a local agency that would take the 
criticism we often hear—that people are living in housing which under 
the intent of the law and a strict reading of the law are not entitled 
because of their higher earnings in occupying this public housing. 
That would give local autonomy to a committee in the local area 
applying for a grant for the development of a housing project. 

Mr. Core. I would like to study that question. I will answer it for 
the record by inserting a comment on it. 

Mr. Vursetu. I would be glad to have you do that. 

(The information requested i is as follows :) 

The Housing Agency recommends that this change not be made. In view of 
the substantive safeguards already in the law, the change would needlessly add 
to local paperwork expenditures. More important, it would constitute a Federal 
requirement as to how local communities shall assign responsibility among local 
governmental offices for the administration of State and local municipal func- 
tions. Such a requirement appears clearly inappropriate in Federal legislation. 
It would also have the effect in some cases of assigning a responsibility to a 
nonexistent office or to an office which has no authority under State law to per- 
form the designated function. 

Mr. Vursrit. It. would seem to me it would require only that the 
Public Housing Commissioner issue just another rule with reference 
to what would be the qualifications. 

I have in mind another amendment, and that is to require clearance 
by Banking and Currency or Appropriations Committees of 40-year 
public housing annual subsidy contracts prior to the committing of 
the taxpayer. Similar actions are required in cases involving, as you 
know, military housing contracts, lease-purchase contracts, and some 
other contracts. 

Mr. Cortz. Do IT assume that means each individual project in a 
given city—to bring it to Congress for approval prior to the author- 
ization ? 

Mr. Vursetn. Yes, unless you want to put a limit on it. Maybe 
some are too small to bother the C ongress with. 

Mr. Cotz. From a former Congre essman’s point of view sometimes 
it sounds appealing, but I must say that I doubt if Congress really 
would want to do this. 
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After all, the administrative responsibilities carried out are carried 
out, by the executive branch and brought back to Congress for appro- 
pr iations and for review of what we have done, and that seems to me 
to be the best way to carry out the division of responsibilities as be- 
tween Congress and the executive branch. 

I think it tends to become a formalized thing, quite frankly, Mr. 
Vursell. Knowing the tremendous amount of business that the mem- 
bers of. these committees have-—— 

Mr. THomas. When vou bring it back you bring it back in the form 
of an obligation which already has been incurred and then the Con- 
gress has to appropriate the money to pay the debt. 

Mr. Corr. Congress can cut off this Agency tonight, in my opinion, 
very easily. 

Mr. Vursetu. The answer is that probably it would not want to cut 
off the Agency but merely offer a little greater protection and greater 
help to the Administrator. 

Mr. Corx. The Administrator needs a lot of protection, I assure you. 

Mr. Vurseti. Such an amendment would prevent the employees 
of the PHA from committing all American taxpayers to a burden 
of 40 years of additional taxes which to me, it would seem, is almost 
equivalent to a blank check on the Government, and it would require 
those people to give the taxpayer the same protection that is manda- 
tory in military housing and in lease-purchase contracts under the 
GSA, Post Office Department, and so forth. 

This would tend to protect the horse before he was taken out of the 
stable. 

I have another suggested amendment. It would require that, be- 
fore any cooperation agreement or annual contribution contract can 
be entered into, the PHA Commissioners must find that the voters of 
the area in which the project is to be located have approved the same 
by referendum. 

As I recall this amendment, when offered in 1949 in the committee 
as a whole, it failed by only one vote. 

The experience we have had since that time certainly justifies in my 
judgment passage of such an amendment. 

Over the years, past experience of Congress, which has knowledge 
of contracts being forced upon communities which disapproved such 
contracts, it seems plain to me if we do not want to completely desert 
autonomy in Government that this requirement should be written into 
the law to preserve that policy and to protect the people on a local 
level who should have he greatest knowledge and greatest interest 
and concern with reference to the problem “of committing them to 
long-term contracts which would increase their taxes. 

We had experience in Los Angeles and a dozen places, I take it, 
all over the country, where these contracts have been jammed down 
over the protests of the people, in fact, if they had an opportunity 
to protest. 

Mr. Contr. The problem how one recognizes local autonomy and 
local authority. 

It is my judgment that the situation has changed materially in 
the last 3 or 4 years. This committee looked at it very critically, and 
has had a great part in perhaps changing the attitude, if there was 
such an attitude that you have mentioned. 
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Many States and many cities have local referendum laws and many 
cities do not, as I understand it. Many States do not grant any author- 
ity to the cities, and the laws are different in many different areas. 

It is our policy never under any circumstances to force, to stimulate 
or to require any locality to take a public housing project if the people 
of the community do not want it, and if by any official motivo they 
can make known their desires not to have a public housing project, 
it is our policy that the city would not be authorized to have a public 
housing project. 

For the Federal Government, however, to direct the method by 
which the community makes this determination, it seems to us to be 
not proper. Anyway, this is our position. 

Mr. Vursett. Well, if you need a little help, the Congress might 
give you that authority. 


POLICY WITH RESPECT TO PROMOTING PUBLIC HOUSING 


I am glad to hear you make that statement, but I think I know what 
the answer is. 

Do you carry on any longer or any further a high degree of high- 
pressure salesmanship to sell this program out through the field and 
stir up people in the communities in order to get them to take Uncle 
Sam’s money ? 

Mr. Coxe. If this is done by some individuals in the Agency, it is 
definitely against policy, and I do not know of it being done in 
any area. 

It certainly is not Mr. Slusser’s policy, and certainly not mine, and 
certainly not the President’s policy. 

Mr. Vursexu. I think that Mr. Slusser is a very good man, and I 
think you have brought greatly improved leadership to the Agency 
and I dislike very much tocriticize any member of your group. 

Mr. Corr. Off the record. 

( Discussion off the record.) 

Mr. Vurseit. However, I am concerned with this spiral of growth 
and that is why I have asked some of these questions. 

In other words, I am fearful that the Congress will give enough 
liberties and help other people without any agency going beyond what 
we have already done. 


COLLEGE HOUSING INTEREST RATE 


In that connection, I notice that we are getting a lot of customers 
for this college-assistance program which was written into law, and my 
question would be: Why does the Government make these loans avail- 
able to colleges at a rate of interest which is less than half the current 
interest rate for banks and other private organizations? 

T suppose the answer is that the Congress authorized it. 

Mr. Corr. That is correct. 

Mr. Vurseri. Well, I am glad to say for the record that I did not 
help to authorize that one. Although these institutions have previously 
secured favorable rates in the private market for their tax-exempt 
bonds, they now turn to the Federal Government in great numbers to 
take advantage of even more favorable interest rates provided by law. 
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It appears to me that these institutions were satisfied with the pre- 
vious loans before the Government came along and started them. 

Mr. Corz. I think, Mr. Vursell, that Mr. Hazeltine made a very 
good comment about this program. Also, Congressman Boland men- 
tioned it. | We think it isa good program. We think it serves a very 
definite need, and our only real question about it has been the question 
of the rates of interest. 

We have: felt that it would be good to try to get as much private 
lending into this field as possible, and this is really.our only policy 
disagreement with the Congress, because we do think it is a tremen- 
dously important and effective program. 

Mr. Vursett. I notice one comment to the effect that the Govern- 
ment has completely underbid private enterprise. Now, that does 
not sound good. I think you will find that statement in the justifica- 
tions on page G-4 

I raise these points because I am concerned about it, and because 
I would like to see this Government remain solvent for hundreds of 
years after the rest of us have passed on, and that is why some of us 
are getting greatly concerned. 

The administration in high places, I think, is concerned with that. 

Mr.’ Troms. Your examination is always very interesting and 
worthwhile, and all of us enjoy it. I am sure our friends on the 
other side of the table find it stimulating also. 

Mr. Core. Mr. Yates is not here, and I wonder if you would come 
back in the morning with your Commissioners for about 30 or 40 
minutes ? 

Mr. Coir. You want me to come back with the present Commis- 
sioners that are here ? 

Mr. Tuomas. Yes. Tomorrow we will try to cover FNMA and 
FHA. Ido not know whether we can or not, but we will make a real 
effort to do it. We will not slight the record. If we do not finish it, 
we will come back Friday morning. 
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PROCRAM BY ACTIVITIES } | 


| 
Development and management operations: | | 
Developu.ent loan commitments: 
New commitments 
} 
' 


$89, 332, 214 $224, 809, 000 | $388, 332, 000 
Refunding direct with guarante ed loans f 








a ss 307, 000, 000 | 225, 000, 600 
Other loans to local housing authorities Sod : 1 : | css 
Mortgage loans to homeowners and others_.._....._..___- 2, 548 JF PF eae p 
Acquisition of land, structures, and equipment---_....._- 195, 394 | 55, 200 9, 900 
Expense: | 
Annual contributions. _____. aaa-e-ee-s--e-----------| 81, 730,046 | 92,000,000 | 99, 000, 000 
Ad . inistrative expenses _- ~ ; atime takes 9, 162, 800 | 10, 700, 000 | 13, 300, 000 
QERSP CRPONMD « nn nies sh LE sd oA] 1, 257, 096 | 1, 720, 500 2, 403, 500 













Total development and management operations | 234, 808,809 | 636,284,700 | 728, 045, 400 
Disposition operations: Disposition expense 7, 299 | 5, 100 4, 490 
Reduction of working capital transferred from other Govern- | 








“| 
GE GOIINB eo ins cceecccasetsucns wi shdiha ddd sividadt 4, 440 | 


Total operational program. ..............-...-------.---| 234,820, 548 | 636,289,800 | 728, 049, 800 


Interest on borrowings from Treasury vunpacan nen limmia teats soabi 1, 440, 580 | 320, 000 | 900, 000 






















Total program (obligations) __.................--..---.-- | 236, 261, 128 | 637, 60 19, 800 i 728, 949, 800 





FINANCING ‘| 


Amounts becoming available: 
Appropriations: 






Annual contributicns secgih inseieged maeae ET 82, 200, 000 93, 000, 000 99, 000, 000 
Administrative expenses_-__..........-....--- 9, 636, 500 10, 700, 000 13, 300, 000 
Authorization to expend from debt receipts (cancellation | 
of notes pursuant to Public Law 176, approved July 31, | | | 
BODD ntilins s4ntest aun 4065 44% $9444 . - Vashi oudees GGT Mitch 3.- ccc eee 
Collection of development loans: 
OR RONNNGS 5.0 553k nb ek Nek 565 dsb ean Jaks | 4, 109, 160 | 4, 850, 000 | 3,875, 000 
Refunding direct with guaranteed loads 52, 943,358 | 307, 000, 000 225, 000, 000 
Peuuneent FIONN... 5s on 8 ios. ed ecae ee dwokast | 181,672,477 | 139,000, 000 100, 090, 000 
Collection of other loans to local housing authorities__....- 116, 131 | 71, 100 | 67, 200 
Collection of mortgage loans to homeowners and others | 139, 634 161, 400 182, 400 
Income from development and management operations 3, 874, 911 | 4, 554, 800 | 6, 072, 900 
Proceeds from sale of property and return of investment } 
from local bodies under conditional! conveyance con- 
tracts.......- ines ae a ere ea 12, 226, 500 | 18, 786, 400 
Adjustments of prior year transactions | 26, 004 |_.-- ie ie 
Adjustments in operating and technical services reserv es, | | 
etc... 875, 307 457. 234 25, 700 
Reduction of commitment due to permanent ‘financing | 
and other cancellations... ..._- ~------+-------------| 168,086,482 | 257,000,000 | 325,000, 000 








Total amounts becoming available_.__.._.....-....-.- 520, 362, 660 829, 021,034 | 791, 309, 600 
Unobligated balance brought forward: Authorization to 
expend from debt receipts... -.-_- ~ itt siched ses 309, 768, 748 593, 105, 683 | 783, 512,972 





Total amounts avalabre: —..-.--- 2. ses ee 830, 131, 417 Hy, 422, 1: 26, 717 | 1, 574, $22, 572 
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Program and financing—Continued 


| 
1956 actual | 1957 estimate | 1958 estimate 





FIN ANCING—continued | 


| | 
Payment of dividend to Treasury acbak | —$437, 706 — $654, 700 | —$750, 000 
Return of appropriations to Treasury: | 
Annual contributions 7 : —296, 645 | —469, 04 
Administrative expenses. : : | —326, 900 | — 52, 600 | — 473, 700 
Unobligated balance carried forward: Authorization to expend | 
from debt receipts $ Ye _| — 593, 105, 683 |—783, 512, 972 —844, 179, 118 


Financing applied to program... é 2 | 206, 261, 128 | 637, 609, 800 728, 949, 800 


Mr. Tuomas. Gentlemen, the committee wil] please come to order. 

We have with us this morning the representatives of the Public 
Housing Administration. 

It is certainly nice to see our friends again: Mr. Slusser, the Com- 
missioner; Mr. Currie, the Deputy Commissioner; Mr. Ruffner, the 
Director of the Budget Branch: and Mr. Frantz, the Agency budget 
officer of the Housing and Home Finance Ageicy. 

Do we have some others ? 

Mr. Stusser. Mr. Davern, the counsel. 

Mr. Tuomas. Yes. We have the judge down there. 

It is nice to see all of you. 

We understand the Commissioner is going to the hospital to have 
some surgery on his eye, and we certainly wish him all kinds of good 
luck and his speedy recovery. 

Mr. Commissioner, if you have a statement for us, we will be de- 
lighted to listen to you as long as you want to talk. 


GENERAL STATEMENT 


Mr. Stusser. Thank you. 

It won't take me long to run through this. 

Mr. Chairman, and members of the committee, I appreciate the 
courtesy you have extended in scheduling an early hearing so that I 
may be with you. It is a pleasure to appear before your committee 
to discuss the Public Housing Administration’s budget estimates for 
the 1958 fiscal year. 

Very briefly, I am going to point out significant features of our 
plans for the coming vear and to mention some of the progress which 
I feel we are making during this year. 

As you know, the Public Housing Administration’s responsibility 
is unique. The low-rent public housing program contributes to pro- 
viding decent, safe and sanitarv housing for over 400,000 low-income 
families formerly housed in substandard dwellings. 

Other units are covered by annual contribution contracts and are 
awaiting construction. 

In addition to cooperation with local housing authorities in the 
development, operation and management of the business affairs of 
this vast housing enterprise, PHA is responsible for establishing and 
enforcing standards which govern the selection and occupancy of a 
sizable segment of this Nation’s population. 

Since being appointed Commissioner of PHA, T have been increas- 
ingly aware of the need for skillful Federal assistance to, and collabo- 
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ration with, the local housing authorities and their governing bodies 
which are responsible for the direct administration and the final suc- 
cess of the projects, I have realized that somehow we should increase 
the margin of residual receipts and halt the trend toward maximum 
annual contribution payments while, at the same time, we must pre- 
vent the low-rent dwellings from falling into an obsolete or deterior- 
ated condition which would, in time, reduce them to substandard living 
accommodations. 

REORGANIZA 


TION OF PHA 








With these problems in mind, a firm of management consultants 
was employed to analyze our organization. In October we reorgan- 
ized the Public Housing Administration to provide for a clear delega- 
tion of authority and line of responsibility, which I felt we needed, 
for development, management, and disposition, at both the central 
office and regional office levels. Regional directors are given full re- 
sponsibility for all activities inv olving direct contacts with local hous- 
ing authorities. One person in the central office and one »erson in 
each regional office has been given the full responsibility for all devel- 
opment activities, including coordination between their staffs and 
other activities which affect the development process. This same 
direct line of responsibility and coordination has also been followed for 
management activities. With respect to disposition activities, a strong 
line contro] will be continued until this program has been brought to 
a conclusion. 



















IMPROVEMENT 





OF FINANCIAL MANAGEMENT 





Our agency has been actively participating with the General Ac- 
counting Office and the Budget Bureau in a joint program for improve- 
ment of financial management in the Federal Government. ‘This pro- 
gram has been established to carry out the wishes of the Congress, 
as expressed in Public Law 863, approved August 1, 1956, to provide 
a firm basis for moving forward, as rapidly as available resources 
permit, in the improvement of financial management. After careful 
consideration, a planned program has been developed for PELA which 
we believe includes the most important actions which should be taken 
to improve our financial management. It is planned that we will com- 
plete and adopt 7 projects during this fiscal year and 4 additional ones 
by the end of the next fiscal year. It may be that other projects will 
come to our attention as we move forward with the work. If so, the 
program will be supplemented to include them. 





HIGHLIGHTS OF 





BUDGET REQUEST 





In briefly highlighting our budget request for 1958 I might men- 
tion first the largest item in our budget estimates: $99 million is re- 
quested for annual contribution payments; this compares with the 
appropriation of $93 million for fiseal year 1957. ‘The increase pri- 
marily will provide funds for annual contributions on 6,318 units 
which will receive their first contribution payment during the 1958 
fiscal year. 

With regard to our request for authority to use funds to complete 
the liquidation of the war and emergency housing units, I know you 
are interested in the success of our efforts. I feel that we are justly 
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proud of our disposition program. Approximately 1 million units 
originally were constructed by the Federal Government to alleviate 
the housing shortages created by World War II and the Korean 
emergency. By June 30, 1956, approximately 950,000 units had been 
disposed of, leaving only 47,895 units in the inventory. Our budget 
is based on the assumption that 41,132 units will be disposed of dur- 
ing the current fiscal year, leaving only 6,763 units for disposition 
during 1958. Even though we are working with the hard core or 
most difficult disposition problems, we are now in line with our 
budget estimates for this year. Between July and the end of Decem- 
ber 1956, we ay yy of 20,660 units. Unless unanticipated difli- 
culties arise, we feel sure we can meet our objective to dispose of all 
remaining housing units by not later than June 30, 1958. 

Next, I want to say a few words about the nonadministrative ex- 
pense limitation relating to the low-rent program. The $2,400,000 
estimated for 1958 involves 2 items of expense. The first item pro- 
vides use of $509,000 from rental receipts to meet the cost of operating 
and maintaining the remaining federally owned and operated low- 
rent projects. ‘This estimate is somewhat lower than actual expendi- 
tures during this year because we anticipated disposition of 2 of the 
remaining 5 projects. However, it now appears we may not be able 
to dispose of these projects and it may be necessary to request an in- 
crease in this limitation to use program receipts if the transfer of the 
two projects cannot be effected or if continued operation of a project is 
deemed to be in the public interest. 

The second or remaining portion of this item is authorization to ex- 
pend moneys collected from local public agencies for the cost of the 
Federal staff engaged in inspection of low-rent projects under devel- 
opment. As I have mentioned to you before, I feel that one of the 
major responsibilities of the Public Housing Administration is the 
careful inspection of the low-rent projects while they are under con- 
struction. Errors made during construction prove costly during op- 
eration of the project, resulting in increased repairs and mainte- 
nance, which in turn increase the annual contribution payments. We 
have just received and are in the process of analyzing recommenda- 
tions for ways of improving our inspection service. 


ADMINISTRATIVE EXPENSES 


For administrative expenses during 1958 we are requesting an ap- 
propriation of $13,300,000 and an authorization to use $1,730,000 of 
program receipts from the liquidating emergency housing program. 
We estimate that year-end employment in 1958 will increase 62 posi- 
tions over 1957. A considerable portion of the dollar increase for 
1958 is due to the payment of $740,000 to the retirement fund pursuant 
to amendments to the Civil Service Retirement Act. This is based 
on 614 percent of the salaries of our employees. 


WORKLOAD DATA 


The significant workload items in the low-rent public housing pro- 
gram for fiscal year 1958 are estimates of additional annual contribu- 
tions contracts for 35,000 units, construction starts of 35,000 units, and 
completions for occupancy of 25,000 units. This production, added 
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to production scheduled for the current fiscal year, will exhaust all 
but 16,471 units of our current legislative authority to execute new 
annual contribution contracts. 

You will note, in reviewing our budget justifications, that there 
is projected an increased construction activity in 1958 over 1957. Also, 
the volume of units for which we exercise management supervision is 
further increased substantially. 


TRAINEE PROGRAM 


We recently made a survey and found that the average age of all 
PHA employees is 48.4 years. This has made us realize that we must 
plan now to provide for the employment of young, qualified persons 
who, by their back — of training and personal interests, will grow 
in the agency and yailable in time to succeed older employ ees who 
leave the agency by reciobaneell or for other reasons. Therefore, we 
have initiated a program for the employment of college and trade- 
school graduates at the junior professional levels, These new em- 
ployees will be given a period of on-the-job training. In or der to give 
the trainees a broad appreciation and knowledge ofthe agency’s activi- 
ties, coordinated orientation sessions will be held. Supervisors will be 
expected to work carefully with the trainees in order to insure maxi- 
mum utilization and development of their skills. We plan to follow 
this with periodic evaluations of the work and accomplishments of 
each trainee so that they may be assigned permanent jobs for which 
they are best adapted. 

In closing, let me say that I believe the budget estimates presented 
to you represent minimum estimates for carrying out our program 


objectives efficiently and economically: 

I shall be most happy to answer any questions which you may wish 
to ask. 

Thank you. 

Mr. Tuomas. That is a very nice statement, very clear and very 
much to the point. 


RESPONSIBILITIES OF PUBLIC ADMINISTRATION 


The duties of the Public Housing Administration, I presume, can 
be summarized about as follows: The two main duties are: No. 1, to 
supervise, we will say, construction contracts looking toward the pay- 
ment of annual contr ibutions to the various local housing authorities 
and, No, 2, to liquidate the war emergency housing program. 

When you have said that, you have cov ered a multitude of headaches, 
but that about summarizes it, does it not ? 

Mr. Suusser. I would say that covers it. 

I believe, Congressman, our management problems are now be- 
coming our largest from a supervisory standpoint. 

Mr. Tuomas. Yes. That goes along with the payment of the annual 
contributions. 

Mr. Siusser. Yes, sir. 
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AUTHORIZATION FOR NEW LOW-RENT HOUSING PROGRAM 


Mr. Tuomas. I believe for the next two fiscal years you will under- 
take the construction by contract. with the various housing authori- 
ties some 35,000 units per year. 9399 

Mr. Suusser. That is right, sir. We have an authorization for 
70,000 units. 

Mr. Tuomas. How many applications do you have now for the 
70,000 units ¢ 

Mr. Suusser. I can’t tell you exactly what is in the shop now, cur- 
rently. 

We anticipate this year that we will process and complete some- 
where between 18,000 and 20,000 applications or annual contribution 
contracts, [ should say; next year approximately 35,000, and then 
the balance — third year. 


-’ NUMBER OF UNITS UNDER CONSTRUCTION 
t 


Mr. Tuomas. How many units do you have under construction 
now, not including»the 35,000 authorized for the present fiscal year? 

Mr. Stusser., This year our program calls for 25,000 units under 
construction. 

Mr. Tuomas. Do you have any authorized units, excluding the 
70,000 units authorized for fiscal years 1958 and 1959, which are not 
under construction at this time ? 

Mr. Suusser. Yes, sir. 

Mr. Tuomas. How many ? 

Mr. Rurrner. On June 30, 1956, we had 18,952 units under construc- 
tion which had not been completed. 

Mr. Suusser. What was it? 

Mr. Rurrner. Eighteen thousand nine hundred and fifty-two. 

Mr. Tuomas. Almost 19,000. How many authorized units, other 
than the 70,000 I just deseribed, do you have, that is, not under con- 
struction, in addition to the 19,000 ? 

Mr. Stusser. Let’s see; 55,269. 

Mr. Tuomas. In addition ? 

Mr. Stusser. Yes, sir. 

Mr. Tuomas. That means you have in the neighborhood of 75,000 
units, then, in addition to the 70,000 authorized ¢ 

It is all set out in your tables, and you have it under two or three 
public laws, and when I got through with it I was all confused. It 
didn’t make much difference to me under which public law it was. I 
was just looking for figures. 

It is all set out there. 

Mr. Stusser. June 30, 1957, we will have 429,000 units available 
for occupancy. 

COST OF CONSTRUCTION 


Mr. Tuomas. What about your construction cost today as com- 
pared with the same period last year and the year prior to that? 

How much increase are you experiencing in your construction cost ? 

Mr. Stusser. I don’t want to give you round figures. 

Mr. Rurrner. We are using figures as of June 30, 1956, of $13,500 
per unit. 
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It is running around that, overall average cost per unit. 

Mr. Trromas. That was the June 30 figures? 

Mr. Rurrner. Yes, sir; 1956, 

Mr. Tuomas. Thirteen thousand—what ? 

Mr. Rorrwner. ‘Thirteen thousand five hundred dollars. 

Mr. Tomas. Per room ? 

Mr. Rurrner. Per unit. 

Mr. Tromas. That is the average, whether you have one, two or 
three bedrooms ? 

Mr. Stusser. Well, that 

Mr. Tuomas. Can you put it on a square-footage basis? 

Mr. Stusser. It is built on the cubic-foot basis. 

Mr. Tuomas. All right. Will you put in the record at this point 
your cost per cubic foot? I am talking about the construction cost 
now. I am not talking about your land cost. That will be a separate 
item. 

Mr. Stusser. Do you have that? 

Mr. Tuomas. I would like to have that from 1950-right on through 
1957. 

You have been doing some construction each month. 

Then, in another table, I would like to have your land cost per 
square foot. 

You don’t buy land on a cubic-foot basis ? 

Mr. Susser. No. 

Mr. Tuomas. It is on a square-foot basis. 

Mr. Stusser. Yes. 

Mr. Tuomas. The construction is on a cubic-foot basis. 


Mr. Stusser. Do you have that? 


Mr. Rurrner. Yes. 
Mr. Stusser. We will furnish that for the record. 


(The information requested is as follows :) 


Per cubic foot construction cost, excluding land 


The following are average estimated costs per cubic foot for dwelling struc- 
tures including equipment (range, refrigerator, shades, screens, etc.). These 
figures are from actual cost records, taken on a sampling basis to reflect all types 
of units and geographical areas. 


Dwelling Dwelling 
structures, structures, 
including including 
equipment equipment 


Per square foot cost of land 


The following are the average costs per square foot paid by local housing au- 
thorities for low-rent housing sites acquired under the Housing Act of 1949: 
Dwelling Dwelling 
structures, structures, 
including including 
equipment equipment 


$0. 475 








oa 
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Sites acquired during the years 1950 and 1951 were predominantly vacant land. 
Thereafter, many of the sites involved the clearing of existing slums. Acquisition 
of a number of sites which were in the process of purchase or condemnation dur- 
ing the years 1952 and 1953 reached the condemnation-award stage in 1954. The 
sites acquired in that year were principally in large metropolitan areas where 
projects consisting of high-rise buildings were constructed. The study upon 
which the above figures are based embraces a total acquisition program involv- 
ing 582,572,000 square feet acquired in part by negotiation and in part by con- 
demnation at an average cost of $0.308 per square foot. 


NUMBER OF ANNUAL-CONTRIBUTION CONTRACTS 


Mr. Tuomas. How many annual-contribution contracts did you 
execute during the fiscal year 1957? Of course, that period hasn’t 
quite expired, so you will have to estimate what you will do in the 
next 5 months. 

Mr. Rurrner. In fiscal year 1957, we put under contract during 
July 1956, 40,893 units. 

Mr. Tuomas. Do you think that will be the sum total for the fiscal 
year 1957? 

Mr. Rurrner. We also expect to put about 19,000 additional units 
under contract during this fiscal year. Those 19,000 units will come 
out of the 70,000-unit authorization. 

Mr. Tuomas. That would be in the neighborhood of around 60,000 
units, we will say ? 

Mr. Rurrner. That is correct. 

Mr. Tuomas. Before you sign that contract, that contract is about— 
what—your second or third step in your process of finally getting the 
units built? 

Your last step is your construction contract, I presume, and your 
annual contribution is—what—your third step or your fourth step? 

Mr. Stusser. Well, that is the last step, sir, as far as the contract 
is concerned. 

Then we are faced with the development budgets under that annual- 
contribution contract for the construction of the property. 

Mr. Tuomas. What I am getting at is that when you sign your 
contribution contract, you have eoake completed your financial 
arrangements ; haven’t you ? 

Mr. Stusser. We have the preliminary estimates. 

Mr. Tuomas. Have the bonds been sold 

Mr. Stusser. No, sir. 

Mr. Tuomas. Or have all the financial details been wrapped up? 

Mr. Stusser. No, sir. 

When we sign the annual-contribution contracts, we have all pre- 
liminary planning and all site planning in, and then we have the 
development budget. We go to bid. 

Mr. Tuomas. And the local housing authorities will be able to take 
your annual-contribution contract and really get the money; is that 
right ? 

Mr. Stusser. Yes, sir. 





MARKET EXPERIENCE IN PHA FINANCING 


Mr. Tuomas. What experience are you having now with financing 
these various contracts by the various local housing authorities? 
What about your interest rate? What is that doing? 
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Mr. Stusser. We have— 

Mr. Tuomas. FHA, Veterans, and even the Federal Home Loan 
Bank Board are having a little trouble getting money these days, 

What shape do you find yourself in ? 

Mr. Stusser. We only sold two issues last year. 

We stayed out of the market because of the market conditions and 
kept it in temporary notes. 

Mr. Tuomas. What did you do for money, then? Go to the 
Treasury ¢ 

Mr. Stusser. No, sir. We haven’t had to sell as long as we could 
keep it in temporary financing, and we get the lower interest rate in 
the temporary financing, and we have room enough now in our 
authorization to do that, to carry it, and we borrow money in the open 
market on temporary notes. 

Wesold notes last Tuesday for 2.14, which was considerably less than 
our last sale. 

Our last bond sale was 2.487. 

We have been considerably under Treasury notes. We have ranged 
about 28 to 30 points under Treasury sales. 

Mr. Tuomas. How do you account for that? 

Mr. Stusser. Well, these are nontaxable bonds and the Govern- 
ment’s guaranty back of them make them good marketable bonds, and 
if we watch our spots and don’t get into a crowded market we have 
demand for the bonds. 

We advertised for a sale on February 6, but we are trying something 
new because of the market conditions. We have cut down the size 
of the issue, and we have been able to keep competition. 

Mr. Tuomas. Those Public Housing Authority notes are not the 
notes of the various local housing authorities you are speaking of ? 

Mr. Stusser. Yes, sir; they are the notes of the local housing au- 
thorities. 

Mr. THomas. Guaranteed by the Public Housing Administration ? 

Mr. Stusser. Yes, sir. 

Mr. THomas. Tax-exempt ? 

Mr. Stusser. Yes, sir. 

Mr. Vursett. In low-rent housing, you use these Federal bonds for 
this purpose, do you, in your temporary financing ? 

Mr. Stusser. No; we do not. We go in the open market and bor- 
row the money. We donot use Treasury money. 

Mr. Vurseti. And that has been costing you around 2.56% 

Mr. Stiusser. No, sir; not the temporary notes. The bonds have 
been running that. 

The notes have been running just over 2 percent—2.14. 

We sold notes last Tuesday, I believe, in the neighborhood of 60 
or 70 million dollars, and they were sold for an average interest rate 
of 2.14. 

Mr. Tuomas. And the bonds are tax-exempt, too; are they ? 

Mr. Stusser. The bonds are tax-exempt, too; yes, sir. 


COMPARISON WITH PRIVATE MORTGAGE RATES 


Mr. THomas. That is a decided advantage over this boy out here 
trying to hustle up enough money to pay for his own house; isnt’t it? 
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Mr. Stusser. Well, you are dealing in the same money market, ex- 
cept that you have the guaranty of the FHA on the mortgage insur- 
ance against the Government's guaranty of the bond. 

I can say, frankly, our bonds are probably the best. bonds on the 
market and most sought after. 

Mr. THomas. Why? 

Mr. Stusser. Because of the Government’s guaranty. 

Mr. Tuomas. The Government guarantees FHA and VA, too. 

Mr. Stusser. Well—— 

Mr. Tuomas. It is the same government, isn’t it ? 

Mr. Stusser. Well, they are tax-exempt bonds. 

Mr. Tuomas. That is the difference. That is what I am asking 
you for. 

This veteran out here is trying to buy a house. He is paying 414 
percent and they want to hike it up to 5. 

The private individual over here is trying to build a house under 
FHA. He pays 54% percent, doesn’t he? 

Mr. Susser. I believe it is 514 percent. 


SIZE OF TOTAL LOW-RENT HOUSING PROGRAM 


Mr. Tuomas. What is the total number of units you will have 
completed at the end of your present 70,000 authorization ? 

Of course, they will not be completed until the end of calendar 
year 1958, I understand. 

Mr. Siusser. They will be under annual contribution contract, 
but not completed construction. 

Mr. Tuomas. That is right ; not completed. 

Mr. Stusser. You want the total we actually have in management 
now ¢ 

Mr. Tuomas. No. What will be the total public housing units 
you will have, subsidized units, at the end of calendar year 1958? 

That includes the 70,000, the figures in your justification. 

Mr. Rurrner. We had available for management as of June 30, 
1956, 418,309 units. 

Mr. Tuomas. All right. 

Mr. Rurrner. Add approximately the 70,000 units to that. 

Mr. Tuomas. I mean your total, from your 1937 act on down. 

What is your total number of units? 

Mr. Suusser. I will have to use this in round figures, sir, and then 
furnish you with that. 

Mr. Tuomas. Maybe he gave the right figure, then. 

Mr. Stusser. Four hundred and eighteen thousand units. 

Mr. Tuomas. Yes. 

Mr. Suusser. To that, we would have to add about 185,000 more 
units. 

Mr. THomas. What does it all add up to now ¢ 

Mr. Suusser. Six hundred and five thousand. 

Mr. Tuomas. Slightly over 600,000, then ? 

Mr. Suusser. Yes, sir. 
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EXTENT OF GOVERNMENT'S SUBSIDY OBLIGATION 


Mr. Tuomas. Your justification was very interesting and very read- 
able.. Some of your tables weren't too good. They have so mucl: in- 
formation in them they almost confused me, but. your historical. part 
was excellent. I want to commend you on that. 

You state repeatedly, time after time, and stated it as a fac 
worth repeating—that the Government's obligation under these con- 
tracts now is to pay all of the construction costs and all the interest 
charges, and apparently all you are trying to do is to charge the tenant 
just enough to pay your operating expense. 

Is that correct ? 

Mr. Stusser. No, sir. 

We establish our income limit according to the economic conditions 
in the community. 

We try to stay within the 20 percent gap of what comparable pri- 
vate housing would rent for. That varies from place to place, but 
we have increased those quite substantially. We Sans increased our 
income limits quite substantially during the past 2 years. 

Mr. Tuomas. When you get through, though, it all adds up to one 
thing: The construction cost and the interest char ge is 100 percent of 
those 2 figures. One hundred percent of those two figures comes out 
of the annual contribution, doesn’t it, or do you squeeze anything out 
of the income to help pay that bill? 

T notice in your tables you set up five variables. 

Mr. Stusser. Yes. 

Mr. Tuomas. That is the reason your annual contribution can vary 
2, 3,4 or 5 and maybe 10 percent in 1 year, even though you may have 
a larger number of units this year than you had last year to subsidize. 

Mr. Stusser. Mr. Thomas, I can say this to you, very frankly: We 
are moving very close to total subsidy. 

Mr. Tuomas. That is what Iam asking you now. 

Mr. Stusser. Somewhere around 80 percent. 

Mr. Tuomas. Yes. 

Mr. Stusser. Last year I belieye—— 

Mr. Tuomas. In other words, total subsidy on the interest bill and 
the construction cost ? 

Mr. Stusser. That is right. 

Mr. Tuomas. And you are moving closer to that every day, aren’t 
you? 

Mr. Stusser. Yes, sir; we are. 


TOTAL LOW RENT HOUSING UNITS NEEDED 


Mr. Tuomas. When you get these six hundred thousand-odd units 
constructed on the same formula that you are operating now, over a 
10-year period, looking in the future 10 years from now, how many 
units do you think we will have to have to be fair to everyone alike ? 

Mr. Stusser. I wouldn’t want to project that, sir. 

Mr. Toomas. Well, say as of today. If you ‘had to be fair to every- 
body under the same income limitations you are operating under to- 
day, how many units would you have to have in order to be fair to 
everybody in that group ? 
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Instead of having 600,000 units, how many units would you have 
to have ? 

Mr. Stusser. You mean to house all people of low income? 

Mr. Tuomas. Under your formula that you are housing them today. 

Mr. Susser. I wouldn’t know that figure. 

Mr. Tuomas. You folks are bound to have an idea on that or else 
you wouldn’t be coming up here all the time wanting more units. 

Mr. Srusser. That is dependent, of course, upon a good many 
things. It depends on how fast communities would move with their 
slum-clearance programs, as to how many properties 

Mr. Tuomas. That has nothing to do with the income. 

Clearing out your slums has nothing to do with the income. We 
are talking about an income basis now. 

Mr. Stusser. You mean how many people of low income there are 
in this country ? 

Mr. Tuomas. How many would you think are entitled to a house 
under the formula you are operating under today ? 

You know there are 600,000 families because you have asked for 
that many units. 

You have asked for more units than that. You have that many units 
authorized. 

The figure used in this committee last year and the year before last 
and the year before that—when you get these 600,000 units com- 
pleted, that would be just about one-fourth or one-fifth enough. 

That is the figure as well as I recall. 

Is that about right ? 

Mr. Stusser. Well, your congressional study made in 1949 indicated 
that you should go to a figure of about 10 percent of the total build- 
ing that would be required to house your lower-income group. 

That, of course, projects itself with your growing population year 
after year, and I wouldn’t even 

Mr. Tuomas. You mean that figure, one-fourth or one-fifth, is 
low ; it ought to be twice that, then ? 

Mr. Susser. I don’t have the—— 

Mr. Tuomas. Instead of 2 million or 2,500,000 units, it would be in 
the neighborhood of 5 million units ? 

Mr. Stusser. Well, just for the sake of conversation, the indications 
are that you have 

Mr. THomas. We are not interested in that, if it is not reasonably 
accurate. 

Mr. Stusser. You had 8 million substandard houses in the United 
States. If one-fourth of those are low income, it indicates you need 
2 million more units. 

Mr. Tuomas. So, it would be about 2 million added to the half 
million we have now authorized ? 

Mr. Susser. I would say there is a need ; yes —— 

Mr. Tomas. So, there is about 

Mr. Stusser. Following the same pattern. 

Mr. Tuomas. One-fifth rather than one-tenth ? 

That would be the figure, then ? 

Mr. Stusser. That would be about it. 

Mr. Tromas. That is the figure you have been using. 

You would need between one-fifth and one-fourth more. 

I mean what you have is one-fourth or one-fifth of the total need, we 
will say. 
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Mr. Srusser. Well, of course, if we get to a coordinated program, 
the present properties you have should be turnover properties; that 
is, I mean by that you shenia be using those to rehabilitate people and 
moving on. 

If the program is so arranged that economically somebody comes 
out of public housing, they should move into private housing. 

If that is true, then, of course, you would a some considerable 
turnover within the present properties; and I wouldn’t want to say 
how many more you should build to meet that demand. 

We just don’t have the research available, and we don’t seem to be 
able to get it out of either the Bureau of the Census figures—the only 
figures we have to go on are those from the Bureau of the Census— 
and what we do with our own economists when we go into a com- 
munity. 

TURNOVER RATE IN LOW-RENT HOUSING PROGRAM 


Mr. Tuomas. What information is there available from your rec- 
ords or your experience about the turnover in these houses and what 
happens to the people when they move out ? 

Mr. Stusser. We find about 20 percent of them have gone into pri- 
rate homes—either purchased or rented homes of their own. 

Mr. THomas. What is the annual turnover ? 

Mr. Susser. I believe our turnover within projects now is approxi- 
mately 30 percent, for all reasons. 

Mr. Tuomas. Thirty percent per year? 

Mr. Stusser. Yes. 

REASONS FOR TURNOVER 


Mr. Tuomas. What are the main reasons? 

Mr. Stusser. Well, most of them are ineligible. 

I mean they reach income levels or income limits and are ineligible. 

Others object to regimentation that goes with the public housing 
program. They leave for that reason. 

Others leave for environmental reasons. 

Mr. Tuomas. What do you mean, “environmental reasons”? 

Mr. Stusser. The conditions surrounding the project. They don’t 
like to live in the project; sometimes don’t like the neighbors they 
have—such things. 

Mr. Tuomas. Thirty percent ? 

Mr. Stusser. At the present time we have about 30 percent turn- 
over, yearly turnover. 


CONDITION OF FAMILIES LEAVING LOW RENT HOUSING 


Mr. Tuomas. Do they usually better themselves or their living 
conditions, when they move? 

Do you ever take a look at them to see what happens to them after 
they move ? 

Mr. Stusser. Yes; we try. 

T don’t want to put the figures to you because I do not remember 
them. I will try to furnish that for you. 

Mr. Toomas. What is your horseback opinion ? 

Mr. Suusser. Well, I would say they better themselves. 

There is 20 percent I would say we are quite certain purchase homes 
or go to better rental housing. 





1630 


Some go hook to the slum areas because, as I ay , they don’t like the 
regimentation—and what percentage that is I don’t know. They 
would rather go there where they can feel free, and if the boy wants 
to work and the wife wants to work during the vacation period the 
income is not counted against them, whereas in our case we count 
the income. 

Mr. Tuomas. I have been in a good many projects scattered all over 
the country, and they look to me as if they are reasonably well con- 
structed and pretty well maintained, and people who live in them look 
to be very cheerful and very happy and very contended. 

Of course, my visits would be very short. I didn’t sit down and 
try to do any talking and ask them whether they were satisfied or 
dissatisfied ; but it seems to me if they are dissatisfied the can move out. 
Of course , they didn’t have to move in, and they could very easily move 
out if they were unhappy. 

Mr. Stusser. We have problems. We are trying to search for an- 
swers to some of them now. 

We have in some places in the South a problem of white occupancy 
now. There is no segregation involved in that at all, and the only 
thing I can think about is prosperity. They are doing better or want 
to do. better and they don’t want regimentation. 

We are having in a few spots in the South some problems with 
occupancy in the ‘white projects. 


MAINTENANCE PROBLEMS 


Mr. Tuomas. What about your maintenance problem? How long 
is it going to be before these buildings become the most undesirable 
property in the community ? 

Mr. Srv sser. We can only hope that will never happen. 

That is going to depend a good bit on what 

Mr. Tuomas. Of course, the w ay to prevent that from happening is 
to do a little bit better maintenance job than the same or similar type 
of apartment building in that neighborhood or some other neighbor- 
hood because, as you pointed out a while ago, they don’t like to live 
there because of regimentation and rules and regulations. 

So, you are going to have to spend a little bit more money to keep 
that property desirable than the aver age landlord is going to spend on 
property of, we will say, comparable quality. 

Mr. Siussrr. The problem of maintenance is a big one and—I will 
be honest with you—it has been of much concern to me. 

If we get to total subsidy—lI oftentimes think we made a mistake 
that we didn’t go to total subsidy in the beginning and let the local 
authorities operate on the basis of their income; and if the costs keep 
going up, the cost of maintenance keeps going up, the cost of labor 
HPORE & going up, the cost of materials going up, and we can’t get above 
a certain level of income and maintain a low-rent character, we have 
a problem on our hands. There is no question about it. 

Mr. Tuomas, Is there anything in sight to make you think that this 
maintenance and operation costs is going to come down ? 

Mr. Stusser. Yes. 

Mr. Tuomas. It looks to me as if you can only assume 1 of 2 things: 
It is either going to stay the way it is or it is going up. 

I don’t see anything that will lead you to ‘believe it is going to 
come down. 









1631 







































Mr. Suusser. I think there is a management control that is going 
to have to be exercised, and it is going to have to be done from the 
Federal level, and that is to place a dollar valuation on the mainte- 
nance of the unit, and the local authorities are going to have to live 
within that. 

Mr. Tuomas. Are the local authorities inclined to spend too much 
money on maintenance, or spend too little on maintenance now ? 

Mr. Stusser. No. 

I have done the same thing you do—I get out and visit a good many 
of these properties and go through them. I have gone through many 
thousands of them. 

I would say generally they are in excellent shape. The maintenance 
is well done on most of them. 

There are some where a much better job could be done. 

That is a question of local administrative problems. 

Weare trying to concentrate on those. 

We find that the older projects, the older PWA projects, the 412’s 
and the 671’s, are not near so expensive to maintain as the properties 
we are building at the present time, and again that is because of your 
construction under present-day conditions. ‘There were some that 
went up during the war, where we didn’t get the best construction. 
We find that our maintenance costs on those units are higher and grow- 
ing more rapidly than they are on the older units. 

We think we are coming to the point where management is going to 
be a major problem and should be the major center for attention in this 
program, and we think we will get that now that the bigger part of 
the construction program is over, that is, the day when we were build- 
ing at the rate of 50, 60, 70, 80,000 units a year. 

They were going so fast in their program with building that manage- 
ment was then new with them. 

I think it is coming to the point where we must concentrate our 
efforts in management procedures and techniques, and we are doing 
that. 

I do think this: There is a tendency on the part of local authorities 
to spend as much as they can possibly spend. We have to slow that 
down. There is no question about it. 

Mr. THomas. Let’s take a look at this budget now. 











OCCUPANCY PROBLEMS IN LOW RENT PROJECTS 























Mr. Jonas. Before you start putting pages of the justification in 
the record, I was interested in Mr. Slusser’s statement that he had an 
occupancy problem in the South and that leads me to offer the sugges- 
tion to you, sir, that we ask him to furnish for the record a table show- 
ing conditions with respect to occupancy in all units, in all projects. 

Would you think that would be helpful for record ¢ 

I didn’t want to restrict it just to the South. 

Mr. Tomas. Yes. 

Mr. Stusser. We can furnish that for you. 

Mr. Jonas. I know you have that information available. 

Mr. Stusser. I didn’t want to mislead you on that. I said that was 
spotty. It is just a place here or there. 

Mr. Jonas. I want to ask you some questions about it when it comes 
around to my time to ask questions, but I thought before we left that 
subject you might make a note. 
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Mr. Stusser. All right, sir. 

Mr. Rurrner. The table is one showing the condition of occupancy 
for all projects in the low-rent program ? 

Mr. Jonas. Yes. 


(The information requested is as follows :) 


OccuPANCY IN LocALLY OWNED LOW-RENT PROJECTS 


As of September 30, 1956, the 1,984 federally aided low-rent projects, contain- 
ing a total of 397,589 units, which were fully available for occupancy showed 
96.6 percent occupancy. 

In some localities relatively high turnover is the chief cause of vacancies. The 
average turnover rate for the year ending June 30, 1956, was 27.4 percent. There 
are, of course, other reasons peculiar to certain locations as indicated below in 
the comments applicable to the 10 projects listed under the category of low 
occupancy. 

The following tabulation shows the distribution of the 1,986 projects by the 
percent occupied : 


Percent of projects: Percent occupied 


99.9 

97.9 

94.9 
12.7 Ps disiaisaseibiadacasiaasianidiacaainctarcsei aiiacaicatitaiathtetieniadtalivacin iit dilate on ess dl viet adingeer mtn pte under 90 


Listed below are 30 projects representing all sections of the country divided 
into the three categories indicated : 


100 PERCENT OCCUPANCY 


| Percent 
Number of | Percent occupied— 
Project No. Location dwelling | occupied All projects 
units of local au- 

thority 


Ri hes TTT EET arr 
muaeneul, Ng .22...-..6. | a2 100 | 100. 0 
-| Yonkers, N. Y- ; 415 100 | 100. 0 
Richmond, Va....-..---------- 296 100 100. 0 
Orlando, Fla. - sa 250 100 100. 0 
Oxnard, PROM) bara ie eae ety 260 100 | 100. 0 
Scranton, Pa ‘ ee 250 | 100 | 
id wchewinemeratie 3 347 | 100 
Newark, N. J___- 354 | 100 | 
Louisville, + ER Ae . 427 100 | 
New Bedford, Mass... 300 100 | 


AVERAGE OCCUPANCY (96.6 PERCENT) 


| 


Pawtucket, R. I 310 
Norfolk, Va 398 
349 
Covington, Ky 235 
Knoxville, Tenn 444 
Washington, D. C ; 442 
Wheeling, W. Va ; 301 
| Roanoke, Va 300 | 


Lackawanna, N.Y 271 
Phoenix, Ariz 224 


KESSEKLESS 
MEA mOWAUWHOO 
ROSA me Ibo 








LOW OCCUPANCY (UNDER 9%.6 PERCENT) 


| Paducah, Ky 
Everett, Wash_. 
| Bethlehem, Pa 


Charlotte. N. C 

East St. Louis, Ill. 

Cairo, Il 

Fall River, Mass 

I meres regan cers ea 
Galveston, Tex 


SN WOO Dwr 
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The reasons for vacancies vary from project to project and from city to city. 
Aside from turnover which is covered above, vacancies are often attributable 
to and result from some unforeseeable development in the area where a given 
project is located. In some localities changes in local economic conditions due 
to layoffs, movement of industry, droughts, or other reason have caused low- 
income families to move from the area to seek employment elsewhere. This 
exodus has reduced the demand for low-rent dwellings in a number of com- 
munities. Some projects have vacancies because they are located where shop- 
ping centers are not yet easily accessible and transportation facilities are not 
presently available at all hours or are too costly for frequent use. Some of the 
older projects equipped with coal-fired cooking and heating facilities have va- 
eancies because of the difficulty, particularly by elderly persons, of carrying 
coal. Conversion to other types of fuel is being done where feasible. In some 
instances it is believed that vacancies are aggravated by the administrative 
practices of local management personnel. PHA follows up with local authorities 
having low occupancy projects. PHA provides advice and assistance, where 
needed, to the extent of available staff. 


DEVELOPMENT AND STATUS OF LOW-RENT HOUSING PROGRAM 


Mr. Tuomas. Mr. Reporter, will you insert pages B-1, B-2, and 
B-3 and the table on page B-6 “Program status by stage—Dwelling 
units” in the record at this point ? 

(The pages referred to are as follows :) 


1. OUTLINE OF PROGRAM 


BACKGROUND STATEMENT 
Program objectives 

The low-rent public housing program is a federally assisted program to enable 
local communities to provide decent, safe, and sanitary dwellings for low-income 
families who otherwise would have to live in sub-standard housing. 

A local community must first determine its need for low-rent housing and may 
then request Federal assistance. When a request is approved by the Public Hous- 
ing Administration. Federal assistance consists principally in providing both 
temporary and permanent financing of the cost of the low-rent project. The 
local authority, however, owns and operates the completed project. Con- 
tinuing Federal activity is limited to such supervision as is necessary to insure 
that the objectives of the national housing legislation are being met and that 
contractual obligations are being fulfilled. 

Strict standards for admission and continued occupancy insures that only 
eligible families benefit from the federally supported housing program. Rentals 
are scaled to amounts that each family can afford to pay. Experience indicates 
that rentals so determined are more than adequate to pay actual operating costs, 
excluding costs of financing construction of the project. 

A key element in the permanent financing of each project is the obligation to 
pay an annual Federal subsidy, The Public Housing Administration assumes 
this obligation by executing an annual-contributions contract with the local hous- 
ing authority requesting assistance. The contract provides for the payment by 
the Administration of annual contributions (subsidy) in an amount sufficient to 
meet interest and amortization requirements on the bonds or other obligations 
issued to finance the project. In this way the Federal Government provides the 
financial foundation for low-rent housing. 

In substance, the Federal Government contributes the construction cost (in- 
cluding land) of each low-rent project and the financial cost of paying interest 
on money borrowed to finance the projects. This contribution to the program 
is reduced by any excess of operating receipts over operating expenditures 
(residual receipts). 

Local governments also contribute to the low-rent program. Under the law 
each low-rent project must be exempted from all real and personal property 
taxes levied by State, city, county, or other political subdivision. The local goy- 
ernment’s contribution is reduced by any payments in lieu of taxes made by the 
local authority. 

Low-income tenants, in making monthly rental payments, contribute to the cost 
of operating low-rent projects. Rental payments moderately exceed operating 
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costs, and, since this excess is applied to reduce the Federal subsidy, tennants 
make a further contribution to the program. In some instances, tenants donate 
their services toward the maintenance of project property. 


Legislative authorizations and limitations 


Under the original enabling legislation, the United States Housing Act of 1937, 
payment of annual contributions of not more than $28 million per annum was 
authorized. In the Housing Act of 1949 the authorization was increased by 
$308 million to a total of $336 million per annum. Inasmuch as contractual com- 
mitments through June 30, 1956, to pay maximum contribution are estimated at 
$165 million per annum, the existing statutory authorization is ample. 

Since enactment of the Housing Act of 1949, various legislative provisions 
have resulted in a fluctuating program. The Housing Act of 1956, approved 
August 7, 1956, provides greater stability and affects the low-rent program in 
a number of other important particulars. 

1. It authorizes new contracts for loans and annual contributions after July 
81, 1956, for not more than 35,000 units.. This amount will be increased by 
35,000 additional units on July 1, 1957. Bach 35,000-unit authorization termi- 
nates 2 years after the first date of the authorization. 

2. A community is required to have a workable program for effectively deal- 
ing with the problem of urban slums and blight before it can enter into a new 
annual contributions contract after July 31, 1956, for additional units. 

8. Any balance of the 45,000 units authorized by the Housing Amendments of 
1955 not utilized by July 31, 1956, is available in any succeeding year. The 
number of units affected by the provision is 578. 

4. An authorization for only such preliminary loans as are consistent with the 
number of dwelling units provided in annual contributions contracts, included 
for the first time in the Housing Amendments of 1955, is again expressly stated 
in the 1956 act. 

5. All restrictions on the number of construction starts authorized in any 1 
year are removed. 

6. Aid to the elderly is provided by stipulating that single persons 65 years 
of age or over and families the head of which is 65 years of age or over are 
made eligible for low-rent housing. In addition, the Public Housing Admin- 
istration may assist the construction of new housing or the remodeling of exist- 
ing housing in order to provide accommodations designed specifically for elderly 
families. Prior preference to such families may be extended by a local au- 
thority. Another step to aid the elderly is a provision to increase the maxi- 
mum cost per room from $1,750 to $2,250 for dwellings designed specifically 
for elderly families. 

7. The 1956 act provides for the transfer, without monetary consideration, 
of farm labor camps to local housing authorities within 18 months after enact- 
ment. Any farm labor camp not transferred is to be disposed of. These camps, 
now 2 part of the low-rent program, will be removed from the program upon 
transfer or other disposal, since the 1956 act provides that upon relinquishment 
of any farm labor camp the Public Housing Administration has no further 
jurisdiction over the project. For budgetary purposes, it is assumed that all 
farm labor camps except those in Florida will be removed from the program by 
ae 31, 1956, and that the Florida projects will be removed by December 

, 1957. 

8. The act authorizes and directs the sale of the Techwood Dormitory in 
Atlanta, Ga. (Project H-1101D with 194 units), to the Georgia Institute of 
Technology within 6 months of the date of enactment at a purchase price equal 
to the fair market value of the land described in the act. A number of provi- 
sions are also included in the act regarding the disposition of properties in the 
liquidating emergency housing program. These provisions are summarized in 
a subsequent section devoted to that program. 
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Program status by stage—Dwelling units 


Number of dwelling units 








Development stage | | 
June 30, 1956, | June 30, 1957, | June 30, 1958, 
actual estimate estimate 
| | 
1. Preliminary loan contract executed but site not selected 1 43, 221 | 28, 221 10, 221 
2. Site selected but annual contributions contract not executed 1 38,779 13, 779 13, 779 
3. Annual contributions contract executed but construction | 
not started. _. ai : ‘ ; ae 55, 269 | 90, 269 | 90, 269 
4. Construction started but not available for occupancy 18, 952 28, 952 | 38, 952 
_ _ | —— — 
1 The sum of the inventories in these 2 stages excludes an estimated 17,000 inactive units which will be 


removed from the workload. 


This analysis indicates that the size of the pipeline over the 3-year period 
will decrease somewhat as regards the first 2 stages but will increase materially 
as respects the last 2 stages. 

Further to indicate the scope of the development program, the following tabu- 
lation sets forth the number of local housing authorities and the number of 
projects in the various stages at the 1956 fiscal year end: 


Program status by stage, local authorities and projects 


| June 30, 1956, actual 
| 
o~ oni peillbesibtiiatetailadin 


Development stage 


Number of | Number of 

| local author projects 

| ities | 
lining isc aaa |————_——— 
1, Preliminary loan contract executed but site not selected 39 3) 
2: Site selected but annual contributions contract not executed 121 | 439 
3. Annual contributions contract executed but construction not started 25 | 167 
4. Construction started but not available for occupancy ‘ 20 | 38 





1 Project identity begins with site selection. 


Mr, Tuomas. I see you have four steps—preliminary loan contract, 
site selection, annual contribution, and then construction—that ‘is 
the last one—and you have a table for June 30, 1956, 1957 and 1958. 

You had under construction 18,952 units on June 30, 1956; 28,952 
on June 30, 1957, and on June 30, 1958 you will have 38,952. 

In that table down below, construction started but not available for 
occupancy, you have a figure of 20 local authorities—that is not units, 
but by authorities—and 38—— 

Mr. Rurrner. Projects as of June 30, 1956. 

Mr. THomas. Yes; 1956. 

On page B-8 you have to be placed under contract after July 31, 
1956, under the Housing Act of 1956, 18,529 units. 

Did vou have any trouble getting those units placed ? 

Mr. Rurrner. The 18,529 units applies against the authorization 
under the Housing Act of 1956. 

Mr. Tuomas. That is what I say. 

Mr. Rurrner. Those units——— 

Mr. Tuomas. They go into operation in 1957. 

Did you have any trouble placing those 18,529 units? 

Mr. Susser. Placed under—— 

I don’t understand the question, Congressman. 
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Mr. Tuomas. Well, here are some 18,500 units you are going to 
place under contract during the fiscal year 1957. They were au- 
thorized in 1956. 

Mr. Stusser. That is for the current year, 1956-57. 

Mr. Tuomas. I asked: Did you have any trouble placing these 
18,000 under contract ? 

That isa part of some 60,000 you had left, as I recall. 

Mr. Susser. They are not all under contract. 

Mr. Tuomas. Not yet ? 

Mr. Siusser. Not yet; no. 

Mr. Tuomas. Are you having any trouble getting them under 
contract ? 

Mr. Stusser. We don’t think we will by June 30, 1957. 


STAGING OF CONSTRUCTION STARTS 


Mr. Tuomas. Now, here is a table I will put in the record for what- 
ever it is worth, page B-9—“‘Number of units awaiting construc- 
tion starts.” 

We will put that in the record. 

r . 
(The page referred to is as follows :) 


Number of units awaiting construction starts 


Units under annual contributions contracts, awaiting construction starts, 
June 30, 1955 57, 522 

Add: Units in annual contributions contracts executed during fiscal 
year 1956 5, 033 


Total units available for construction starts 62, 555 
Deduct: Units on which construction was started during fiscal year 
7, 286 


Units under annual contributions contracts, awaiting construction starts, 
June 30, 1956 
Add: Units in annual contributions contracts to be executed during 
fiscal year 1957 


Total units available for construction starts 
Deduct: Units on which construction is to be started during fiscal 
year 1957 


Units under annual contributions contracts, awaiting construction starts, 
June 30, 1957 90, 269 

Add: Units in annual contributions contracts to be executed during 
fiscal year 1958 35, 000 


Total units available for construction starts_.____.___.__._______ 125, 269 
Deduct: Units on which construction is to be started during fiscal 
year 1958 35, 000 


Units under annual contributions contracts, awaiting construction starts, 
June 30, 1958 90, 269 
Mr. Tuomas. On June 30, 1955, you had 57,522 units. 
Then you have units under annual contribution contracts, awaiting 
construction starts, June 30, 1956, 55,269 ; June 30, 1957, 90,269. 
Then you have for June 30, 1958, 90,269. 
Mr. Stusser. That would be the total under annual contribution. 
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NUMBER OF UNITS IN MANAGEMENT 


Mr. Tuomas. Put this table on page B-11 in the record. 
(The table referred to is as follows :) 


Total number of projects and units in management 


1957 estimate 1958 estimate 


Units Projects 
| 


Inventory at beginning of year 2, 128 418, 309 2, 136 429, 111 
Add: 
Completion of construction adatieins 33 15, 000 | 229 | 25, 000 
Transfer from liquidating progr ram____- 5 a 3 ee sana 
Deduct: Removed from low-rent program... 30 7, 203 10 | 3, 362 


Inventory at end of year 2, 136 | 429, 111 | 2, 355 450, 749 


Mr. Tuomas. This is your inventory of units under management. 

At the end of fiscal 1958 you are going to have 450,749 units, or in 
projects there will be 2,355; but, to complete | the picture now, you are 
going to add to that 450,000 figure at least 70,000 more units. That 
is the 70,000 authorized last year and in addition you have to add all 
the units previously authorized and not completed, in addition to the 
70,000 authorized last year ¢ 

Mr. Stusser. That is right, sir. 

Mr. Tuomas. You have to do that in order to come up with your 
total figure of 600,000 ; is that correct ? 

Mr. Stusser. Yes, sir. 

Mr. Tuomas. I think that is enough statistical information. 


ANNUAL CONTRIBUTIONS 


Let’s look at your annual contributions. 
Put the table on C-3 in the record, Mr. Reporter. 
(The table referred to is as follows :) 


Summary of annual contributions requirements, all locally owned projects eligible for 
annual contributions 


| 1956. actual | | 1987 57 estimate 1958 estimate 


Fixed annual contributions. .........._- > aes | $107, 933, 030 | | $119, 500, 000 a ‘$122, 400, 000 


Deduct: Fixed annual contributions in excess of debt service a a x | 
requirements for P L-671 projects in temporary financing--.--| 714, 249 29, 55 29, 551 


Net fixed annual contributions | 107, 218, 781 119, 47 0, 449° | 122, 370, 449 
Deduct: Amounts available to reduce annual contributions: |=—== =| 
Accrued interest..................- — l, 111, 788 | «4 392, 57 2, 450, 887 
Capitalized interest_______- ireaieeal 2, 479, 514 | 1, 946, 391 | 487, 600 
Residual receipts, end of initis al oper: ating period - y 989, 259 271, 067 | 213, 840 
Residual receipts, current period | 20,908, 174 20, 860, 415 20, 218, 122 


Total amount available to reduce annual contributions..| 25, 488, 735 27, 470, 449 | 23, 370, 449 


Annual contributions requirements 81, 730, 046 92, 000, 000 99, 000, 000 
NOE OE sca ok Bs ck nenaneonnnentiie<eess resco 343, 907 371, 083 


88278—57—pt. 2——_50 
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| Mr. Tuomas. It shows your annual contributions for 1956 as $81,- 
1 730,046; for 1957, $92 million, round figures; and for the fiscal year 
1958, $99 million. 

It might be interesting to note that $81,730,046 covers 343,907 units; 
the $92 million annual contribution covers 371,083 units, and the $99 
million is the contribution for 377,401 units. 


ANNUAL COST OF TOTAL AUTHORIZED PROGRAM 


Now, when you get that 600,000 units completed and occupied and 
you go to make your annual contribution, what will that figure be? 

Instead of $99 million, what will it be ? 

You don’t have to supply it in the record. You have a pretty good 
figure in mind. 

If you haven’t, I have. 

Mr. Stusser. Well, I don’t have 

Mr. Tuomas. It is about $350 million a year. 

Is that correct ? 

How far did I miss it ? 

Mr. Stusser. Three hundred and fifty million? 

Mr. THomas. Yes. 

Wait aminute. That is high. 

Mr. Stusser. That is more than our authorization. 

Mr. Tuomas. Well, you can come up with a horseback opinion on 
this. 

Mr. Rurrner. Mr. Chairman, I don’t have a figure on that. 

Mr. Tuomas. Give us an approximate figure, and then you can 
straighten it out later. 

Mr. Rurrner. If I may straighten it out—we did a little estimating 
on that at one time and, as I recall, the figure would run around $175 
million—if I may correct that in the record. 

(The following statement was supplied later :) 








The correct estimate is $182 million. 


Mr. Tuomas. Certainly; of course, you may. 
That is everything authorized today, assuming it was all under 
contribution contract ? 
. Mr. Rurrner. Yes. 
Mr. THomas. It would be $175 million today ¢ 
It would cover about 600,000 units? 
Mr. Rurrner. To my best recollection. 
Mr. Tuomas. You can straighten it out later. 
Mr. Jonas. You mean per year? 
Mr. Tuomas. That is right; annual contribution. 
Mr. Jonas. For 40 years? 
Mr. Tuomas. That is right; 40 years. 
Well, it wouldn’t be 40 years on all of it. 
Mr. Jonas. No. Some of it has already run. 


LiQUuIDATION OF War AND EmerGency Hovusine 


Mr. Tuomas. Let me read two paragraphs on page D-2: 

The Independent Offices Appropriation Act, 1955, established a single revolv- 
ing fund for more efficient liquidation of remaining assets under the following 
agency programs: 





Pippo ence a a em: Manne me 
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1. Liquidating emergency housing program.—Included were the public war 
housing, defense housing, and veterans’ reuse housing programs, as well as 
the subsistence homesteads and the green-towns’ program (the latter two now 
completely liquidated)—all operated by the Public Housing Commissioner un- 
der delegation of authority from the Housing and Home Finance Administrator. 

2. Other liquidating programs.—Included were the Alaska housing, loans for 
prefabricated housing, war public works, defense community facilities, and 
first and second advance planning programs—all assigned for liquidation to the 
Community Facilities Administration by the Administrator’s reorganization 
order No. 1. 

The housing amendments of 1955 contained a provision authorizing the Hous- 
ing and Home Finance Administrator to acquire land in any city having more 
than 10,000 temporary housing units held by the Federal Government on March 
1, 1953, where such acquisition would expedite the disposition of the temporary 
units, 


LAND ACQUISITION IN RICHMOND, CALIF. 


Mr. Tuomas. You acquired, I see, some land in Richmond, Calif., 
to the tune of $1,182,000. What did you do with that land? 

Mr. Stusser. That is in the process of being developed, holding 
it for the city. 


That is under that special act recently amended, holding it for 
development. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Txomas. Mr. Reporter, put at this point in the record the 
paragraph on page A-2 known as “Liquidating emergency housing 
program.” 

Let me read that. 

You have more meat in this than you have in most any other part 
of the justification. 

You might put the bottom half of page A-2 in the record at this 
yoint. 

(The material referred to on p. A-2 is as follows :) 


Liquidating emergency housing program.—On June 30, 1956, there remained 
only 47,895 units of the approximately 1 million units originally constructed by 
the Federal Government to alleviate the housing shortages created by World War 
II and by the Korean emergency. The Housing Act of 1956 contains a number 
of provisions designed to accelerate the disposition of housing units remaining 
in the liquidating emergency housing program. The act transfers to the Depart- 
ment of Defense, effective September 1, 1956, 48 specified projects, including 
41 defense housing projects and 2 public war housing (Lanham Act) projects, 
and stipulates that defense housing not transferred to the Department of De- 
fense shall be disposed of on a competitive bid basis not later than June 30, 1957. 
The act also directs that 3 specified projects be conveyed to local housing authori- 
ties for low-rent use and that 3 other projects be sold and conveyed to local 
governments or government bodies. It is estimated that a total of 41,132 units 
will be disposed of during the current year, leaving only 6,763 units to be disposed 
of during 1958. The objective is to dispose of all remaining housing units by not 
later than June 30, 1958. 

The accelerated disposition program is expanding the portfolio of mortgages 
taken as part payment for properties sold. On June 30, 1956, the Publie Housing 
Administration held 10,532 mortgages with an aggregate unpaid balance of 
$136 million; it is estimated that number will increase to 14,000 mortgages with 
a balance of $179.7 million by June 30, 1957, and 15,000 mortgages with a balance 
of $181.5 million by June 30, 1958. These fiscal year-end figures are on a net 
basis, after repayment of principal. 

Subsequent to June 30, 1958, activities of the liquidating emergency housing 
program will be confined mainly to servicing the large number and dollar volume 
of mortgages acquired by the Public Housing Administration in partial payment 
for properties sold. 
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Mr. Tuomas (reading) : 


On June 30, 1956, there remained only 47,895 units of the approximately 1 
million units originally constructed by the Federal Government to alleviate the 
housing shortages created by World War II and by the Korean emergency. 

What was the cost ? 

I don’t see what the total cost was for that 1 million units that 
were for World War II housing. 

What was the total cost ? 

Now, it is estimated at the beginning of fiscal 1958 you will have left 
only 6.763 units to be disposed of. 

Mr. Rurrner. Yes, sir. 


FHA-HELD MORTGAGES 


Mr. Tromas. The objective is to dispose of all remaining housing 
units not later than June 30, 1958. 

Now. vou are going to have 15,000 mortgages, with an aggregate 
value of $181.500.000 on June 30, 1958; is that correct ? 

Mr. Suusser. Yes. 

Mr. Trromas. On June 30, 1956, the Public Housing Administration 
held 10,532 mortgages, with an aggregate unpaid balance of $136 
million. 

It is estimated that number will be increased to 14,000 mortgages, 
with > balance of $179.7 million by June 30, 1957. 

If T may mix up a little cost right here, without going over to your 
nonadministrative expense, you want how much money to do that job, 
to take care of these 6,700 units? 

As well as I remember, one place you said $1 million, and then in 
your appropriating language you have $1,400,000. 


ADMINISTRATIVE EXPENSES FOR LIQUIDATION 


Mr. Rurrner. The estimate is $1,730,000 for administrative ex- 
penses for the liquidating program. 

That covers both the sales and the disposition of these remaining 
units. 

‘ty, Tromas. Whereabouts is that covered ? 

Ts thet under the Administrator’s Office ? 

Mr. Rurrner. The money is authorized to the revolving fund in the 
Administrator’s office. 

Mr. Tromas. Is it also covered in your nonadministrative item 
here, too ? 

Mr. Rurrner. The administrative-expense part is not. 

Under the nonadministrative we cover only the operating expenses 
of the directly operated projects. 

Mr. THomas. How much isthat? What is the total expense for it ! 

Let me wrap it up right here. 

Ts it all covered under the Administrator’s Office now ? 

Mr. Rurrner. It is all covered under the Administrator’s Office 
now. 

Mr. Tuomas. What is that figure now? 

Mr. Rorrner. $1,730,000 for administrative expense and $1 million 
for operating expenses under the nonadministrative. 
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Mr. Tuomas. So, that is two million—how much ? 

Mr. Rurrner. $2,730,000. 

Mr. Tuomas. To carry on 6,700 units? 

Mr. Rorrner. That is the—— 

Mr. Tuomas. And your revenue is not enough to pay the operating 
expense, is it? 

r. Rurrner. Yes. 
Mr. Tuomas. No; no. 
Mr. Rurrner. No? 
_ Mr. Tuomas. I am going to point it out to you in your own justifica- 

tion now 

Mr. Rurrner. All right. 
winnie Dee Where you have shown up with a deficit of about 
« , . 

You don’t even collect enough rent to pay the salaries and your 
maintenance. 

Mr. Rurrner. Well, in that 6,700 units there are also some leased 
projects, and they do show a net income of $239,000. 

The estimated residual receipts for 1958 are $190,400; but the reason 
for that is, of course, we—if we disposed of those units, you would 
have to vacate—— 





EMPLOYMENT IN LIQUIDATING ACTIVITIES 


Mr. Tuomas. All right. How many jobs do you have out of the 
2,700,000 ? 

What part of your job cost is chargeable to your $2,700,000, what 
part is maintenance and what part is operation ? 

That is the only part of your whole budget that confused me, and 
T never could put my finger on those separate figures. 

I put 4 hours on it and I couldn’t quite run it down. 

Mr. Rurrner. The operating expenses and the salesmen that were 
located at the projects, a couple of projects, is the million dollars. 

Now, the million one hundred 

Mr. Tuomas. Allright. How many people are they ? 

Mr. Rourrner. Let me see. 

Mr. Tuomas. Now we are getting down to cases. 

T couldn’t find that. 

Mr. Rurrner. I think I have those figures. 

Mr. Tuomas. That is listed under your nonadministrative-expense 
item. 

Mr. Rurrner. Yes, sir. 

Mr. Tuomas. I had in mind you ought to be able to absorb that $1 
million easily. 

How many employees do you have doing that work ? 

Mr. Rurrner. Well, during fiscal year 1958 there would be a total 
number of 98 employees, and your average during the year would be 88. 

At the end of the fiscal year there would be none. 

Mr. Tuomas. What are those 88 going to do? 

Mr. Rurrner. They are the operating and maintenance personnel 
located at the directly operated projects. 
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BREAKDOWN OF NONADMINISTRATIVE COST 


Mr. Tuomas. All right. That total cost is $1 million. How do you 
break it down between salaries and supplies? 

Mr. Rurrner. All right, sir. 

Of the $1 million, $404,000 is estimated as personal service cost, and 
the balance, of course, is for other items—the biggest item is rents and 
utility services under the Government code, utility services, taxes, 
and other expenses ; $312,000 is taxes. 

Mr. Tomas. All right. 









REVENUES FROM PROJECTS IN LIQUIDATION 







How much rent and revenue are you going to get out of that 
property ? 

Mr. Rurrner. Let’s see if I have that here. 

For the federally operated projects—that is in the table on D-14— 
the total revenues are sitaentaa at $847,800. 

The expenditures are estimated at $897,000. 

That gives you 

Mr. THomas. You mean that is the five federally owned and operat- 
ing projects ? 

Mr. Rurrner. We are talking about the liquidating program now, 
sir 

Mr. Tuomas. Yes. 

Mr. Rurrner. And that is considerably more—— 

Mr. Tuomas. Wait a minute. You are confusing me now. 

Mr. Rurrner. I am sorry. 

Mr. Tromas. Maybe we aren’t thinking about the same thing. 

Repeat what you said. 

Mr. Rourrner. We are now talking about the liquidating emergency 
housing program. 
Mr. THomas. That is the 6,700 units? 































Mr. Rurrner. That is right, sir. 
Mr. Tuomas. All right. How much revenue are they going to pro- 
duce ? 





Mr. Rourrnrr. Eight hundred and forty-seven thousand during the 
fiscal year. 

Mr. Trromas. And you want a million dollars to keep them going? 

Mr. Rurrner. On that particular group. 

Mr. Tuomas. Yes. 

You want $897,000 as the total expenditure. 

On your leased projects your operating receipts are estimated at 
$1,159,300. 

No. You are talking about something else now. You already have 
those leased. 

Is that included in your 6,700 units ? 

Mr. Rurrner. Yes, sir; it is. 

Mr. Tuomas. All right. How much revenue? 

Mr. Rurrner. That would be $1,159,300. 

Mr. Tuomas. What is your other expense on it? 

Mr. Rurrner. $919,000, which would give you residual receipts of 
$239,000. 
Mr. Tuomas. That is your leased projects? 
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Mr. Rurrner. That is the leased projects; yes. 

Mr. Tuomas. That is in addition to your million dollars? 

Mr. Rurrner. That’s right. 

Mr. THomas. So, you have 88 employees ? 

Mr. Rurrner. Yes, sir. 

Mr. Tuomas. And it will cost you a million dollars, and the revenue 
will be less than $900,000 ? 

Mr. Rurrner. Now, your million dollars also includes some ex- 
penses that are necessary to put these projects into shape for dedication 
and for sale. 

That entire million dollars is not for operating expenses. 


ITEMS COVERED BY LIQUIDATING REVOLVING FUND 


Mr. Tuomas. Is all of that covered under the Administrator’s of- 
fice in the revolving fund ? 

Mr. Ru¥Frner. Yes, sir; it is. 

Mr. Tuomas. What other items are covered in that ? 

Mr. Rurrner. You mean under the administrative revolving fund ? 

Mr. THomas. Yes. 

Mr. Rurrner. Could Mr. Frantz answer that question ? 

Mr. Tomas. Yes. 

Mr. Rurrner. I know only about our portion of the liquidating 
program. 

Mr. Franz. Those are the programs, Mr. Chairman 

Mr. Tuossas. Well, the revolving program covers nothing but the 
liquidating program. 

Oh, you don’t shave Alaska, and so forth. 

Mr. Franvz. That’s right; yes, sir. 

Mr. Tuomas. That is the only thing we are concerned about. 

Mr. Frantz. You put that in the record, Mr. Chairman, a few 
minutes ago. 

Mr. Tuomas. Yes. 





HEADQUARTERS EXPENSE FOR LIQUIDATING PROGRAM 


How many jobs do you have charged to administrative expense in 
the District? 

You have 88 people in the field. 

How many do you have now supporting them in Washington ? 

Mr. Rurrner. Now, this includes, of course, all of the positions 
that we have in the program, and also includes the mortgage-service 
operation. 

Mr. Tuomas. That is your liquidating program in the District of 
Columbia? 

Mr. Rurrner. That’s right. 

Mr. Tuomas. That is charged all to administrative expenses, and 
that is part of the $15 million ? , 

Mr. Rurrner. That’s right, sir ; $15,030,000. 

Mr. Tuomas, All right. 

Mr. Rurrner. It would be 134 positions in Washington and 44 
positions in the field—a total of 178. 

Mr. Tuomas. In addition to the 88 on the project ? 

Mr. Rurrner. Yes. 
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The 88 people are the project-operating people, maintenance people, 
and others located at the project. 

Mr. Tuomas. A hundred and fifty plus how many, did you say? 
48? Did you say 150 in the District ¢ 

Mr. Rurrner. No; 134. 

Mr. Tuomas. A hundred and thirty-four in the District ? 

Mr. Rurrner. Yes. 

Mr. Tuomas, And how many 

Mr. Stusser. Forty-four in the field. 

Mr. Tuomas. A hundred and seventy-eight ? 

Mr. Currie. That is right. 

Mr. Rurrner. Yes. 

Mr. Tuomas. Against 88? 

Mr. Rurrner. Yes. 


EMPLOYEES SERVICING MORTGAGES 


Mr. Tuomas. How many do you have taking care of servicing those 
mortgages ¢ 

Where are they located ; in the District ? 

Mr. Stusser. Yes. 

Mr. Rurrner. They are located in the District; yes. 

Mr. Tuomas. Where are the green sheets on those employees? Do 
you have them ? 

Mr. Rurrner. The green sheets are included in the President’s 
budget, and they are an independent portion of the material which 
you will have. 

I have a set of green sheets here which I have brought along. 

Mr. THomas. Can you put your finger on that for me here in my 
own justification ? 

Mr. Rorrner. It is not in your justification. 

I have tried to keep its size down. 

It is on pages 92 and 93 of the printed budget. 


BREAKDOWN OF LIQUIDATING ADMINISTRATIVE EMPLOYMENT 


Mr. Tuomas. How many of that 178 are handling purely book- 
keeping transactions, making entries, debits or credits to the existing 
mortgages ¢ 

Mr. Rurrner. Accounting and mortgage servicing is 84. 

Mr. Tuomas. Where are they located ? 

Mr. Rurrner. In the District of Columbia. 

Mr. Tuomas. Allright. What are the other 95 doing ? 

Mr. Rurrner. You have 8 positions in the Legal Department; 23 
in General Administration. 

Mr. Tuomas. Twenty-three in General Administration ? 

Housekeeping, you mean ? 

Mr. Rurrner. Housekeeping; that is right, and 19 are—— 

Mr. Tuomas. You mean it takes 23 people to take care of 175? 

Mr. Rurrner. Well, that is the total housekeeping group. 

I could give you a breakdown. 
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We have 19 engaged in the review of the budgets, handling the 
budgets, and the general management operation. 

Mr. Tuomas. You mean now just for liquidation ? 

Mr. Rurrner. Just for the-— 

Mr. Tuomas. Nineteen ? 

Mr. Rurrner. Yes. 

Mr. Tuomas. That is in your shop? 

Mr. Rurrner. No; they are notin my shop. 

Mr. Stusser. No. 

Mr. Rourrner. No. My shop isnot near that large. 

Mr. Tuomas. And then Mr. Frantz has some over in the Adminis- 
trator’s office. How many does he have in the office? 

Mr. Rurrner. Well, the 19 I am talking about is only the group 
handling the management problems for the liquidating program, and 
the other 44 are located in the field. 

Mr. Tuomas. Off the record. 

(Off the record. ) 


DISPOSITIONS UNDER HOUSING ACT OF 1956 


Mr. THomas. Section 406 of the Housing Act of 1956 ordered you to 
transfer to the Defense Department, effective September 1, 1956— 
you didn’t lose any time, did you?—43 specified projects, including 41 
defense housing projects and 2 public war housing, Lanham Act 
projects. 

Section 406 (b) of the same act stipulates that defense housing not 
transferred to the Department of Defense shall be disposed of on a 
competitive-bid basis not later than June 30, 1957. These units must 
be sold only for removal from the site, unless the local governing body 
approves their sale for on-site use. An exception, however, is ex- 
pressly made for the project at Cobalt, Idaho, which is to be sold only 
for on-site use. 

Section 406 (c) directs the conveyance to the respective local hous- 
ing authorities—Lanham Act transfers for low rent use—of the pro- 
ject at Newport, R. L., and of projects at Philadelphia, Pa., and so 
forth. 

Section 407 (b) authorizes the sale and conveyance by the Housing 
and Home Finance Administrator of a project to the city of Alex- 
andria, Va., or to the Alexandria Redevelopment and Housing Author- 
ity, and so on, 

What is the total number disposed of, we might say, by legislative 
enactment here? Nine thousand nine hundred and eighty-six ? 

Mr. Stusser. Nine thousand nine hundred and eighty-six. 

Mr. Tuomas. Project units? 

Mr. Suvusser. All project units; yes. 

Mr. Tuomas. We might put the table on D-3 in the record at this 
point, where it more or less breaks down the units. 
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(The table referred to is as follows :) 


Transfer to Department of Defense: Number of units 
Defense housing: (June 30, 1956) 
Directly operated 
Leased 


Total transfers to Department of Defense’ 
Sale on site: defense housing, directly operated (Cobalt, Idaho) -~--~ ee 
Conveyance: Public war housing, leased (Newport, R. I., and Phila- 
Te a ho sree en eminicnnnenighh harm pSbnabib hie dian 1,5 


Sale and conveyance: Public war housing, leased (Alexandria, Va., and 
Euclid, Ohio) 


Total, all projects , 986 


1 The 2 public war housing projects covered in the Housing Act of 1956 were transferred 
prior to June 30, 1956. 


Mr. Tuomas. It is right at 10,000 units, and you have now less 
than 70,000. 

How much of this transfer has been completed ? 

Mr. Srusser. I think most of that has been completed, sir. 


EFFECT OF REORGANIZATION ON PHA STAFF 


Mr. Tuomas. Have you reduced your staff any ? 

Mr. Stusser. Oh, yes. 

Mr. Tuomas. It doesn’t show in your justification. 

You had a reorganization and you have shown an increase in staff. 

Mr. Stusser. Not in the disposition, we haven’t shown an increase. 

Mr. Tuomas. I mean your overall budget. 

You are seeking more employees for 1958 than you had in 1957. 

Mr. Stusser. Yes. That would be true in the management. 

Mr. Tromas. I believe you had a reorganization in September or 
October of last year. 

Mr. Stusser. October the Ist; yes. 

Mr. Tuomas. What did that cost you ? 

What firm did you use? 

Mr. Stusser. Mr. Frantz, you would have to speak to that. 

That was Cresap, McCormick & Paget. 

The Administrator hired them. 

Mr. Tuomas. What did that cost? 

Mr. Frantz. I don’t have a figure on that in mind, Mr. Chairman. 
I can ascertain it and insert it in the record, if you would like to have it. 

Mr. Tuomas. Does anybody have a figure in mind ? 

Mr. Stusser. My understanding is they hired them not only to 
resurvey our organization, but they did other reorganization work 
in Housing and Home Finance as well. 

Mr. Tuomas. Where did you get the funds to pay them with, Mr. 
Frantz? 

I don’t remember the committee authorizing any such use of funds 
for that purpose last year. 

Mr. Frantz. No, sir. That contract was made with funds appro- 
priated to the Bureau of the Budget for management improvement, 
Mr. Chairman. 

Mr. Tuomas. And it didn’t come out of your funds? 

Mr. Frantz. That is correct; yes, sir. 
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SAVINGS FROM MANAGEMENT SURVEY 


Mr. Tuomas. No doubt some of these management studies are worth 
the money, but it has been my observation every time you have one 
of them in any agency—the vast majority of the agencies—when you 
get through with them and the next budget comes ‘along, it shows an 
increase rather than a decrease; and that was cer tainly, true in your 
instance; wasn’t it? 

You had an increase in administrative cost. 

Instead of saving you money, they apparently showed you how to 
increase your cost. 

Mr. Stusser. Well, I can’t 

Mr. Tuomas. Is that correct? 

Mr. Stusser. I can’t accept that as correct, because when I came into 
office in 1953 we had something like 4,300 employees. We are now 
down to 1,600. 

It is certainly going to take some adjustment to meet the problems 
you have in the program. 

Mr. Tuomas. Last year before your management studies you had 
a budget estimate of $12,675,000 for personal services and other admin- 
istrative costs, and after the study your budget goes up to $15,030,000. 

So, instead of saving you money, it cost the taxpayers roughly $2.3 
million ? 

Mr. Rurrner. The 1957 estimate, Mr. Chairman, for administrative 
expenses is the $12,675,000. 

In the meantime there was passed an ameniment to the Civil Service 
Retirement Act, requiring the agencies to pay 614 percent of basic 
salary cost, and that adds $750,000 to the estimate. 

Mr. Tuomas. Yes. 

Mr. Rurrner. So, the difference 

Mr. Stusser. And the general increase in salaries. 

Mr. Rurrner. And then you had a general increase in salaries. 

Mr. Tuomas. No; no. That was included in this $12,675,000. 

Mr. Rurrner. Yes. 

So, it is the difference between the $12,675,000, plus, say, the differ- 
ence between the 

Mr. Tuomas. You haven’t said a thing yet I can disagree with you 
on. 

I am just asking you now if you are agreeing with me after your 
reorganization plan you have a budget increase of about a million 
and a half dollars over what your budget was last year. 

Mr. Rurrner. The increase is based on the increase in construction 
activity that is anticipated, plus the increase in the management work- 
load. 

Mr. Tuomas. Can you show any savings by virtue of the expendi- 
tures for the management study ? 

We will put it in the reverse. 
~ Mr. Stusser. Well, we can’t in number of men. It was in the 
organization, itself. 

T think that will show in the management of the local authorities, 
in the general, overall program. 

I think for our agency the reorganization has been very beneficial. 

Mr. Tuomas. What did it do? What are you doing now that you 
didn’t do or vice versa before you started ? 
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Mr. Stusser. Well, we separated the development department en- 
tirely from management, and we now have two separate depart- 
ments—a management and a development department that are en- 
tirely separate, one from the other. They had been commingled 
heretofore, and we have set up our technical services within the de- 
velopment department, so that we have more direct responsibility 
to individuals and to the field. 

We think we will get a much better service out of it. 

We have moved to management by exception rather than by what 
we had been doing in a functional basis, and we think 

Mr. Tuomas. I notice in your justification you use the words 
“sharp jurisdictional changes,’ whereby you placed responsibilities 
more exact on certain functions than had existed before. 

Mr. Stusser. I think it is going to pay dividends. I think it is 
going to show an improvement 1n our operation. 


NONADMINISTRATION EXPENSES 


Mr. Tuomas. Mr. Reporter, let’s take this nonadministrative ex- 
pense on page E-1 and put it in the record at this point. 
(The page referred to is as follows :) 


NONADMINISTRATIVE EXPENSES 


Certain activities of the Public Housing Administration yield program re- 
ceipts which are utilized to meet specific expenses incurred by the Administra- 
tion. Use of these funds correspondingly reduces the Agency’s need for 
appropriated funds. The Congress, in order to maintain control over the use 
of program receipts to pay expenses, has established nonadministrative ex- 
pense limitations. 

The Congress has established two limitations applicable to the Public Housing 
Administration—the first affecting the low-rent public housing program, the 
second affecting the liquidating emergency housing program. These nonadmin- 
strative expenses are discussed in the sections which immediately follow. 


1, LOW RENT PUBLIC HOUSING PROGRAM 


The limitation for the low-rent public housing program consists of two separate 
and diverse parts: (1) expenses incurred in the operation of federally owned 
and operated projects and (2) expenses incurred in the inspection of projects 
under construction. 

Budget estimates for each component and for the entire limitation are given 
in the following table: 


Amounts included in the nonadministratire expense limitation for the low rent public 
housing program 


| actual estimate estimate 
| 





| 

| 1956 | 1957 | 1958 
| 
} 


Operation of federally owned and operated projects--.-_-- -.-| 1$739, 422 $823, 000 | $509, 000 
Inspection of projects under construction - - ----_- Dicsake 2 516, 584 900, 000 1,891, 000 


Total expenses___- é _......| 1,256,006 | 1,723,000 | 2, 400, 000 
Unobligated balance and estimated savings. --- 563,994 | 1, 177,000 a 


Total nonadministrative expense limitation __- 1, 820, 000 | 2, 900, 000 | 


1 Excluding the Public Law 412 projects (rural projects). 
2 Including prior year adjustments of $1,432. 


Mr. Tuomas. Will you tell me again where this is set. out—this 
nonadministrative expense is set out—in the printed budget? 
Is that under Office of the Administrator, to the tune of $2,400,000? 
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Mr. Rurrner. This is the nonadministrative expenses relating to 
the low-rent program, which is handled exclusively by the PHA. 

Mr. THomas. Yes. Where is this set out in the budget? This is | 
made up of the federally owned projects, is that. correct? That is i 


$509,000 2 | 
Mr. Rurrner. That is right, sir. 1 
Mr. Tuomas. What do you mean by “inspection of projects under tt 

| 


construction” ? i 
Mr. Rurrner. That is the inspection service. The Federal inspec- 1 
tors are located at the project sites while the projects were under i) 
construction. 
Mr. Tuomas. The figure of $1,891,000 is paid for by the local hous- | 
ing authorities. ti 
This is the extent of your project engineers on the site; is that right? i 
Mr. Rurrner. Yes. 
Mr. Tuomas. All right. 


































OPERATING EXPENSES OF FEDERALLY OWNED LOW-RENT PROJECTS 






What is this $509,000 for? 
Mr. Rurrner. That is the estimate of operating expenses for the 
remaining federally owned and operated low-rent projects. 

Mr. Tuomas. And that is the 6,700 units? 


Mr. Rurrner. No. The 6,700 units that you—— 
Mr. Tuomas. Oh, you are thinking about the five big units you 
have ? 


Mr. Rurrner. Yes. 

Mr. Tuomas. Where are they located? Ohio? Indiana? 
Mr. Rurrner. That’s right. 

Mr. Tromas. What is happening to them ? 

Mr. Stusser. One in Indiana. 

Mr. Tuomas. When are we going to sell them? 
What is happening to them ? 

Mr. Stusser. I wanted to tell you about that. 

I have been after the Governor of Oklahoma to—— 
Mr. Tuomas. What States are they in, Mr. Slusser? 
Put it in the record. 

Mr. Stusser. Page E-2. 

Mr. Tuomas. Put E-2 in the record. 

(The page referred to is as follows:) 


Operation of federally owned and operated projects 


On June 30, 1956, the federally owned and operated projects remaining in the 
program consisted of 6 projects containing 2,063 units whose original cost was 
$11,166,350, itemized as follows: 


| Number of | Cost 
units 
PWA projects: 
Indianapolis, Ind. (IN D-17-6) iA Lx ci . 748 | $3, 395, 982 
Minneapolis, Minn. (MIN N-2-5) a “eS 464 3. 376, 644 
Lackawanna, N. Y. (N Y-29-1) 271 | 1, 584, 426 
Enid, Okla. (OKLA-1-1) | 80 554, 702 
Oklahoma City, Okla. (OK LA-2-1) as bea ae: 354 1, 951, 589 
Farm Jabor camp: Thornton, Calif. (L.C-32)_.........-.----.-- fs Seat | 146 303, 007 
Total 6 projects........ seiaemmanie sano TEI OF 1 2, 063 | 11, 166, 350 








Excluding 26 units in Public Law 412 projects (rural projects). 
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The budget estimate was based on the assumption that the Indianapolis, 
IND-17-6, and the Lackawanna, NY-29-1, projects would be transferred to 
local housing authorities during the early part of fiscal year 1958. Thus: far, 
transfers have been prevented by local problems and unless they can be resolved, 
legislation will be required so that Public Housing Administration may dispose 
of the properties. If the properties continue in Federal operation during 1958, 
it may be necessary to request approval for an increase in the limitation. 

Mr. Tuomas. Indianapolis, Ind.; Minneapolis, Minn.; Lackawanna, 
N. Y.; Enid, Okla.; and Oklahoma City. 

How many units are there? Two thousand sixty-three? 

Mr. Stusser. Two thousand sixty-three. 

Mr. Tuomas. Total cost of $11,166,350 ? 

Mr. Stusser. Yes, sir. 


OPERATING RECEIPTS ON SIX FEDERALLY OWNED PROJECTS 


Mr. Tuomas. How much rent and revenue do you get from them? 
You have six projects. You don’t give the rent and revenue. 
How many employees do you have handling them ? 

Mr. Rourrner. The table shown on page B-21——- 

Mr. Tuomas. Pick it out of there. 

Mr. Rorrner. Al] right, sir. 

Our estimate of operating receipts is $556,700, 

Mr. Tuomas. Is how much ? 

Mr. Rurrner. For fiscal year 1958 we are talking about now? 

Mr. Tuomas. Yes. 

Mr. Rourrner. The table on B-21—— 

Mr. Tuomas. All right. Go ahead. 

Mr. Rurrner. Our total estimated operating receipts for the pro- 
jects we have included in the budget is $556,700. 

Mr. Tuomas. I am talking about these units in Indianapolis, Min- 
neapolis, Lackawanna, Enid and Oklahoma City, the 2,063 units, 
wholly owned by the Government and operated by the Government ; 
is that right? 

Mr. Rorrner. That is right, sir. 

Mr. Tuomas. All right. Go ahead. 

Mr. Rurrner. Now, to keep the record straight here, the number 
of units you were looking at is as of June 30, 1956. 

For the fiscal year 1956, total revenues for that 2,063 were $960,320, 
and total expenditures were $710,000—$710,145—leaving residual re- 
ceipts of $250,175. 


EMPLOYMENT AT FEDERALLY OWNED LOW RENT PROJECTS 


Mr. THomas. How many employees are involved here ? 

Mr. Rurrner. Allright,sir. Let me see if I have that. 

Seventy-nine employees. 

Mr. Tuomas. They are located at the site? 

Mr. Rurrner. At the project site. 

Mr. Tuomas. How many do you have now servicing them under 
administrative expense ? 

Mr. Rurrner. I have no figure on that. 

Mr. Tuomas. What is the best guess? 
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Mr. Rurrner. Those people are all handled as part of the regular 
management and administrative operation. 

Mr. Tuomas. That is right. They are all commingled, but how 
many bodies would you say ? 

Mr. Rurrner. I couldn’t make a guess. 

Mr. Tuomas. The printed budget carries this language: 

* * * shall be considered nonadministrative expenses, and funds received trom 
such payments may be used only for the payment of necessary expenses of pro- 
viding representatives of the administration at the sites of non-Federal projects ; 
Provided further, That all expenses of the Public Housing Administration not 
specifically limited in this Act in carrying on its duties imposed by law shall 
not exceed $2,400,000. 

That is as broad as a barn door, isn’t it ? 

It was two million nine last year. You have it down to two million 
four, and you don’t know how many employees are involved, other 
than the 79 in this one item. 

How many projects ? 

Mr. Rurrner. The project engineers ? 

Mr. Tuomas. Yes. 

Mr. Rurrner. For project engineers, it would be 261 employees at 
the end of fiscal year 1958, an average of 238 during the year. 


NONADMINISTRATIVE EXPENSES BY OBJECT CLASS 


Mr. Tuomas. Mr. Reporter, put at this point in the record, please, 
E-4. That is the breakdown of personal service and the other ob- 
jects of the expense, quoting the $2,400,000. 

(The page referred to is as follows: ) 


Items included in the nonadministrative expense limitation for the low-rent public 
housing program by object of expense 


| 
} 


| 
1956, actual | 1957, estimate] 1958, estimate 














01 Personal services_. ih bali oie bho sinineioian : saad $792, 044 $1,156,100 | $1, 872, 700 
ie BRA ee ae naa et 17, 804 71, 800 129, 400 
03 Transportation of things webs a , al 5, 060 | 5, 700 2, 900 
04 Communication services______- | 2, 361 2, 700 1, 400 
05 Rents and utility services_. 4 : 201, 392 228, 000 115, 700 
07 Other contractual services ___- 57, 076 | 61, 500 33, 000 
Life insurance contributions _- ; ; 2,118 3, 900 6, 600 
08 Supplies and materials_..__.. | 111, 242 | 128, 300 | 70, 800 
eae eee eee sninaih ates Dads ali 8, 021 9, 100 | 4, 600 
11 Grants, subsidies, and contributions: | 
Contribution to retirement fund ia 7 ss: Recah aiediaceeite dias tallies 121, 500 
15 Taxes and assessements________- ase 58, 068 54, 300 39, 000 
FICA taxpayments.._____- ; ee .| 820 1, 600 | 2, 400 
MARRIOT ke 2 Ne _| 1,256,006 | 1, 723, 000 | 2, 400, 000 
Unobligated balance and estimated savings........._.._--____| 563, 904 1,177, CROs boss stead 
Total nonadministrative expense limitation__.__.____- 1, 820, 000 | 2, 900, 000 | 2, 400, 000 


| 





TRAVEL EXPENSE 
Mr. Tuomas. Travel jumps up from $71,800 to $129,400. 
Why such an increase ? 
Mr. Rurrner. The reason for that is in 1958 our program assump- 
tions are that we will have a larger number of projects, with a small 
number of units, and to save sal: ivies the understanding is that the 


project engineers will travel from one project to another. 
Mr. Tuomas. You have a sizable increase in your travel. 
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PERSONAL SERVICES 


You have a sizable increase in your personal services. 

That is your project engineering cost mainly, is it not? 

Mr. Rurrner. Yes; it is. 

Mr. THomas. And that goes from $900,000 to $1,891,000, from 1957 
to 1958? 

Mr. Rurrner. That is right. 

Mr. Tuomas. Is that the difference? 

Mr. Rourrner. That is 

Mr. Tuomas. It is bound to be. 

Mr. Rurrner. Yes. 

Mr. Tuomas. Of course, you have a new item of $121,500, and that 
is your contribution to the retirement fund. 

Mr. Rurrner. Yes, sir. 





ITEMS EXCLUDED FROM NONADMINISTRATIVE EXPENSE LIMITATION 


Mr. Tuomas. Items excluded from the nonadministrative expense 
limitation for the low-rent public housing program: You have acqui- 
sition of land, structures and equipment, payment of annual contri- 
butions, collection losses, and so forth. 

That is a pretty interesting table. Let’s put that in the record, page 
E-—5, Mr, Reporter. 

(The page referred to is as follows :) 


Items excluded from the nonadministrative expense limitation for the low-rent publie 
housing open 








1956 actual | 1957 estimate | 1958 estimate 
Acquisition of land, structures, and ee | | 
Leased projects. $177, 584 $30, 400 $4, 600 
Federally operated projects - bo | 14, 353 13, 100 | 
Payment of annual contributions- wewa 81, 730,046 | 92,000, 000 99, 000, 000 
Administrative expenses ! sions | 9, 162,800 | 10,700, 000 13, 300, 000 
Interest expense : 1, 440, 580 | 1, 320, 000 | 900, 000 
Collection losses, tenants accounts 2 : 10, 291 4, 300 3, 200 
Other collection losses eS. ‘ 15 ; 
Losses on accrued interest (net) _- “of —3, 449 | 10, 000 10, 000 
Losses on local authority obligations. 88, 114 | 100, 000 100, 000 
Depreciation of federally owned projects - ais ; 1, 389, 778 795, 800 | 351, 900 
Allowance for losses on accounts receivable... _-.-..--- 1, 252 —477 |.. 
Allowance for losses on loans receivable - 76, 000 | : 
Adjustment of operating reserves for federally ow ned projects _| —681, 807 —473, 000 | — 553, 700 
Reserve for technical services - - - | —194, 952 16, 243 528, 000 
Write-off of book value of assets disposed of (net) - -. | 19,342,682 | 29,513,600 | 20, 031, 400 
Amortization of conditional conveyance contracts (net) _- 4, 756, 776 3, 642, 000 | 3, 729, 000 
Repayment of Treasury borrowing | 213,000,000 | 430,000,000 | 319, 000, 000 
Payment of dividend to Treasury 437, 706 | 654, 700 | 750, 000 
Return of unexpended appropriation, annual contributions a= | 296, 645 | 469, 954 
Return of unexpended eer administrative appro- | 
priation 3__.-- ee eee 326, 900 | 52, 600 473, 700 
Acquisition of loans_____- 237, 195, 673 466, 000, 000 328, 600, 000 
Reduction of working capital 8 transferred from. other Govern- | | 
ment agencies ; i welt dee ate 4, 440 ake 





1 Includes funds appropriated and authorized by the Congress for administrative expenses. 
2 Including the Public Law 412 projects (rural projects). 
‘Relates to the appropriation made for the fiscal period 2 years earlier. 
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Mr. Rurrner. Mr. Chairman, that table is included to show the 
transactions in the revolving fund which are not covered by the limi- 
tation. 

Mr. Tuomas. That doesn’t touch exactly the revolving fund, though. 

What projects in here come under the revolving fund now that we 
haven’t already mentioned ? 

Mr. Rurrner. I am sorry. By the “revolving fund,” I mean the 
United States Housing Act corporate revolving fund. 

Mr. Tuomas. Oh. 


ADMINISTRATIVE EXPENSES 


Let’s look at the administrative expenses now. 

I want you to pick out, if you can, some reasonable figure on this 
administrative-expense item covering those 79 field people over in 
Minneapolis and these 5 or 6 projects that are Government-operated. 

What is covered in your administrative-expense item now? 

That is a broad classification. 

Mr. Rurrner. The broad classification is the management, develop- 
ment, disposition and housekeeping functions for the entire program, 
including the low-rent and the liquidating emergency housing pro- 
gram. 

Mr. Tuomas. And that is in the District of Columbia and in your 
regional offices, too ? 

Mr. Rourrner. Yes; it is, Mr. Chairman. 

Mr. Tuomas. Part of that goes to your nonadministrative expense, 
namely, the work done at the projects, and that is all ? 

Your regional offices, and your District of Columbia office is all the 
administrative expense ? 

Mr. Rurrner. Yes; it is. 

Mr. Tuomas. All right. 


PERSONAL SERVICES 


Will you insert, Mr. Reporter, F-6 at this point in the record ? 
(The page referred to is as follows:) 
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REGIONAL OFFICES 


Mr. Tomas. How many regional offices do you have ? 
You have Atlanta, C hicago, Fort Worth, New York, Puerto Rico, 

San Francisco, and Washington, D. C. 

Mr. Siusser. Seven. 


ADMINISTRATIVE EMPLOYMENT 


Mr. THomas. In 1956 you had total departmental and field employ- 
ment of 1,529, didn’t you ? 

Mr. Stusser. Yes, sir. 

Mr. Tuomas. In 1957 you had 1,603; is that right ? 

Mr. Stusser. That is correct. 

Mr. Rurrner. That is right. 

Mr. 'THomas. And in 1958 it goes up to 1,807 ? 

Mr. Rurrner. Yes. 

Mr. Tuomas. Let’s break that down. 

In the departmental for 1956 you had 673; in 1957 you went back to 
654, and now you jump up to 683 for 1958. 

You really make your big, sizable gain in the field. You have 949 
in the field for 1957, and that goes up to 1,124, almost a 175 increase, 
in spite of the fact you are paying your inspectors not from your ad- 
ministrative expense account, but from your nonadministrative ex- 
pense account, and they are not even included in this; and that is an- 
other 175 employees. 

Your project site engineers certainly are among your keymen, and 
very valuable men, and they are not even included in your increase 
in your field offices. 

They are not charged to your field offices. 

Mr. Rurexer. Mr. Chairman, may I say this— 

Mr. Tuomas. What do they total? 

Was that figure I gave correct ? 

Isthat 175? 

What was that total ? 

Mr. Rurrner. The figure you are quoting here is the increase—— 

Mr. Tuomas. I understand. 

What is the number on your on-site engineers / 

Mr. Rurrner. I believe our estimate is 261. 

Mr. THomas. That is 261 in addition to this 1,124? 

Mr. Rurrner. Could I make this statement at this point: That on 
the project-—— 

Mr. Tomas. That is true, is it not ? 

Mr. Rurrner. Yes, sir. 

Mr. Tuomas. All right. 

Mr. Rurrner. The number of project engineers depends upon the 
number of projects we have under construction at any one time. 

Mr. Tuomas. We don’t argue with you on that. That is true as day. 

Mr. Rurrner. I just wanted to make that point. 

Mr. Stusser. Yes. This varies. 

Mr. Rurrner. It varies. 

Mr. Tuomas. Yes, but why does your field employment go up 175 
jobs this year against last year when it doesn’t include a single project 
engineer that is on a job over there supervising the construction of 
these various projects? 
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Mr. Stusser. Because these would be management and development 
people, that would be added in the field offices and in the central offices. 


TRAINEE PROGRAM 


Mr. Tuomas. All right. 

Mr. Suusser. That would include the trainees, too, Mr. Chairman. 

Mr. Tuomas. How many trainees do you have in the field ? 

Mr. Currie. Sixty-two total trainees. 

Mr. Tuomas. Sixty-two? 

Mr. Currie. Total. 

Mr. Tomas. In the seven regional offices? 

Mr. Currie. Thirty-six in the regional offices and twenty-four in the 
central office. 

Mr. Tuomas. How many in the field? Thirty-six? 

Mr. Currie. Thirty-six. 

Mr. Suusser. A total of 60. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Mr. Reporter, would you put the other objects’ table 
in here, F-7? 
(The table referred to is as follows :) 


Summary of administrative expenses 


l 
1956 actual | 1957 estimate | 1958 estimate 
} 





nee cannot ‘ een emp we 
Net total personal services... --.- | $9,274,982 | $10,155,000 | $11, 620,000 


Other objects of expense: 
Re a I — 9 pe caalnes 3 , 44: 980, 000 1, 120, 000 
@ . Tramepertation of things... .............-.-.-3-1.55 , 15E 12, 000 12, 000 
04 Communication services--.-_--...-..- ial cael 222, 6: 249, 000 255, 000 
05 Rents and utility services. a ie 709, 6 784, 000 | $30, 000 
06 Printing and reproduction--.-_...........-..-- : 5 | 52, 000 57, 000 
07 Other contractual services __-.-........- ; 96, 000 144, 000 97, 000 

General Accounting Office audit ____-- 116, 000 116, 000 | 116, 000 
08 Supplies and materials_................- ; : 80, 594 | 83, 009 | 89, 000 
OD Weamieetes PUA 5s sd. ssid ty dik 130, 151 | 87, 000 | 80, 000 
11 Grants, subsidies, and contributions: 

Contribution to retirement fund ae 2 740, 000 
13 Refunds, awards, and indemnities.-...-.......---- 3, 655 | 7, 000 8, 000 
15 Taxes and assessments.._..........--- Pi aiegh whien : 6, 000 | 6, 000 





Total other objects of expemse._.-....-....---.---- 2, 186, 792 | 2, 520, 000 | 3, 410, 000 
—— | —— —-—— 


Total obligations 11, 461,774 | 12,675,000 | 15,030, 000 
Unobligated balance ee 642, 726 | 





Total administrative expenses 12, 104, 500 12,675,000 | —-15, 030, 900 


INCREASE IN TRAVEL COST 


Mr. Tuomas. Again your travel goes up, and again I want to et 
out to you it was $980,000 last year against $1,120,000, and this figure 
doesn’t include a dime for travel of those 265 project engineers. 

Mr. Stusser. That is correct. 

Mr. Tuomas. Why should the regional office boys be running all 
over the region getting in everybody’s way ! 

Mr, Stusser. Well, they are not running all over the region. They 
are going only to places they are required to go; and, of course, that 


includes all of your auditors and your engineering services that go out. 
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COST OF AUDIT TRAVEL 


Mr. Tuomas. All right. Now you are taking words out of my 
mouth. The biggest part of this travel is for auditors. 

Give me a breakdown. 

That certainly is justified. I don’t think there is much doubt about 
that. 

The auditor goes to the existing project, and I presume also to the 
project under construction, but he goes and checks your local housing 
authorities. 

What part of your total travel money is for your auditors ? 

No one can object to that. 

Mr. Stusser. I would say the greatest part of it. 

Mr. Tuomas. I know. ‘That is what the justification said, but I am 
trying to get a better figure than “the greatest part of it.” 

Do you have some definite figure ? 

Mr. Rurrner. Our estimate for the project auditors is $352,650. 

Mr. Tuomas. That is no more than a third of it. What happens 
to the other two-thirds of it ? 

Mr. Rurrner. The entire management operation, which is the 
management, audit, project auditing ®perations, engineering, and so 
forth, is $684,820. 

Mr. Tuomas. That covers all of auditing, or would you say that 
vour first figure was correct on auditing ? 

Mr. Rurrwner. I was talking only of the fiscal audit part. 

Mr. Stusser. The fiscal audit group. 

Mr. Tuomas. Do you have any other auditors, other than fiscal? 


Mr. Stusser. We have the occupancy auditors, the management re- 
view people that go out, and the operations engineer units that go out. 

Mr. Tuomas. Would you say oe thirds or $600,000 of it is auditing, 
every conceivable form of auditin 

Mr. Rurrner. Six hundred a eighty-five thousand. 


OTHER TRAVEL EXPENSE 


Mr. Tuomas. We will make it seven hundred thousand. 

What is that other almost $500,000 for ? 

Mr. Rourrner. Two hundred and sixty-three thousand dollars for 
the field development part. 

Mr. Tomas. You have 266 engineers already on the ground and 
doing a little traveling, and they are paid from a different appropria- 
tion, not this one. 

Mr. Stiusser. These are the engineers in the regional offices and 
in the central office. The traveling engineers go out to these projects 
and supervise the project engineers, deal with the local authorities 
and the architects. 

Mr. Tuomas. Before it reaches the construction stage ? 

Mr. Stusser. Yes. 

Mr. Rurrner. A great deal of this work is before projects reach 
the construction stage. 

Mr. Tuomas. All right. 

We will just say in addition to the others. 
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PHA PORTION OF REVOLVING FUND USED FOR LIQUIDATING PROGRAM 


Now, turn to. page 207 of the committee print—Office of the Ad- 
ministrator, revolving fund, liquidating program—“during the cur- 
rent fiseal year, not to exceed $1,940,000 shall be available for adminis- 
trative expenses.” 

What does that $1,940,000 cover ? 

Mr. Frantz. Mr. Chairman, that includes $1,730,000 for the—— 

Mr. Tuomas. Wait a minute, Mr. Frantz. 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Don’t put in your part now. Let’s just cover these 
gentlemen’s part. 

Mr. Frantz. A million seven hundred and thirty thousand of that 
is for the functions that PHA operates in connection with the war 
and emergency housing. 

Mr. THomas. Waita minute. That is $1,730,000? 

Mr. Frantz. That is correct. 

Mr. Tuomas. All right. How is that $1,730,000 made up? 

Mr. Rurrner. That is made up of the people who are engaged in 
the disposition of these properties, managing the properties, manag- 
ing the mortgage portfolio, and doing the acc ounting work for the 
PHA portion ‘of the program. 

Mr. Tuomas. How many of them are there ? 

Mr. Rurrner. There is, Mr. Chairman, a total of 134 in the de- 
partmental service. 

Mr. Tuomas. And 44—-- 

Mr. Rurrner. And 44 in the field; yes, sir. 

Mr. Tuomas. A hundred and seventy-eight ? 

Mr. Rurrner. That is right, sir. 

Mr. Tuomas. And that is the only place this is accounted for— 
in the revolving fund ? 

Mr. Rurrner. That is where the basic authorization comes in, 
but it is accounted for in our total administrative expense estimate 
of $15,030,000, 

Mr. Tuomas. Yes; that is right. 

All right. That is administrative, and they take care of the liqui- 
dating feature only, don’t they ? 

Mr. Rurrner. Yes, 

Mr. Tuomas. Servicing the mortgages ? 

Mr. Rurrner. That is right. 

Mr. Tuomas. For 6,700 units. 

Mr. Rurrner. All right, sir. 

Mr. Tromas. All right. Let’s look at this last proviso—and, of 
course, this is handed back to you. This is purely a bookkeeping 
transaction ? 

Mr. Rurrner. That is right. 


VALUE OF LIQUIDATING REVOLVING FUND 


Mr. Tuomas. And, for all practical purposes, what good does it 
do now ¢ 

What good did it ever do? 

We thought that up in this committee. So, we are criticizing our- 
selves. The revolving fund proviso—what good did it ever do? 





ny 
te 


of 


ig 


it 


ite 


1659 


You delegate it right back. It isa paper transaction. 

It is language, and the language doesn’t mean anything because 
Public Housing still does the work. 

Mr. Franz. Are youasking me, Mr. Chairman / 

Mr. Tuomas. Yes. 

Mr. Franz. It did greatly simplify the bookkeeping and financial 
management of those programs, and it does present to the Congress 
a consolidated statement of how much is being realized in the disposi- 
tion of all of those miscellaneous assets. 

I offer that for whatever it is worth. 

Mr. Toomas. Where? 

Mr. Franvz. It will be under the revolving fund section of the OA 
justification, Mr. Chairman. There will be a summary. 

Mr. Tuomas. Office of the Administrator ? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Oh, we haven't got to that. 

It didn’t help these gentlemen out any. 


NONADMINISTRATIVE EXPENSE LIMITATION 
What about this proviso / 


* * * Provided, That all expenses not otherwise specifically limited in con- 
nection with the programs provided for under this head shall not exceed 
$7,900,000, but this limitation shall apply to expenses other than for personal 
services in connection With federally owned projects. 

Mr. Rurrner. That is the portion that formerly applied to the 
restriction on the so-called nonadministrative expenses for the liquidat- 
ing emergency housing program. 

As the program becomes smaller, it is increasingly difficult to esti 
mate the numbers of units— 

Mr. Tuomas. All right. It will be $2,400,000, then, assuming— - 

Mr. Rurrner. No, 

Mr. Tuomas. How much would it be? 

Mr. Rurrner. It would be a million or less. 

Mr. Tuomas. That is the $1 million figure ? 

Mr. Rurrner. That is right. 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. That is the nonadministrative part of the $1 million. 

Mr. Rurrner. On the liquidating emergency housing program. 

Mr. Tuomas. Nonadministrative. 

How much should that be / 

Certainly you don’t need $1 million. 

How many people do you have involved on the site? 

Did you say 44 a while ago? 

Mr. Rurener. I don’t remember what figure I gave you, Mr. Chair- 
man. 

We hope it will not amount to— 

Mr. Tuomas. You gave a figure a while ago—either 44 or 38. Ihave 
forgotten which. 

Mr. Rurrner. I gave you an average of 88 employees. 

Mr. Tuomas. Eighty-eight 

Mr. Rurrner. Yes, sir. 

Mr. Tuomas. I remember. 

Mr. Rurrner. Those are management, maintenance, and other em- 
ployees at the projects. 
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Mr. Tuomas. And this is the crowd that loses about a hundred 
thousand dollars. It takes a million dollars to keep them going, and 
they collect less than a million—about a hundred thousand dollars 
less ; is that right ? 

Mr. Rurrner. The reason for that is you have to vacate the projects 
before you can dispose of most of them, and when you vacate them, 
the period between the time they are vacated and the time you dis- 
pose of them, you do have continuing expenses, operating expenses, 
and that is the reason for the loss. 

While the projects have been under operation, they have generated 
residual receipts. 

Mr. Tomas. I have heard of people selling property occupied, and 
you can get out in 30 days, and give you a free month's rent and save 
that million dollars. 

I don’t know of a law against that. 

Mr. Stusser. We have tried it. 


DELAYS IN PAYMENTS TO CONTRACTORS 


Mr. Yates. I have received complaints from people who have been 
engaged in the construction or rehabilitation of public housing proj- 
ects on the difficulty they experience in obtaining payment within a 
reasonable time. Do you have any authority to assure payment being 
made within a reasonable time by local housing projects ? 

Mr. Stusser. No. Weare nota party to the contract. 

PHA is not a party to the contract. 

The contract is made between the local authority and the contractor. 

Mr, Yares. As long as 6 months transpires before they even get 
a payment. 

Mr. Stusser. Yes. 

Mr. Yates. Have you heard of these things ? 

Mr. Stusser. Yes; we have. 

Mr. Yares. Do you take it up as a matter of courtesy with the local 
housing authority ? 

Mr. Stusser. We try to get them settled as quickly as we can. 

Oftentimes there are disputes between the local authorities which 
we can’t enter into. 

Mr. Davern, our legal counsel, can tell you better about that. 

We get into problems where there are suits involved. 

I have had a number of cases where they have come in and tried 
to sit down and see if we can’t get the problems worked out, see if we 
can’t get a compromise worked out. 

Mr. Yares. Apparently there is no dispute as to what occurred. 
They just don’t make payments under the contracts, I said that I 
would check with you and with your agency and try to find out what 
could be done. 

Mr. Stussrer. Take the New Orleans case 

Mr. Davern. I think most of them do arise out of disputes between 
the contractors and local authorities. 

Mr, Yares. They are actually bona fide disputes? 

Mr. Davern. Actually bona fide disputes. Quite a few of them 
go into litigation. 

Mr. Yates. Do you have anything to do with them at all? 
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Mr. Davern. Yes. We are interested to this extent: If there is a 
bona fide dispute between the contractor and the local authority, we 
are interested in seeing that it is settled. 

Mr. Yates. Should these people write to you or should they take 
up the matter with you? 

Mr. Davern. I think the proper place to start is with the local au- 
thority. 

Mr. Yates. They have to start there? 

Mr. Davern. They generally come to us in the normal courses. 

Just for your information, a recent check showed 40 actual suits 
pending between local authorities and the contractors. 

Mr. Yares. Forty? 

Mr. Davern. Forty actual suits, and probably twice as many dis- 
putes which hadn’t reached litigation. 

Mr. Tuomas. Gentlemen, let’s recess for lunch and come back at 
1 o’clock. 

We may have to run back and forth a little bit to the floor this 
afternoon. So, bear with us and we will try to finish later this after- 
noon. 

(AFTERNOON SESSION) 


Mr. Troomas. Gentlemen, will the committee please come to order? 


Mr. Vursell ? 
TOTAL ADMINISTRATIVE COST 


Mr. Vurseti. Mr. Chairman, I would first like to ask Mr. Slusser, 
again for the record, what will be the total cost of this budget outside 
of the contractual funds? I mean the administrative and everything 


with the exception of your loan funds or your contractual funds. 
Is it $15 million and something? Does that cover it all ? 
Mr. Stusser. Yes. 


ANNUAL CONTRIBUTION REQUIREMENTS 


Mr. Vursen. Turning to page C-6 in the justification, I notice 
here that for a contractual fund, the financing, et cetera, of $119,- 
500,000. That is fixed annual contributions for projects eligible 
for payment. 

Mr. Stusser. Yes, sir. 

Mr. Vursein. Then I note down again in that same column $122,- 
400,000. Then I note, what I presume is for the 1957 budget, about 
$92 million, and for the 1958 budget $99 million. 

Mr. Suusser. $99 million for the 1958 budget and $92 million for 
the 1957 budget. 

Mr. Vurseuu. Those totals will take into consideration the con- 
tractual loan funds for your organization for those 3 or 4 years? 

Mr. Stusser. Yes, sir. What we anticipate is that it will be per- 
manently financed. 


FINANCING OF PROJECT DEVELOPMENT 


Mr. Vursett. Preliminary to my question, so that we may get a 
better understanding of the problem before us, I would like to pose 
a few questions on the building, let us say, for the purpose of argu- 
ment, of 3,000 units of a public housing project. It is one project. 
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I assume the development cost to be about $40 million or $42 million. 
I understand it runs about $13,500 a unit. 

Mr. Siusser. That is the average; yes, sir. 

Mr. Vursetn. We will say $42 million, In order to finance this 
project, you would sell $42 million of these public housing bonds to 
fulfill the financing contract / 

Mr. Stusser. Yes, sir. 

Mr. Vurse.u. Will you tell me how these bonds are retired ¢ 

Mr. Susser. They are retired serially each year, so many of them 
retired from the payment of the subsidy, plus whatever there is of 
residual receipts available to apply to the debt service. 

Mr. Vursexw. It is true that you sign a subsidy contract pledging 
the Federal Government, of course, to pay subsidies large enough to 
pay full principal and interest on these bonds up to the period of 40 
years as they come due. 

Mr. Stusser. Yes, sir. 

Mr. Vursett. Do you know what the Federal subsidy would 
amount to over the 40-year period on such a project costing, we will 
say, $40 million to develop in full the contractual Federal subsidy to 
be paid ? 

Mr. Siussrer. You gave me some figures there. 


TOTAL COST OF DEVELOPMENT SUBSIDY 


Mr. Vurseui. I will ask another question and you can get the 2 in 
1, then. Isn’t it factually true, Mr. Slusser, that with the high inter- 
est rates, the Federal taxpayers, in retiring these bonds over a long 
period, would actually be pledged to pay about double in subsidies 


the amount of the development cost of the so-called $40 million proj- 
ect? I mean, when you add the interest to it. it would run not, say, 
$40 million, but closer to $80 million that will have to come ont: of 
the taxpayers of the country ? 
Mr. Srusser. That is possible. I would have to figure that for 
you, sir. 
RATES SECURED ON PUBLIC HOUSING BONDS 


Mr. Vurseti. What is the latest interest rate you are encountering 
on selling these public-housing bonds? I know we talked this morn- 
ing about some te mporary financing, but when vou go out selling these 
bonds now, what are the higher rates that you are running into ¢ 

Mr. Suusser. I can only speak, sir, since I have been here, and that 
I have actual knowledge of. We went as low as 2.27, which was the 
lowest we sold since I have been here, and the highest, I believe, is 
2.56 interest. rates. 

Mr. Vurset.. In other words, as the interest rates are going up a 
little with some inflation that is creeping along, I have been led to be- 
lieve that probably the bonds would be 2.50, 2.75, or maybe getting up 
in that bracket now. 

Mr. Stusser. I can only say from experience, the highest we have 
sold was 2.56. 

Mr. Vursett, That is a very good answer. Of course, these bonds 
are exempt from income taxes. 

Mr. Stusser. Yes, sir. 
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Mr. Vursextt. And they do carry the full faith and credit of the 
United States Government, just as Federal bonds do. 
Mr. Srusser. Yes, sir. 








TYPES OF INVESTORS IN PUBLIC HOUSING BONDS 

















Mr. Vursetn. It would appear to me that this gives some rather 
special tax exemptions to investors in public housing bonds. Is it or 
is it not a fact that the big investment syndicates and people with 
large incomes are buying the great m: jority of these bonds because 
they offer a very convenient way of investing their money in Gov- 
ernment securities on which they do not have to pay any income tax, 
or have you noticed that? 

Mr. Susser. We know that they do go principally to trust ac- 
counts, to large insurance companies, and such type of investment. 
They are great purchasers of the housing bond. 

Mr. Vurseix. It appears to me that this gives a rather great eco- 
nomic advantage to big banking institutions, to other trust-fund in- 
stitutions, and wealthy investors, which in the end makes it more 
difiicult, by forcing interest rates wp, for the ordinary free-enterprise 
citizen, including veterans, who must secure their loans from local 
banks, local lenders, and building and loan associations, in planning 
and building their own homes. 

I note that there is a strong possibility that the veterans who have 
n paying 414 percent may have to pay 5 percent in the future be- 

‘ause of the shortage of money. If that comes, we will find that it is 
working «an extra hards hip on the ordinary borrowers, in free enter- 
prise, and the veterans and others of that type, while at the same time 
these big syndicates that are buying these bonds seem to have a rather 
bonanza of an opportunity, at least, to take care of their income-tax 
matters, because if they can reduce their very high corporate taxes by 
buying these tax-free bonds, it runs into a pretty big percentage. It 
seems to me that they have very great opportunity ttiesie! 

Mr. Stusser. May I speak off the record on that / 

Mr. Vursevi. Go right ahead. 

(Discussion off the record.) 

Mr. Vurseti. I have been led to believe that the really very big peo- 
ple are doing quite a job on that and, of course, it is all legal and legiti- 
mate. 

Mr. Suiusser. I think that is true and, of course, T am sure that you 
are right, that they are watching their investment. We know that 
they buy at certain times, particularly our short-term notes. They 
watch and buy them so that they expire around March 15, or other 
quarters of their income-tax base, so there is no question that they 
do follow their financial schedule so that they take every advantage 
they can of the purchase. 

Mr. Vurset. Of course, that is expected. 
























TURNOVER IN VARIOUS LOCALITIES 








You mentioned something about the turnover in rentals running up 
to 20, 25, or 30 percent. Do you have any particular knowledge or rec- 
ollection of how those turnovers are in Bridgeport, Conn., in Mon- 
tana, and some places like that ? 
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Are they higher in some places than they are in others? 
Mr. Stusser. No; I would say in Bridgeport, Conn., they are very, 
very well stabilized now. They have a terrifically tight housing mar- 
ket there. We did have some trouble maybe a year and a half ago, 
where they refused to increase their income limits. 

The rent-control law was still in effect and it was optional with the 
local government whether or not to lift the ceiling, and apparently 
the city council did not want to lift it there, and the local authority 
did not want to increase our income limits because that would have 
raised their level of rents, of course, there, so for some time we had a 
little bit of difficulty with them. 

We had some vacancies there and some turnover. I do not believe 
there is anything there now that I have heard of, but what indicates 
that has stabilized itself very well. We sold properties there. We 
sold war housing there. We sold 2 or 3 war housing projects. 

I do know that the market is very, very tight because there is quite 
a scramble about purchasing the properties up there. 


PUBLIC HOUSING POLICY ON TENANT RECRUITMENT 


Mr. Vursetu. What is the Public Housing Authority policy with 
reference to recruiting tenants generally, would you say ‘ 

Mr. Stusser. That, again, becomes a matter for the local authorities, 
their method of getting tenants. They generally work through the 
social agencies. Some of them have enough applications backed up 
that they just notify people. I mean, they have waiting lists. 

Others, where they have vacancy problems, work through various 
social agencies and through the tenants themselves if they have rela- 
tives or something of that nature. 

Mr. Voursetu. Of course, there are always exceptions to the rule 
and I think I have one that I want to call to your attention. 

For example, I have a full-page advertisement here from the St. 
Louis Globe-Democrat of January 2, 1957, showing aerial photo- 
graphs of three skyscraper projects, advertising for tenants. The 
advertisement includes a coupon to mail in. 

I wonder if you could explain who pays for an advertisement of 
this type, which must come at a very high price from the St. Louis 
Globe-Democrat. What fund would that come out of with reference 
to that organization there ? 

For your information, I have a copy of that advertisement. I 
clipped it out of the Globe-Democrat when I saw it and brought it 
back to Washington to put in my file. It appears to me that there 
is something wrong somewhere. There ought to be enough people to 
fill those buildings in low rental housing, if it is, in fact, low rental 
housing. I have another exhibit here that indicates that it is not very 
low rental housing, which leads me to the question as to—— 

Mr. Tuomas. Wednesday, January 2? 

Mr. Voursetx. Yes; that is recent. 

Whether or not Public Housing is getting away from the welfare 
policy _ which it was founded, that is, to take care of the poor 
poems e people who could not afford to keep a roof over their heads 

ause of excessive rentals. 
Mr. Stussrer. May I answer your question on this ad ? 
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Mr. Vursetn. Yes. 
Mr. Stusser. I do not know what the circumstances are down there. 
I would say as far as the payment of the ad, evidently the local 
housing authority has paid for it. From personal knowledge of what 
they are doing down there, I know at the present time their program 
isstopped. That is why I know a little something about it. 

There is a market there for their low-rent housing, and particularly 
so in the minority group housing. They are very short of minority 
group housing. They have stopped their program because they have 
reorganized their public housing into an urban renewal public hous- 
ing staff. 

They have one staff now and in order to catch up with their urban 
renewal, they have not asked for any more units of public housing 
until they get their new program developed and planned as to what 
they want to do. 

INCOME LIMITS IN ST, LOUIS 


Mr. Vursetx. I have a table of rents and income limits in St. Louis, 
Mo., on specific housing projects, It shows, for example, that a famil 
of 2 adults and 3 children could earn as high as $8,000 and better with 
a rental in those buildings of $125 per month. 

Mr. Stusser. Let me correct you, sir. That would be incorrect. 
I do not know where you got that information, but that is not pos- 
sible. I do not know what the income limits are in St. Louis, but let’s 
say that they are the highest income limits that we have granted now, 
and I believe that is about $3,300 at initial occupancy, which would 
oe z to $4,500 for continued occupancy, and that would be for a large 

amily. 

At $4,500 they would have to leave the property and the rent would 
be based upon 20 percent of their income. That is statutory. We do 
not set that. 

Mr. Vursett. I have a table here from the St. Louis Housing Au- 
thority that I think probably must have the information very nearly 
correct. You take people with no dependents here. Of course, their 
rentals are lower. They can begin getting into some of this housing 
down there at $1,485, $1,540, then $2,365, $2,420, $3,025, $3,080, $3,135, 
$3,190, and $3,245. That is a man and his wife with no minor de- 
pendents. 

Mr. Stusser. I would say their initial occupancy there would be 
about $3,300. 

Mr. Vursetit. With 2 minor dependents they, of course, run up to 
$2,700, $2,728, $3,138, $3,437, $3,900, $3,960, and $4,020. I am speaking 
of their earnings. I am assuming those are net earnings and then 
with 1 or more it runs up to $3,700. Then we get over here on another 
page and I have a lot of figures running from $4,140 to $5,580. 

Mr. Stusser. To $5,580? 

Mr. Voursewy. $7,085, $7,201, $7,280, and $7,855; 3 or more, with 
minor dependents, rentals up to $45.53, $54.63, $78.71, $72.74, $75.76, 
$76, and so forth, 

Mr. Stussrr. These are monthly rentals? 

Mr. Vurseuu. Yes. 

Mr. Stusser. Not thousands of dollars of income? 

Mr. Vurseit. Monthly rentals in public housing. 
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Mr. Suusser. That can be. 

Mr. Vourseri. How abous a man makig as much net as $7,859? Is 
aman like that entitled to be in this public housing? 

Mr. Stussrer. No, sir; he is ineligible. 

Mr. Vurset.. Later on I may go over some of these figures with 
you. I had thought possibly of putting it in the record, but IT would 
want to know forc certain that they are absolutely correct. 

Mr. Suvsser. I would be glad to have that if they are representa- 
tive figures of the local authority. 


MAINTENANCE EXPECTANCY OF PUBLIC HOUSING 


Mr. Vurseit. You might take a look at this, Mr. Chairman, for the 
moment. The question was raised here this morning as to what con- 
dition are these houses going to be in at the end of 40 years, and unless 
we become more prosperous s all the time, and I hardly believe that we 

van reach that, point with the increase in births and so forth, we are 
not going to make very rapid progress on housing everybody that 
ought to be housed, as there are going to be so many of them. 

The question that bothers me is if 7 you have 500, 000 units or 700,000, 
or 800,000 or a million, by the time you reach 40 years occupancy, how 
are you going to carry this thing on? What condition will the 
buildings “be in? They will undoubtedly be deteriorating in 30 or 40 
years. 

Mr. Stusser. I would say they will suffer the natural depreciation. 
However, they are so designed that they should easily live their 40 
years with proper maintenance and look ver y good at the end of 40 
years. That would be my judgment, because I know my own home, 
which is not constructed anything like this type of brick or mortar, is 
now somewhere around 27 or 28 years old and I think it is still in pretty 
good condition. 

Mr. Vurseut. A building 40 or 50 years old ought to be in pretty 
good shape if it is well taken care of and if it was built well to start 
with. 

Mr. Stusser. The expectancy of a brick building is 50 years of life 
and it has depreciated its total value at that time. Frame houses— 
and I am not too sure of these right at this particular time as they may 
have changed—I am talking about my days in construction—in 30 
years depreciate their total v alue. 


OVERINCOME TENANTS 


Mr. Vourserx. I think you ought to take a look at and maybe the 
committee ought to take cognizance of housing people in these build- 
ings ata partial amount of the rent they should pay with everybody 
else being taxed to help pay their rent. 

I have heard a lot of complaints all over the country, and seen them 
through the press, of people that are earning high salaries in these 
buildings getting the benefit of this rent, and the newspaper stories 
certainly cannot all be wrong. I made a check of them a year ago. 

Mr. Susser. Let me say this, Congressman. From the low-rent 
standpoint I am not going to for one moment tell you that there 
aren’t some ineligible people i in. I do not believe there are any people 
of $8,000 or $9,000 or $10,000 incomes in low-rent housing. 
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This oftentimes does become confused, that where there is and has 
been war housing a lot of people tie the two things together. We do 
find that there are people making $8,000, $10,000, $12,000 or $15,000 
a year, and in fact [ happen to know some of those places where we 
had difficulty getting them out, and they admitted they were making 
that much, but they could not buy a home because there were no homes 
available to them for sale in the community. 

In one place in particular that was true, and it was justified by 
the local real-estate board and the chamber of commerce by the fact 
that they were not developing new buildings in that particular city, 
so there we had a plea from a young man who was making $15,000 a 
year, admitted it, and said his wife was working. 

He wanted to buy a new home but could not get a home. That may 
come true in a number of these cases where they have confused the 
Lanham Act program with the public housing program. If you re- 
call, there was a charge that there were doctors living in our project 
out, I believe it was, in Oregon. 

We investigated that and we found it was true, yes, there were 
doctors living there, but they were interns in a hospital that were 
making a little over $100 or $150 a month. They were married and 
they were under the veterans training program. 


EFFECT OF RESIDUAL RECEIPTS ON ANNUAL CONTRIBUTIONS 


Mr. Vurseut. I notice here, getting back to C-6 again, in 1957 you 
have a figure here of contractual relations of $119,500,000 and you 
carry that on across to $92 million in the last column on page C-6. 


That is starting with 1957. If you need $119,500,000, how have you 
gotten along with the $92 million ? 

Mr. Stusser. That is the residual receipts. That is what we have 
had turned back to us after the operation of the properties to apply 
against the debt service. That figure would be $27,470,000. 

Mr, Versett. Residual receipts? 

Mr. Stusser. Yes. That is the total amount of residual receipts 
available from the income of the properties. 

Mr. Vurseii. Does that not lend some truth to my suspicion that 
you are renting to people of higher income with your residual re- 
ceipts going up? If this is held to the base of just taking care of the 
people “from a humanitarian or welfare standpoint, it would seem to 
me that if you folks wanted to, you could hold it to that, or if you 
felt that the policy is not too good, maybe you are renting it to people 
in higher income brackets in order to show yourself up financially. 

I would not object to it particularly, but if it started out for one 
thing and you are doing another thing, whether you are doing it in- 
tentionally or not 

Mr. Stusser. No; just the opposite of that is true. We are renting 
to a lower group than we had anticipated. As I understand the phi- 
losophy of the program, it was developed for the low-wage earner, the 
family of low meome. Because of restrictions on the income over 
the vears, the result has been that we absorbed a lot of welfare cases, 
where the opposite of what you are thinking is true, and our residual 
receipts have been going down because we are getting people of lower 
income into the projects. 
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If I may cite one example for you, in the State of Ohio the State 
legislature sets the income limits. That is the only State that sets 
the income limits. However, the State legislature there sets the en- 
trance at $2,400 and then allows the governmental exemptions. You 
can readily understand with cities like Toledo, Akron, Cleveland, and 
Youngstown that we are carrying there principally relief or broken 
families in the public housing program. We are not actually getting 
to the low-wage earner, the low-income group, and it has been hurting 
us. That is true in other sections of the country. In fact, it is on the 
increase. 

VOLUME OF NEW CONSTRUCTION 


Mr. Vursext, You spoke about putting a great many thousands 
under contract. Do you mean under loan contract or nda construc- 
tion contract? How many in one of your good years would you put 
under construction contract ? 

Mr. Susser. Since I have been here it has been very much curtailed. 
The first year which I was here, by congressional action we were not 
allowed to put any under annual contribution contract and were only 
allowed 20,000 construction starts, The following year we were given 
authority for 35,000 units to put under annual contribution contract. 

We had a reservoir at that time, if I can go back historically, of 
about 55,000 that we talked about here as being in the pipeline. They 
were those that were the residue of the 1949 act that had not been con- 
structed, so we were building the 20,000 out of the 55,000 and then 
the next year got a 35,000 authorization, and it has followed that pat- 
tern except last year when they authorized 45,000 units. 

We have fallen down in construction and have not kept pace, the 
answer being that the urban renewal program came into being and in 
a good many cities they were getting prepared for their redevelop- 
ment program and that sloweil, us down. In 1954 we were tied fast 
to the urban renewal program, so that we didn’t get practically any- 
thing started then. 

We are coming back now to where we will construct, I would say, 
somewhere between 25,000 and 30,000 units each year, if we are to 
keep this level of 35,000 units a year annual contribution program, 
until the program is stopped. 

Mr. Vursetu. Under what supervision are the construction bids tak- 
en and let? Is it by the local housing authority with your approval, or 
is that done directly by you people here? 

Mr. Susser. The contract is between the local housing authority 
and the contractor. That is a prime contractor who probably has a 
number of subcontractors. We approve or disapprove the bid, depend- 
ing upon the conditions that are there. We reserve the right in our 
contract with the local housing authority to approve or disapprove 
that bid. 

Mr. Vursetu. I believe that is all, Mr. Chairman. 


COSTS OF MAINTENANCE AND OPERATION 


Mr. Botanp. You expressed some concern over the keeping of these 
rojects in as good shape as possible. That is the responsibility of the 
oan housing authority, I would assume. 
Mr. Stusser. Yes; some of it is ours, too. 
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Mr. Botanp. Do they do all of the purchasing of the equipment and 
material under your supervision ? ; 

Mr. Suusser. That is right. 

Mr. Botanpv. Do you have any idea what might have been spent 
in the calendar year 1956 for material to keep these projects in opera- 
tion by all of the local housing authorities in the public housing 
program ? 

Mr, Stussrer. We would have to go back and gather up the local 
authority budgets to get that. 

Mr. Botanp. It would be millions of dollars, would it not? 

Mr. Stusser. Oh, yes. 

Mr. Botanp. If there was some way we could effect savings in that 
expenditure, would that be reflected in the annual contribution ? 

Mr. Suusser. Yes. Part of our reorganization, Congressman, is di- 
rected to the management part of the program. I mean, we are putting 
emphasis in that direction now. It is no secret as far as I am con- 
cerned; I think the local housing authorities spend too much money 
and have too much freedom. 

ae Boianp. We have no public housing in my area, as a matter 
of fact. 


CONSOLIDATED PROCUREMENT 


Mr. Tuomas. The Housing Authority is following out your sug- 
gestion for the local housing authorities to keep common-use units for 
a couple of years. 

Mr. Botanp. Have they ? 

Mr. Tuomas. And they tell me it runs into pretty sizable savings. 

Mr. Botanp. I would think there would be a saving if you had some 
system of centralizing purchases, through the GSA, for instance. 

Mr. Susser. We do insist that they buy through a consolidated 
contract. We can’t always pin them. 

Mr. Boranp. What do you mean, “buying through a consolidated 
contract” ? 

Mr. Stusser. There are price levels established so they can buy in 
quantity from certain dealers. That is following the Government’s 
pattern here. A good many of them do that. 

Mr. Botanp. Would not the cost of material and equipment come 
down if we had some sort of a central purchasing agency for the pur- 
chase of hundreds of gallons of paint, trainloads of paint, used in the 
course of a year? I would think if we had some sort of centralized 
purchasing it might be cheaper. 


MANAGEMENT OF LIQUIDATING PROGRAM 


On the liquidating program, just as you indicated, you do have some 
terrific problems of liquidation and I am familiar with some of them. 
We have some projects in Massachusetts that you are disposing of and 
I want to compliment the Authority on the manner in which it has 
handled those problems. 

There are problems which you never realized would arise until you 
got into the problem of liquidation, and then you bump into some 
real fine legal problems. I appreciate the attitude of the Public Hous- 
ing Authority and your office, the central office, and particularly the 
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regional office under the direction of Mr. Hillman. I think he is a 
great administrator, incidentally. 

I said it last year and I will say it again. To protect the individual 
living there and to protect the community, I think the Public Hous- 
ing Authority sometimes has to move slowly, and must, of necessity, 
move slowly. They have done it in many instances and I can under- 
stand why sometimes liquidation doesn’t proceed as rapidly as the 
Members of Congress or myself would like to have it proceed, You do 
have some problems there and I do compliment you on the manner in 
which you are conducting the program. 

Apparently by the end of fiscal 1958 you will be completely liqui- 
dated in the matter of Korean war housing program. 

Mr. Tromas. Thank you, gentlemen. 

Mr. Srusser. I just want to say to you I may need your help and 
the chairman’s here. I have been threatened several times with con- 
gressional investigations, and I have landed in the White House with 
the problems 2 or 3 > times. 

Mr. Trromas. Gentlemen, thank you. It is always nice to see you 
and thank you for coming over, and I hope you do not have too rough 
a time out there with those doctors. I hope the operation will be 
very successful and you will be running around here kicking up your 
heels in a couple of weeks. 

Mr. Stusser. Thank you very much. 

Mr. Tuomas. It is nice to see you all. 


THurspay, Ferrvary 21, 1957. 

Mr. Tuomas. Will the committee please come to order. 

We have with us this morning our friends from the Public Housing 
Administration. We want to go into 1 or 2 points which were not 
cleared up when we had our hearing several days ago and when we had 
the pleasure of disc ussing their prob lems with them. 

We have with us Mr. Currie, the Acting Commissioner, Mr. Ruffner, 
the Budget Officer, and Mr. Davern, the General Counsel. 

The gentleman from Illinois, Mr. Vursell, wanted to pursue 1 or 2 
items on which the Public Housing people did not have all the infor- 
mation they needed. In fact, they had to go to the field for some 
information. 

Is that correct, Mr. Vursell? 

Mr. VursELL. Yes. 


INCOME LIMITS FOR LOW-RENT HOUSING IN ST. LOUIS, MO. 


Mr. Chairman and Mr. Administrator, | was somewhat disturbed 
at the reading of the requirements of public housing in St. Louis. | 
have a list before me that has been dev eloped as being the policy being 
followed as to rentals in public housing in St. Louis. 

The table represents the rents and income limits of the St. Louis, 
Mo., public housing project. 

They show, for example, that a family of 2 adults and 2 children 
could earn as high as $8,000 or better with a rent of $125 or so per 
month. 

My question is this: Is this in fact low-income and low-rent housing? 

Before I give you the table to look over—and this is a new table that 
came in the other day—-I have various other things I want to go over. 
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ADVERTISING FOR TENANTS FOR ST. LOUIS PROJECTS 


I have here an original ad published in the St. Louis Globe-Demo- 
erat. It is signed by Raymond R. Tucker, mayor, St. Louis Housing 
Authority. 

This is a full-page advertisement from the St. Louis Globe-Democrat 
of January 2, 1957, showing air photographs of 3 skyscraper projects, 
and adve rtising for tenants. 

The advertisement includes a coupon to mail in, and I would like 
to have an explanation as to who pays for these advertisements, 
advertisements of this type, and I would like an idea of the cost. 

This raises a third question. If there is such a great need for public 
housing as is alleged by some, why is it necessary to have expensive 
advertising campaigns such as those indicated in this advertisement? 

I first would like to present the advertisement for your information 
and whatever interest it holds, and I would like to know if anyone 
can tell me who pays for that advertisement, how much it costs, and 
why the necessity of such expensive advertisements. 

Mr. Jonas. The burden of the advertisement, as I understand it, 
is that the housing authority in St. Louis is advertising for people as 
tenants to come and occupy these public-housing units. 

Mr. Vursetu. That is right. 


POLICY AS TO ADVERTISING IN LOW-RENT HOUSING PROGRAM 


Mr. Currin. Mr. Chairman, I am very happy to be here this 
morning to answer the questions as best I can and inform the com- 
mittee of what we have done. The question was raised at our last 
appearance before the committee and we did review our records. 

It is apparent from our records there was a misunderstanding of fact 
between the St. Louis authority and our regional office. The ageney 
does have a policy permitting jocel housing authorities to publish an 
annual report of their condition. It was under that assumption that 
the regional office had approved the publication in a newspaper, 
which is a generally accepted method of publishing an annual report, 
for the St. Louis authority. 

The St. Louis authority, however, did publish this particular 
advertisement as pert of a community plan which was being sponsored, 
I understand, by various civic organizations, and the cost of the ad 
was paid by the housing authority as a charge against the low-rent 
program. 

Mr. Jonas. Is that the only instance of its kind which has come to 
your attention? 

Mr. Currie. It is, sir. 

Mr. Jonas. I think I ean dig up other advertisements from other 
localities similar to that. 

Mr. Currie. As I say, the agency policy is very clear and well 
detined. We do not permit the use of funds for this type of adver- 
tisement. 

Mr. Jonas. I am not so much concerned about who paid for the 
ad as | am about the principle involved. If there is such a erying 
need for public housing, why is it necessary for the housing authorities 
to advertise for tenants? 
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Mr. Currie. Sir, it is against our policy to advertise for tenants. 
The only provision we have is for the publishing of an annual report 
showing the condition of the local authority, the financial condition 
and such. 

Mr. Jonas. I understand that, but what effort did you make before 
this project was authorized in St. Louis to determine whether there 
was any real need for public housing there? Apparently there was 
no need for it. 

Mr. Currin. Sir, before any program is approved by the Public 
Housing Administration we do make an extensive economic survey 
of the community to establish the need of low-rent housing in that 
community. 



























OF EXISTING STRUCTURES TO LOW-RENT HOUSING USE 





CONVERSION 






Mr. Tuomas. If I may interrupt. I hope the Commissioner will 
look very carefully into the situation existing here in the District of 
Columbia. 

I saw in this morning’s paper—and we talked with our friend, Mr. 
Ring, when he was here not lang ago—that the District of Columbia 
Public Housing Authority had the money for 1,500 units and appar- 
ently it is burning a hole in their pockets. They couldn’t get the 
lead to put the houses on and now they are buying occupied private 
residences with some idea of reconverting them into public housing 
units. 

He said your office had tacitly given approval. 

If you have given approval I hope it is not tacit. I hope you have 
looked into it carefully to see what is being done. 

We get the impression that this money is about to go by the board, 
and they don’t like to see that; 1,500 units have been allocated to 
them and they cannot get the land. 

Before you embark on that in a left-handed way, we will say, to 

et the public housing units, look into it carefully before you get the 
District of Columbia Public Housing Authority to embark on appar- 
ently a new program of acquiring public housing units. 

Mr. Coit. May I interrupt a moment, Mr. Thomas, on that policy 
or on that proposed policy? 

The Public Housing Administration has not, as I understand it, 
embarked on such a program, but 1 must say that as Administrator 
as I view some of the problems in connection with public housing, I 
and the others in the agency, and I am sure Mr. Slusser, have been 
thinking of public housing in terms of the great institutions which 
have been built throughout the country and have had some concern 
about the fact that huge multistory developments have been set up 
and then become institutionalized. 

Assuming now—and I want this as an assumption—assuming the 
need, I have asked Mr. Slusser to examine the possibility of decen- 
tralizing—and that is the only word I can think of for the moment 
some of the public housing and not construct it all in great monolithic 
elevator type apartments. It seemed to make some sense from a 
cost point of view. 

Mr. Tuomas. That is in conflict with the 608 policy and the FHA, 
and so forth. People paying rent still live in big apartment buildings. 
Mr. Cote. It is a matter of policy. 
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I don’t know that any of them object to living in them, but it is 
a question of what the policy should be. Can we save money by 
doing it? 

Mr. Tuomas. I don’t know. 

Mr. Cote. I am asking these questions of myself. 

Mr. Tuomas. I doubt it. It has been our impression that the 
cheapest apartment buildings and the cheapest rent comes not in 
single-family units but in multifamily units. 

Mr. Cote. We are examining it from the point of view of whether 
we can save money. 

Mr. TxHomas. Getting back to the District of Columbia. They 
advertise, as newspaper articles are a form of advertisement, in order 
to keep the low-cost housing and subsidized rent problem always 
before the public. The District of Columbia is constantly growing, 
while Government employment has been stabilized for the last 2 
or 3 years—more people are coming in and the need for low-cost 
housing keeps developing. 

In other words, I think there is some connection between the num- 
ber of available low-cost housing units to the increase in population. 

As long as you keep op providing them you will keep on having 
additional people. 

Mr. VurseLut. The suggestion I made yesterday that it might be 
well to amend the Public Housing Act, and I realize we cannot do it 
in this committee, to withhold subsidies and completion of contracts 
unless the local housing authority requires s certification of each family 
by local public welfare bodies as in need of housing assistance prior 
to being made eligible for occupancy in public housing and receiving 
Federal subsidies, becomes more important. 

I take it you folks have made some examination out there, but I do 
not believe that in view of this high- -powered advertising to get people 
into these houses that you have been in possession of e nough F ifoste- 
tion, authoritative information, at the grassroots level before embark- 
ing on this project. 

I do not mean to say that embarking on this project has been ill- 
advised and wrong, but this public housing thing is so big that I think 
we have to keep it hedged in pretty closely or we will make consider- 
able number of mistakes, with resultant extravagance and a waste of 
money where we might ‘do better if we keep close guidance of this 
situation by law as well as by supervision. 





























OCCUPANCY REQUIREMENTS AND INCOME LIMITS IN ST. LOUIS 

















When we pass this phase of it here, I would like to hand over to 
yout the occupancy requirements and limitations, and so forth, for 
your observance and possibly some explanation. 

It would seem to me that this list giving the price ranges of those 
who will be eligible for low-rent housing tends to get away from the 
original purpose of the act which was more along the welfare line to 
house the people who could not house themselves. It would seem to 
me, from fading over this list of the amount of money that can be 
earned and still enjoy public housing, that people are being housed and 
will be housed who are not really in the low-income group to the extent 
that it would conform to the purpose of the act as originally written. 
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There is quite a long list here, running up to as high as $8,061 to 
$8,125 of earnings and still be able to enjoy public housing in that 
particular large building. 

I might say I am confident you will find that that is a copy of the 
schedule which was officially shown as the worksheet for that public 
housing as of the date that appears thereon. 

Mr. Curriz. You are right, sir. This is a schedule of rents. The 
occupancy limits as set by the Administration for the St. Louis 
Housing Authority for continued occupancy is $4,600 for 5 or more 
persons. 

Mr. Vurseuu. At the top of the sheet 

Mr. Curriz. The continued occupancy limit is arrived at by the 
gross income of the family less the statutory deductions for dependents, 
minors, and so on, to arrive at a net income. 

The net income is above the continued occupancy limit the tenant 
is required to earn. 

During the period subsequent to that rent is charged for overincome 
tenants based on this rent schedule, depending upon the type of apart- 
ment they occupy. 

Mr. Vursewu. That is the only copy that I have right now and it 
makes it a little inconvenient, but why do you go up to $6,000, $7,000, 
$8,000? Was there ever any idea that you could house persons at 
those prices equitably? 

Mr. Currie. Continued occupancy limit for 5 or more persons is 
$4,600. 

Mr. Vursevyi. Why do you have the $8,000 there? 

Mr. Currisz. But the rent being charged is based on income, and 
they set up a schedule for those who are included. It is true there are 
occasions where families have an income where the rent as computed 
exceeds the limitation. The rent is charged during the period that 
they are in there on the basis of this particular se chedule, but if they 
exceed the limitation they are requested to vacate the unit. 

Mr. Tuomas. Why ask them to vacate if you advertise for people 
who make more than $7,500? 

Mr. VurseEuu. It seems to me that your worksheet there, if you do 
not intend to keep housing those people with that income, it seems to 
me that your representations there are certainly misleading. 

Mr. Curris. Admission limit is $3,700 for a family of 5 or more 
persons. 

Mr. Vurse.u. Now is it not a fact that you have found numerous 
occasions all over this country where people have been housed right 
along regularly earning $6,000 to $7,000 and $8,000 and have continued 
unmolested? 

Mr. Curriz. Sir, I would not say there are no such cases. We 
recognize there are cases of overincome limits. We ask the housing 
authority to get them out of the projects to make the projects avail- 
able for those persons who are within the income limits. 

We do have the operating problem that while they are in there they 
should pay a rent which is commensurate with their income. 

In other words, this is a worktable for the authority to compute rents 
based on income. This table does not reflect the income limits of the 
authority or the income limits under which they operate. 

Mr. Vurse.u. It would seem to me as though you wasted a lot of 
time and had a lot of figures put in there which would rather com- 
pletely confuse anyone who was really looking for information. 
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I don’t know when this new worktable was put in there, but I 
notice on January 1, it is dated supposedly on January 1, that you 
have stricken out the second sheet. I am wondering if that January 1 
stayed there or if it was a later date? There might have been a mis- 
take in dating it by the same organization. There is additional fine 
print here which does not do it any good by way of clarification. 

Mr. Chairman, do you want to look at that and then pass it over 
to the Commissioner? That is a more recent tabulation. 

Mr. Jonas. I understood the Commissioner to say that if families 
above the income limits are found to be occupying public housing 
units they are, while they occupy those units, required to pay rents 
commensurate with their earnings? 

Mr. Currir. That is right. 

Mr. Jonas. On the second page of that table you have a ceiling 
and you say under no circumstances will rent above those ceilings 
ever be charged. You mention $96 a month there as the highest 
amount in the table. Therefore your stateraent would have to be 
qualified. They would pay rent commensurate with their earnings 
provided the rent shall in no event exceed those limits. Is that not 
true? 

Mr. Currie. Based on their income, sir. 

Mr. Jonas. Regardless of their income. If vou have a family in a 
public housing unit, while occupany exists and income increases and 
they get above the maximums, you still tell the housing authority that 
they cannot charge rent above those maximums. Doesn’t it say that? 

Mr. Currie. The housing authority appears to have adopted 
ceiling on rent. 

Mr. Jonas. Did you understand my question, sir? Do you see 
the table there to which I refer? 

Mr. Currik. The ceiling rent table to which you refer? 

Mr. Jonas. Yes. 

Mr. Currie (reading): 

In no case shall the rent of any dwelling unit exceed the following amounts 
which have been determined as the rent of comparable housing in the area. 

Mr. Jonas. You say there that in no event will rents exceed those 
ceilings without regard to income. 

Mr. Currie. That has been determined to be the comparable 
economic rent in the community. 

Mr. Jonas. You don’t tie it into income in that statement. 











BASIS FOR OCCUPANCY BY OVERINCOME FAMILIES 








Mr. Davern. Our contract with the local authorities leaves it to 
the local authorities to determine whether they will continue a per- 
centage rent on overincome tenants or a percentage rent up to what 
is an economic rent for the project. 

Apparently the St. Louis Housing Authority has in this schedule 
elected to go to what is an economic rent, $96 representing the eco- 
nomic rent for the project. 

In all probability, $96 is an economic rent for the project. 

Some housing authorities put a penalty on it. When a tenant goes 
over, they keep charging that 20 percent of income right on up to where 
it becomes @ penalty, with a view of getting them out. 
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In Montana we constantly get problems of that type because the 
copper miners out there during unemployment periods get into these 
rojects. They draw terrific wages when they go to work, and the 
ocal housing authority extracts that 20 percent from them to get 
them out, and they pay a terrific rent if they stay in. 

There are three possibilities for an overincome tenant to get into 
these projects. Taking St. Louis as a case, there are three possibilities 
for a tenant to be in that project where their income is over the maxi- 
mum of $4,600 for a 5-unit family. 

One is a maintenance employee whose residence there is necessary 
to keep the project going. He might be admitted. We find one of 
those in the St. Louis program. 

Of course, he would pay an economic rent. 

Another is through this statute—a statute which provides that the 
local authorities do not have to consider disability payments for 
veterans. Therefore you might get a family whose regular earnings 
are $4,000 a year and whose disability payments run several thousand 
dollars more. We have to take care of those under the law. 

The third one is where the family goes into the project with an 
income within the limitations and after a few years their circum- 
stances improve and their income begins to exceed the limitations. 

In those cases the local authorities give them notices immediately 
to vacate, but they do not ruthlessly evict them on the first day. 

During the periods that the tenant is permitted to stay in the project 
after his notice to vacate they assess rents either on a percentage basis 
of 20 percent of his income or on a percentage basis with an economic 
ceiling. 

OCCUPANCY SITUATION IN ST. LOUIS PROJECT 


Mr. Vursetu. Could you place in the record the number of units 
now occupied in this particular housing authority and the number of 
units that are vacant as of the present time or as of January 1 so we 
can find out what the occupancy is there if you do not know at the 
present time? 

Mr. Currin. Yes, we will provide that information. 

Mr. Frantz. Were you asking about all projects in St. Louis or 
only about those in this advertisement? 

Mr. Vurse.u. Those particular projects being advertised at the 
present time. 

Mr. Franrz. Some of these apparently are not yet complete. 

Mr. Vursetu. Then, Mr. Chairman, I would like to ask that the 
exhibit A which I handed forth might be made part of the record of the 
hearings. 

Mr. Tuomas. It isso ordered. 

(The information referred to is as follows:) 
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Low Rent Pusiic Houstne Progects, St. Louis, Mo. 
The occupancy situation as of February 20, 1957, was reported to be as follows: 


St. Louis, Mo. 














| ) 
Project No. Cie con tm Number of | Available for| Initial occu- Occupied | Vacant 
units occupancy pancy date 
BE chee eeaer dicwtipooccccnpnamne 1, 736 | 1,736 | Oct. 8, 1954 1, 678 sf 58 
ile hits thane ddietbosncedash hon 1, 132 1,126 | Jan. 15,1955 | 1,111 | 15 
Wi. dhidudeues duis ebotoccokhediee 656 46 | Feb. 13, 1957 | 25 21 
0 adit O60n0 0084 .Cbabacnateianane | 656 | 440 | Jan. 15, 1957 | 282 | } 158 





Note.—The local authority has a total of 5,248 applications on hand, 1,593 of which are considered active. 
Applications are received at the rate of 400 to 500 per month, and between 150 and 200 new tenants move in 
per month. 


Admission and continued occupancy limits effective July 1, 1956—St. Louis Housing 
Authority, all projects 





| | 
Family size 2 persons | 3 or 4 | Sor more 
| persons | persons 
ING BRIE SE i ne ahd Gb hE i eect eden $3, 000 | $3, 300 $3, 700 


Continued occupancy limit 3, 750 | 4, 100 








For the sole purpose of determining eligibility for admission, a $100 exemption 
will be allowed for each minor dependent. No other exemptions will be made 
except disability payments for service-connected disability when paid by the 
United States Government, which is also exempted for continued occupancy. 
For the sole purpose of determining eligibility for continued occupancy, a $100 
exemption will be allowed for each minor dependent, or an amount equal to all 
of the income of such minor less any deductions which were taken into account in 
determining the net family income, whichever is greater. No head of a family or 
his wife or her husband shall be considered as being a minor even though they are 
under 21 years of age. 





Gross and contract rent 
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Schedule of rents 


No minor 
dependents 


| Up to $1,485 


_.| $1,486 to $1,540 
.-| $1,541 to $1,595 


$1,596 to $1,650 


__| $1,651 to $1,705 


$1,706 to $1,760 


-.| $1,761 to $1,815- 


| $1, 816 to $1,870 
$1,871 to $1,925 
$1,926 to $1,980 
| $1,981 to $2,035 
| $2,036 to $2,090 


-| $2,091 to $2,145 


$2,146 to $2,200 
| $2,201 to $2,255 
$2,256 to $2,310 
$2,311 to $2,365 
$2,366 to $2,420 
$2,421 to $2,475 
| $2,476 to $2,55 
$2,531 to $2,585 
$2,586 to $2,640 


| $2,641 to $2,695. - 


$2,696 to $2,750 


$2,806 to $2,860 
$2,861 to $2,915 
$2,916 to $2,970 
$2,971 to $3,025 
$3,026 to $3,080 
$3,081 to $3,135 
$3,136 to $3,190 
$3,191 to $3,245 
$3,246 to $3,300 
$3,301 to $3,355 
$3,356 to $3,410 
$3,411 to $3,465 
| $3,466 to $3,520 
$3,521 to $3,575 
| $3,576 to $3,630 
| $3,681 to $3,685 
$3,686 to $3,740 
$3,741 to $3,795 
$3,796 to $3,850 
$3,851 to $3,905 
$3,906 to $3,960 
$3,961 to $4,015 
$4,016 to $4,070 
$4,071 to $4,125 
$4,126 to $4,180 
£4,181 to $4,235 
$4,236 to $4,290 
4,291 to $4,345 
$4, 246 to $4,400 
$4,401 to $4,455 
$4,446 to $4,510 
$4,511 to $4,565 
$4,566 to $4,620 
$4,621 to $4,675 
£4,676 to $4,730 
$4,731 to $4,785 
$4,786 to $4,840 
$4,241 to $4,895 
$4,896 to $4,950 
$4,951 to $4,005 
$5,006 to $5,060 
$5,061 to $5,115 
$5,116 to ag lnd 
85,171 to $5, 
226 to $5, 280 


$5,446 to $5 , "500 
$5,501 to $5,555 
$5,556 to $5,610 
$5,611 to $5,665 
$5,666 to $5,720 
$5,721 to $5,775 
| $5,776 to $5,830 
$5,831 to $5,885 
$5,886 to $5,940 


1 to 2 minor 
dependents 


Up to $1,620 
$1,621 to $1,680 
$1,681 to $1,740 


-| $1,741 to $1,800 
| $1,801 to $1,860 


$1,861 to $1,920 
$1,921 to $1,980 
$1,981 to $2,040 


-| $2,041 to $2,100 
| $2,101 to $2,160 


$2,161 to $2,220 


to $2,340 
to $2,400 
to $2,460 
to $2, 520 
to $ 

to $2,640 
to $2,700 
to $2,760 


to $2,820_- ie 


to $2,880. - 
to $2,940 
to $3,000 
to $3,060 
to $3,120 
to $3,180 
to $3,240 
to $3,300 
$3,301 to $3,360 
$3,361 to $3,420 


_| $3,421 to $3,480 


$3,481 to $3,540 
$3,541 to $3,600 


_| $3,601 to $3,660 


$3,661 to $3,720 
$3,721 to $3,780 
$3,781 to $3,840 
$3,841 to $3,900 
$3,901 to $3,960 
$3,961 to $4,020 
$4,021 to $4,080 
$4,071 to $4,140 
$4,141 to $4,200 
$4,201 to $4,260 
$4,261 to $4,320 
$4,321 to $4,380 
$4,381 to $4,440 
$4,441 to $4,500 
$4,501 to $4,560 
$4,561 to $4,620 
$4,621 to $4,680 
$4,681 to $4,740 
$4,741 to $4,800 
$4. S01 to $4,860 
$4,861 to $4,920 
$4,921 to $4,950 
$4,981 to $5,040 
$5,041 to $5,100 
$5,101 to $5, 
$5,161 to $ 
$5,221 to$ 
$5,281 to $ 
$5,341 to $ 
$5,401 to $ 
. to $5,5% 
to $ 
to & 
to $5,7 
to $5,760 
to $5,820 
to $5,880 
to $5,940 
to $6,000 
$6,001 to $6,060 
$6,061 to $6,120 
$6,121 to $6,180 
$6,181 to $6,240 


| $6,241 to $6,300 


$6,301 to $6,360 
| $6,361 to $6,420 


ae $6,421 to $6,480 


| 3 or more minor 


dependents 


Up to $1,775. 
$1,756 to $1,820. 


_| $1,821 to $1,885. 


$1,886 to $1,950. 
$1,951 to $2,015, 
$2,016 to $2,080. 
$2,081 to $2,145. 
$2,146 to $2,210 
$3 $2,275. 

$2,340. 

$2,405. 


$2, 861 to $2,925. 
$2,926 to $2,900. 
$2 2,991 to $3,055. 
Of $3, 1 20. 
$3,1: 21 to$ 
$3,186 to $3, 
$3,251 to . 
$3,316 to $3, 380. 
$3,381 to $3,445. 
$3,446 to $3,510. 
$3,511 to A 
$3,576 to $3,640. 
$3,641 to $3,705. 
$3,706 to $3,770. 
$3,771 to $3,835. 
$3,836 to $3,900. 
$3,901 to $3,965. 
$3,966 to $4,030. 
$4,031 to $4,095. 
$4,096 to $4,160. 
$4,161 to $4,225. 
$4,226 to $4,290. 
$4,291 to $4,355. 
$4,356 to $4,420. 
$4,421 to $4,485. 
$4,4°6 to $4,550. 
$4,551 to $4,615. 
$4,616 to $4,680. 
$4,681 to $4,745 
£4,746 to $4,810 
$4,811 to $4,875 
£4,876 to $4,940 
$4,‘ $5,005. 
&: : 


526 to § 

"591 to 35,6¢ 
$5,656 to $5.72 
$5,721 to $5,7° 
$5,786 to $5,85 
$5, °51 to $f 
$5,916 to $5,980. 
$5,981 to $6,045. 
$6,046 to $6,110. 
$6,111 to $6,175. 
$6,176 to $6,240. 
$6,241 to $6,305. 
$6,306 to $6,370. 
$6,371 to $6,435. 

1,436 to $6,500. 
$6, 01 to $6,565 
$6,566 to $6,630. 
$6,631 to $6,695 

| $6,696 to $6,760. 
| $6,761 to 36, 825. 


“| $6,826 to $ 


$6,891 to $6" 55. 
$6,956 to $7,020. 
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Schedule of rents—Continued 


Gross and contract rent No minor 1 to 2 minor 3 or more minor 

dependents dependents dependents 
$109....__- ie | $5,941 to $5,995 | $6,481 to $6.540. ___| $7,021 to $7,085. 
SEE on oss ; $5,996 to $6,050 | $6,541 to $6,600____| $7,086 to $7,150. 
Sear ssee Beso is: et ; | $6,051 to $6,105 | $6,601 to $6,660 | $7,151 to $7,215. 
> Y alte ‘ : $6,106 to $6,160. _ ._| $6,661 to $6,720 | $7,216 to $7,280. 
Gris... | $6,161 to $6,215 | $6,721 to $6,780 3, 281 to $7,345. 
a ee $6,216 to $6,270 | $6,781 to $6,840 | $7,346 to $7,410. 
BR ous $6,271 to $6,325. ___| $6,841 to $6,900 $7, 411 to $7,475. 
$116__- ae | $6,326 to $6,380. ___| $6,901 to $6,960 $7,476 to $7,540. 
$117____- ol $6,381 to $6,435 .| $6,961 to $7,020 $7,541 to $7,605. 
$118 : | $6,436 to $6,490 | $7,021 to $7,080 | $7,606 to $7,670. 
$119 j t | $6,491 to $6,545 | $7,081 to $7,140 $7,671 to $7,735. 
$120_-- $6,546 to $6,600 | $7,141 to $7,200 $7,736 to $7,800. 
$121__- $6,601 to $6,655 | $7,201 to $7,260 $7,801 to $7,865. 
$122 ; $6,656 to $6,710 | $7,261 to $7,320 | $7,866 to $7,930. 
$123__. $6,711 to $6,765 | $7,321 to $7,380 $7,931 to $7,995. 
SIG iia: $6,766 to $6,820 | $7,381 to $7,440 | $7,996 to $8,060. 
ek... | $6,821 to $6,875. __| $7,441 to $7,500 $8,061 to $8,125. 


CEILING RENTS 


In no ease shall the rent of any dwelling unit exceed the following amounts, 
which have been determined as the rents of comparable privately owned housing 
in the area: 


Per month Per month 
l-bedroom unit : ‘ $65 | 4-bedroom unit $110 
2-bedroom unit 76 | 5-bedroom unit 125 
3-bedroom unit 94 | 


ADVERTISING FOR TENANTS 


Mr. Jonas. I would like to know if you know of any other cases 
in the United States where local housing authorities have advertised 
for tenants? 

Mr. Currie. There have been cases in the past. 

Mr. Jonas. Do you have records available showing where that 
condition exists? 

Mr. Currie. I am quite certain we can search our files on that. 

Mr. Jonas. How many instances of that sort would you say we 
have had? 

Mr. Currie. Of my personal knowledge since I have been Deputy 
Commissioner there are very few of them. I can think of only one 
offhand at the present moment. 

Mr. Jonas. In addition to St. Louis? 

Mr. Currie. Yes, sir. 

Mr. Jonas. Where was that? 

Mr. Curriz. Somewhere in eastern Connecticut as I recall it where 
they had inserted an advertisement in the paper for rental of the units. 

Mr. Vursetu. I presume you have the authority to delegate the 
policymaking to the housing authority referred to by Mr. Davern as 
to the rental situation? In other words, you would have to approve 
any delegation of power which you gave to the local housing authority 
to which he referred, or is that important in any way? 

Mr. Currie. We approve the income limits established for the 
authority, and the rent schedule which applies to those income limits. 
Those are submitted to the Public Housing Administration and are 
approved. 

Mr. Vurse.u. For the benefit of the record, in looking over this 
exhibit, the worksheet, vou are telling us that people who earn $6,000, 
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$7,000, $8,000 are not being housed at the present time in this author- 
ity so far as you know? 

Mr. Curriz. So far as I know that is right, sir, with those excep- 
tions of persons being in the projects whose incomes are over the 
income limit. I wouldn’t know that unless a study were made of 
the present occupancy in the projec ts. 

Mr. Vurse.u. In other words, it is your purpose to hold fast to 
the original policy which Congress had in the Housing Act, that it 
is for people of low incomes? 

Mr. Currir. That is right, sir. 

Mr. Vurse.u. I wanted to bring this to the attention of the 
Administrator and those in charge of this situation. Of course, I do 
it rather reluctantly. 

Mr. Curnrir. We are happy to have it brought to our attention. 

Mr. VurseLu. Because I do think there have been very great im- 

rovements made in trying to stop some abuses, trying to plug some 
eaks, and under the direction of Mr. Cole, the Administrator, and 
others cooperating with him, from what was a bad situation | think vou 
are doing a good lob. 

I do think in cooperation with the Congress that the Administrator 
and others ought to aid in tying down this ac t, slowing it down. 

I was reading some of the things happening with reference to the 
amount of requests you got for this col ege subsidy, and it led me to 
believe that if the Congress had known that big w ealthy institutions 
were going to come in for so much of this mone y with such a drain on 
the Government that we probably would have been a little slower in 
writing the act and liberalizing the provisions of the act. 

I think I noticed that you say in your justification for 1958 that 
practically none of the bonds will be bought by outside investors. 

Mr. Coxe. Speaking of the college housing program; that is right. 

Mr. Jonas. In 1958 you mean? 

Mr. VursE.u. Yes, sir. 
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Mr. Jonas. What is the situation in Trumbull Park, Chicago, 
where they had the big riots? 

Mr. Currie. I have nothing current there. I didn’t know there 
was any current problem there. 

Mr. Jonas. I have a clipping from the Chicago Tribune of March 
31, 1956, which I will quote: 

Police Commissioner O’Connor said yesterday the situation at Trumbull Park 
Homes, 106th Street and Bensley Avenue, now is the best since racial disturbances 
broke out there in July of 1953. 

Currently only 93 policemen are detailed there, he said. There were 250 
detailed at the project most of last year. At one time, shortly after the out- 
break, there were 1,200 policemen in the area. About 600 men were there during 
the last half of 1953. There are 35 Negro families in the project. Some residents 
still ask police escorts when they arrive or depart, O’Connor said, 


Mr. Coue. I think I can answer that, Mr. Jonas. If Mr. Currie 
has any additional information that I do not have I would be glad 
to have him add to it. 

I became quite interested in and concerned about the Trumbull 
Park riots when they occurred, and as they continued to occur. 
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As Administrator I thought it was my responsibility to do what 
I could to alleviate this situation. 

Historically, if you are interested in the situation, it is my judg- 
ment that the local public housing authority erred in their approach 
to the problem of attempting to set up an integrated housing develop- 
ment in that particular area. It came about through the admission 
of one family. The rest of the occupants of the development did 
know that this family was to enter the project, and apparently the 

people in the neighborhood, as well as the people in the project, 
very vigorously resented it, and the local authority, having made 
in my judgment the error of not laying the eroundwork if they were 
to carry out such a program, felt that they had to make the best of 
a bad situation. It was a very, very bad situation. 

Mr. Jonas. It must have been, to require 500 policemen. 

Mr. Coxe. It was terrible. Chicago does have integrated projects 
there other than this one and they have segregated projects. The 
point I make is that a certain locality, even in a certain city, can 
accept it, whereas another locality in the same city will not accept it. 

Mr. Jonas. How about the project? Is it full now? 

Mr. Coir. Well, I do not have a recent report. My guess is the 
situation has settled down because we do not get any reports on it or 
any criticisms on it. 

Do vou receive any reports on that, Mr. Currie? 

Mr. Currit. No, sir; we have no recent reports. 

Mr. Jonas. It apparently has greatly improved as they only use 96 
policemen out there now. 

Mr. Conu. That is still an indication that it has not completely 
been settled. 

Mr. Jonas. I think the committee might like to know what the 
situation is with regard to occupancy of that project. Would that 
be proper, Mr. Chairman? 

Mr. Tuomas. Yes, sir; let him insert that information into the 
record, 

Mir. Cote. We shall be glad to do so. 

The information requested follows:) 

















Trumbull Park, project No. ILL-2-25, Chicago, Ill. 


TN EE OE OI i. th ap Sennett aelvtiieenntahis tene wre: sien 454 
Number of units oceupied on a ray cali tnd I A ih il Mb 454 


The Trumbull Park, project No. fies at was fully occupied on February 1, 
1957. It is impossible to give the number of applications for Trumbull. Park 
alone since they are not taken for specific projects. However,.there are presently 
4,473 active applications on hand for the entire Chicago Housing Authority pro- 
gram. Only 35 of the total 13,523 units in the entire program are vacant. 


COURT RULING ON INTEGRATION IN PUBLIC HOUSING 








Mr. Jonas. I have one other question on this particular phase of 
public housing: 

Will the decision of the Fifth Circuit Court in the Savannah, Ga., 
case have any effect on your plans for future projects? 

Will that reduce the number of applicants you anticipate? 

Mr. Coxe. Of course, Mr. Jonas, a court decision is not rendered 
final until it has had its final decree and until it has been determined 
by a court of last resort. 
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I think you are aware, and I think all of us are aware, that a decision 
of a court of last resort on this problem will have a vital impact upon 
the public-housing program. I do not believe we are in a position 
today to say just what that impact will be, but it would be very 
unrealistic for us to say that it will not have an impact on the program. 

Mr. Jonas. Well, specifically, since that decision of the Fifth Circuit 
Court was handed down, has there been any noticeable diminution in 
the number of applicants or applications received from the South? 

Mr. Tuomas. Why not put the crux of the decision in the record 
at this point? 

Mr. Jonas. The Fifth Circuit Court handed down a decision which, 
held, I am informed, that segregation could not exist in public housing 
units. That decision reversed a district court decision to the effect 
that segregated units were possible. 

Mr. Davern. Sir, the decision did not go that far. There was 
dictum in the decision that indicated the conclusions as you have 
stated them, but actually the case went off on two technical ques- 
tions—a jurisdiction question and another question. They reversed 
the lower court and sent the case back for retrial in the district court, 
and it has been docketed and will be retried in the district court. 

The decision did not reach the question of whether segregation was 
illegal per se, although dictum in the case pointed in that direction. 

Mr. Jonas. Has there been any change in the rate of applicants? 


Mr. Currier. No, sir. 
DARST HOUSING PROJECT 


Mr. Vursevi. Mr. Chairman, in closing my remarks with reference 
to public housing, the question we have been discussing, I would like 
to read into the record a very brief statement from the St. Louis 
Post-Dispatch of Fridav, June 25, 1954, in which they discuss the 
Darst Housing project, and the ones that are being considered here 
this morning from a rental standpoint. 

Mr. Tuomas. Insert it in the record at this point, Mr. Vursell. 

Mr. Vursevu. All right. I will insert it in the record, with the 
comment that it raises the question that Mr. Thomas, our chairman, 
raised a moment ago, about the wisdom of the policy of building these 
skyscraper buildings, and it raises a further question in my mind as 
to whether or not the people who finally live in these buildings—if 
they live in these buildings—will feel rather out of place. 

It is an amazing story of luxury apartment building and I will pass 
it on to you, Mr. Chairman, for your observation. 

Mr. Tuomas. We will insert it into the record at this point. 

(The matter referred to follows: ) 


{St. Louis Post-Dispatch, June 25, 1954] 
BUILDING OF Darst HovusinG Prosect Brains as Founpations ARE PouRED 
TWO NINE-STORY APARTMENT HOUSES NEAR PARK AVENUE, 13TH STREET ARE FIRST 


Construction of the Joseph M. Darst apartments, public housing project which 
replace a slum east of City Hospital, has begun, it was announced today by 
John J. O’Toole, executive director of the St. Louis Housing Authority. 

Although a few of the old buildings on the 25-acre site remain to be torn down, 
MacDonald Construction Co. workmen have begun pouring conerete for the 
wall foundations of 2 nine-story apartments near Park Avenue and 13th Street. 
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Plans for the project, named after the late mayor of St. Louis, originally called 
for 1,200 apartments, but in the curtailed public-housing program authorized by 
Congress for 1953-54, funds for only 660 units are available. If additional funds 
are voted, a second phase to complete the project will be undertaken. 

The first phase, scheduled for completion in the spring of 1956, calls for 4 nine- 
story buildings of unusual design. Y-shaped structures will provide ‘‘cores”’ 
housing all service facilities at the apex of the Y. Each building will be separated 
into units connected by a series of open-air balconies at each floor. Every 
balcony will serve as the entrance, and provide an outdoor breathing spot, for a 
cluster of four apartments. 

Elevators will operate on a ‘‘skip-stop”’ system for economy, with stops only 
at the first, fifth, and eighth floors. A day nursery, outdoor sitting areas and 
playgrounds will be provided. 

Tota) development cost of the first phase will be $9,353,772, with a $14,173 cost 
per dwelling unit. The 660 apartments will cover 14 percent of a 14-acre tract 
in the area bounded by Lafayette Avenue and Hickory, 12th and 14th Streets. 
They will replace 400 substandard dwellings, some of which were 100 years old. 

Mr. Tuomas. Gentlemen, thank you for coming over, but before 
you go, I believe Mr. Jonas has a question which he would like to 
give you, and which Mr. Ostertag of this subcommittee asked him to 
propound to you in his behalf. 

Mr. Jonas, suppose, you read the question into the record, and then 
they can furnish the answer later. 


SITUATION AT COHOES, N. Y. 


Mr. Jonas. I was asked by our colleague, Mr. Ostertag of New 
York, to make inquiry of the Commissioner on the situation with 
reference to a public-housing project in Cohoes, N. Y. 

He based his question on news articles which indicate that the city 
council of that city twice rejected sites chosen by the Housing 
Authority for 165 public housing units which were supposed to cost 
$2 million, and also the statement in the press that the local housing 
authority will automatically be disbanded under State law at midnight 
on March 26. 

It was further stated in the paper that the Public Housing Admin- 
istration has a more than $40,000 to the housing authority 
in that city in New York, and in view of the apparent failure to produce 
a project, what, if any, steps have been taken to impound the unused 
money or reclaim the $44,000 in order to keep it from being lost? 

Mr. Currie. I shall be glad to submit for the record a chronology 
for the project, and the amount of money that had been advanced. 

Mr. Jonas. Will you include a statement indicating what is going 
to happen to the $44,000 which has already been advanced? 

Mr. Currie. Yes, sir. 

Mr. Jonas. Also, what steps are taken, or will be taken, to impound 
or take out of the reservation for this project the $2 million that 
apparently was reserved. 

Mr. Currig. Yes, sir. 

(The information requested follows :) 


Status or Low Rent Pustic Housinc Project No. NY 22-1, Conogs, N. Y- 


The Cohoers Housing Authority of Cohoes, N. Y., was created on March 25, 
1952, and the Public Housing Administration established the original program 
reservation on May 9, 1952. 

Low-rent housing projects processed under the provisions of the United States 
Housing Act of 1937 as amended are initiated, developed, owned, and operated 
by the local housing authority. Prior to Federal aid, the local governing body 
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must approve the application for Federal assistance and enter into a cooperation 
agreement with the local housing authority. The application for Federal aid 
must be accompanied by evidence of such need in the community for low-rent 
housing for families in the lowest income groups who cannot afford to buy or rent 
decent private housing. 

The selection of sites for such projects is the responsibility of the local housing 
authority together with other local jurisdictional bodies. While the Federal 
Government is required to concur in sites selected, it is primarily concerned with 
the economic and feasibility factors involved. 

Public Housing Administration records reveal that on April 15, 1952, the Com- 
mon Council of Cohoes by resolution approved the application of the local housing 
authority for a preliminary loan. On May 16, 1952, the common council by reso- 
lution entered into a cooperation agreement with the local housing authority and 
declared a need for low-rent housing. On August 2, 1952 a preliminary loan 
contract was executed and on January 3, 1956, the common council met and 
reaffirmed the need of low-rent housing in the city. 

The city of Cohoes having complied with all requisites of the United States 
Housing Act, as amended, an annual contributions contract covering the 165-unit 

roject (NY 22-1) was executed by the Cohoes Housing Authority and the Public 
ousing Administration on July 24, 1956. The maximum development cost for 
the project is established at $2.3 million by the annual contributions contract. 

Advances of funds in the amount of $35,620.50 were made to the Cohoes Hous- 
ing Authority by Public Housing Authority under the preliminary loan contract 
approved by the Cohoes Common Council on April 15, 1952, and executed by 
PHA on August 2, 1952. Subsequent advances under the preliminary loan and 
annual contributions contracts have brought the total to $80,079. These funds 
are loaned to the local housing authority for architectural, engineering, and other 
planning work, and for site selection and acquisition. 

Difficulty has been experienced in finding an acceptable site for development of 
project No. NY 22-1. Two sites have been selected and local objection developed 
in both instances. The present site was rezoned by the common council on 
December 18, 1956, to permit construction of the project. We are advised that 
on February 11, 1957, a resolution was introduced by the city council to rescind 
this zoning action. We also are advised that a public hearing on the resolution 
has been scheduled for March 12, 1957. 

Under the terms of its charter, the local housing authority cannot be dissolved 
so long as it has the outstanding preliminary loan obligation to Public Housing 
Administration. If the project is abandoned, PHA will recover all unexpended 
balance of the preliminary loan and will take title to assets acquired with the ex- 
pended funds. Action then will be taken to recover from the local housing author- 
ity any remaining balance of the loan. 

The New York regional office of Public Housing Administration advises that 
Cohoes Housing Authority officials state that low-rent public housing is needed by 
the city and that efforts now are underway to find an acceptable substitute site 
for the project. 


Mr. Jonas. That is all, Mr. Chairman, 









































GAO AUDIT FINDINGS 










Mr. Tuomas. Before we close this record, we will insert certain 
audit findings which the committee has received from the General 
Accounting Office, and we will ask that you insert a comment or reply 
with respect to each of those items, so that the facts may be fully 
available in the record. 

Mr. Currir. We will do that, Mr. Chairman. 

(The material referred to is as follows:) 

The following excerpts affecting programs of the Public Housing Administra- 
tion are from a report of the General Accounting Office to the House Appropria- 
tions Committee dated February 19, 1957, and entitled “Significant Findings 
Developed by the General Accounting Office During the Course of Audits and 
Other Examinations—Part I]1I—Housing and Home Finance Agency.” 
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Hovstna anp Home Finance*Acency, Pustrc Houstna ApMINIsTRATION, Low- 
Rent Hovusina PRoGRAM 


GENERAL 


Local housing authorities generally are created by the respective States. Their 
primary function is the construction and operation of public low-rent housing 
projects in order to provide decent, safe, and sanitary housing for families of low 
income and, in conjunction therewith, to help reduce slums by the elimination 
of congested and unsanitary housing. 

The authorities operate the projects in accordance with annual contributions 
contracts with the Public Housing Administration. Under the contracts PHA 
is required to make annual contributions, subject to maximum limitations, for 
the retirement of the authorities’ bonds and temporary notes (issued to finance 
project development costs) and for the payment of accrued interest thereon. 

The maximum annual contribution by PHA to an authority is reduced by resid- 
ual receipts, if any, derived from the projects’ operations. To the extent that an 
authority incurs unnecessary expenses or fails to realize all available income, 
residual receipts are decreased and PHA’s annual contribution is increased. 


PAYMENT OF EXCESSIVE OPTION NEGOTIATION FEES 


The Housing Authority of the City of Galveston, Tex., entered into an option 
negotiation contract whereby the authority paid over $6,000 in option negotiator’s 
fees for 1 option on land costing $2,350. The maximum fee under PHA’s regula- 
tions should have been $71.25 although the form prescribed by PHA when the 
contract was entered into did permit payment on parcels where, in the case of 
condemnation, the option negotiators materially assisted in the settlement of the 
condemnation action. 

On the 25 parcels under contract, 24 were acquired by condemnation proceed- 
ings which, in many cases, proceeded to actual trial and jury verdict or were 
compromised after the filing of the suit. The authority determined that the 
option negotiator had been of material assistance in all 24 condemnation cases 
and paid him accordingly. 

In a letter dated December 19, 1956, we were informed by the PHA Commis- 
sioner that: 

‘““* * * the local authority on September 30, 1956, reimbursed its low-rent 
housing program in the sum of $10,143.94 paid this option negotiator in con- 
nection with this project and fanother project]. * * * Thus, their regularity in 
question has been corrected with no loss to the Federal Government.”’ 

Also, the PHA-recommended proposal for securing options was revised in 


1955 to eliminate the provision for payments on parcels for which no options were 
obtained. 


PHA comment 


The contract under which the Housing Authority of the City of Galveston, Tez., 
paid approximately $6,000 in negotiators’ fees was entered into on July 20, 1950. 
The contract provided that the negotiator would be paid a fee in cases where, pending 
a trial in condemnation, he materially assisted the attorney for the local authority in 
arriving at an amicable settlement of the case, the local authority making the deter- 
mination as to whether the negotiator had been of material assistance. In the opinion 
of the Public Housing Administration, the Housing Authority of the City of Galveston 
demonstrated that the policy was susceptible to abuse resulting in the payment of fees 
which were unjustified, and accordingly a revision of policy was adopted which 
prohibits the payment of negotiators’ fees in connection with any parcels for which 
condemnation proceedings are instituted. 

As indicated in the GAO report of significant findings, the local authority on Septem- 
ber 30, 1956 reimbursed its low-rent housing program in the sum of $10,143.94 paid 
the option negotiator in connection with the project in question and another project. 
Thus, the irregularity in question has been corrected with no loss to the Federal 
Government. 


PAYMENT OF EXCESSIVE APPRAISAL FEES 


PHA regulations provide that maximum compensation for appraisals shall be 
$15 per parcel plus $5 for each substantial building on a parcel in excess of one. 
The Denver Housing Authority executed an appraisal contract before submitting 
it to PHA in which the maximum fees were exceeded. The contract provided for 


88278—57—pt. 2——_53 
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i of $50 per parcel plus $20 for each substantial building on a parcel in excess 
of one. 

We were informed by the PHA Commissioner in a letter dated December 19, 
1956, that: 

‘‘We agree that the appraisal fees paid in connection with [this project] were 
excessive * * *, At the time of your audit, determination had already been 
made to require prevalidation of any appraisal contracts in connection with any 
future projects developed by this authority.” 


PHA Comment 


The language of PHA regulations relating to appraisal fees is as follows: 

“The compensation to be paid for appraisals shall be determined by the local 
authority, with due consideration of the requirements for economy in the development 
of the project, the appropriateness of the fee as related to the value of the property 
comprising the site, the extent to which the appraisal work may be repetitive, and fees 
paid by other local public agencies for comparable appraisals. Generally, a fee to 
each appraiser of $15 per parcel, plus $5 for each substantial building on a parcel 
in excess of one, should be the maximum compensation. However, in some cases 
such a fee would be excessive while in other instances a higher fee for specific parcels 
may be justified. If requested, the PHA land adviser who visits the locality and 
inspects the site will advise the local authority as to appraisal fees which are ap- 
propriate to the specific site.” 

Under the contracts between the Denver Housing Authority and 2 fee appraisers, 
each appraiser was paid $625 for furnishing appraisals on 25 parcels of land having 
a total appraised value of $133,250. The work was not repetitive, and the fee, while 
liberal, was not so grossly excessive as to warrant renegotiation of the contract. 

As indicated in the GAO report of significant findings, determination had already 
been made by PHA at the time of the GAO audit to require prevalidation of any 
appraisal contracts in connection with any future projects developed by this authority. 


FAILURE TO INVEST EXCESS FUNDS 


PHA requires local housing authorities to temporarily invest funds which will 
not be needed within a period of 90 days for the payment of development or operat- 
ing costs. In our reviews of numerous local housing authorities we found that 
excess funds totaling millions of dollars were not being invested as required. 

As a result of our inquiry, PHA issued a letter in May 1956 to all local authori- 
ties regarding the requirement to invest excess funds. We recommend that as 
part of the PHA project auditors’ program they regularly determine whether the 
local housing authorities are complying with this requirement. 


PHA comment 

The annual contributions contract between the Public Housing Administration and 
the local housing authorities requires that the local authorities invest all funds in excess 
of their prudently estimated needs for the next 90-day period. Public Housing Ad- 
ministration procedures are designed lo obtain compliance with this requirement of the 
contract. Following the instances reported in the General Accounting Office audit 
report, PHA issued a circular letter to all local authorities; and again on February 11, 
1957, we issued a letter reminding them of their responsibility to invest excess funds. 

We are instituting a new budget procedure which will require all local housing 
authorities to project thetr cash requirements and cash position by fiscal quarters and 
to control their expenditures accordingly. And we have instructed PHA auditors to 
give particular attention to verifying compliance with the requirement to invest excess 


funds. 

Mr. Tuomas. I want to thank you gentlemen from Public Housing 
for coming over. We will excuse you and tell you goodby. 

Mr. Curriz. Thank you. 
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FEDERAL NATIONAL MORTGAGE ASSOCIATION 


WITNESSES 


ALBERT M. COLE, ADMINISTRATOR, HOUSING AND HOME FINANCE 
AGENCY 

J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORT- 
GAGE ASSOCIATION 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER, HOUSING AND HOME 
FINANCE AGENCY 

WALTER C. HAND, BUDGET OFFICER, FEDERAL NATIONAL MORT- 
GAGE ASSOCIATION 


Program and financing 





i ! 
| 1956 actual | 1957 estimate | 1958 estimate 








Program by activities: 





1. Secondary market operations...................-...-- $953,105 | $1, 550, 000 $2, 450, 000 

2. Special assistance functions -- - secdenwes 5, 921 275, 000 650, 000 

3. Management and liquidating functions..........._--__. 2, 536, 681 2, 200, 000 2, 150, 000 

RUPE CORON ii 656 atin dekh sn ccbeevsdldbhudeceds 3, 495, 707 4, 025, 000 5, 250, 000 
Financing: : 

Unobligated balance no longer available. _.........._.._.. 454, 293 [own a------20--|oe-----eennnee 

Reeth cs... acsts cardiac ins ; 3,950,000 | 4,025, 000 | 5, 250, 000 


Accrued administrative expenses by objects 


1956 actual | 1957 estimate | 1958 estimate 
} 














Total number of positions... ..........- dukevvcducwsates Schott 663 827 | 827 

Average number of all employees_.......-..-.-- Aiba as 571.4 639. 8 787.3 

Number of employees at end of year_............-.-.-.----..- 573 800 | 790 

Average salaries and grades: | 

General schedule grades: 

PES, enn does cté<cedéasaguncepincnetawhieas $5, 313 $5, 105 | $5, 156 
NIN s Pah 8. nck ne cdueeunsctascaeh Diasaccats _Gb 6.7 GS-6.6 GS-6.6 

01 Personal services: 

Permanent positions. -_-__- citideenivdesadwonee $2, 956, 555 $3, 351, 500 | $4, 153, 200 

Regular pay above 52-week ONDE 4 ovesdionsoexdh-thaia | 11, 371 12, 850 | 16, 000 

Payment above basic rates__._- | At atesscdel en lowtscapaaeieh 

Excess of annual leave earned over annual leave taken. 14, 792 16, 750 20, 800 

Total personal services.............-..------------.- "2, 986, 756 3, 381, 100 | 4, 190, 000 
a eee heti enbssingapesicod= cocks «dts Gueieasee 106, 416 175, 000 225, 000 
03 Transportation GRE s Jase. consicnnsee Jainiclatlaccpillyteh 4, 211 5, 000 | 5, 000 
04 Communication services.............-.....-.-...---.-..-- 64, 797 72, 800 89, 100 
OS Tress GHG Utility services... .....- 2.5 c concn een neck 220, 118 258, 800 312, 900 
06 Printing and reproduction. ................-..---.-------- 31, 099 35, 000 | 42, 700 
07 Other contractual services: 

General Accounting Office audit ee be aagkihetebces 14, 000 18, 000 18, 000 
Miscellaneous contractual services_____- pe ttle 30, 138 33, 700 | 41, 500 
Payment to employees’ life insurance RETR, © 9, 637 12, 700 | 16, 100 

08 Supplies and materials... _- ithbtaspoccs 26, 672 29, 900 36, 700 
ll Grants, subsidies and contributions: Contribution to re- 
RINT SE. Settide scacotupiiiaaviesa ed datnavdenands | sabapbaehinidelondnicioansindi 270, 000 
15 Taxes and assessments (FIC A tax)_-......-...-.--.... 1, 863 3, 000 3, 000 
Total accrued administrative expenses._...............- 3, 495, 707 4, 025, 000 5, 250, 000 
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Mr. Txomas. We have with us this morning our old and valued 
friénds of the Federal National Mortgage Association—FNMA— 
and it is nice to see its President, Mr. Stanley Baughman, again, 
and the budget officer, Mr. Walter C. Hand. ; 

Mr. Baughman, you have a nice little statement for us, do you not? 

We would like for you to. tell us.about your program and give us, 
among other things, your idea of the money market and if it can get 
any tighter or, more specifically, if it is going to loosen up at any 
time soon. 

As the man says, ‘‘If there is any change, it is bound to be for the 
better.”” It cannot be any tighter. 

Will you please tell.us about your activities, and anything further 
which you want to talk to us about. ) 


GENERAL STATEMENT 


Mr. BaucuMan. Mr. Chairman, I do have a statement. 

I appreciate having this opportunity to discuss FNMA’s budget 
estimates for fiscal year 1958. 

The document submitted recently to your committee in support of 
the Association’s portion of the President’s budget is in considerable 
detail and my comments will, therefore, be confined to the more 
pertinent aspects of the Association’s current activities and those 
estimated for fiscal year 1958. 

For purposes of review and by way of preface to my comments 
regarding FNMA’s 1958 estimates, I would like to state that the 
character and scope of FNMA’s activities were changed substantially 
with the enactment of the Housing Act of 1954 (Public Law 560, 
83d Cong.). Title II of that act is known as the Federal National 
Mortgage Association Charter Act. The charter provides that the 
then existing portfolio of mortgages shall be managed and liquidated 
for the account of the Secretary of the Treasury; provisions were 
made to permit special assistance to be given to certain types or pro- 
grams of housing. Of particular significance to the housing economy 
the association was established as a secondary market facility for, 
home mortgages to be initially capitalized by the Federal Government 
but with provisions for financing by private capital to the maximum 
extent feasible. FNMA’s mortgage activities relate only to such 
mortgages as are insured by FHA or guaranteed by VA. 

The foregoing described purposes of the Charter Act are carried out 
by the Association under three functions or operations, namely the 
secondary market operations, the special assistance functions, and the 
management and liquidating functions; each has its own assets, lia- 
bilities, and borrowing power and each has separate accountability. 
The legislation provided the machinery whereby, in time, the second- 
ary market operations will qualify to become privately owned, The 
special assistance functions and the management and liquidating 
functions will continue to be conducted for the account of the Govern- 
ment. 

The Association began its operations under the Charter Act on 
November i, 1954. I will discuss each program separately. 
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SECONDARY MARKET OPERATIONS 


The secondary market operations are intended to provide supple- 
mentary assistance to the secondary market for home mortgages by 
providing a degree of liquidity for mortgage investments, thereby 
improving the distribution of investment capital available for home- 
mortgage financing. 

FNMA obtains funds to conduct its secondary market operations 
principally through (1) the sale of debentures to private investors; 
(2) the issuance of preferred and common stock; and (3) interim 
borrowings from the Treasury. 

Preferred stock in the amount of $92.8 million has been issued to, 
and is held solely by, the Secretary of the Treasury. Legislation, 
which has been recommended and is now bemg considered by the 
Congress, would, if enacted, increase this amount to $192.8 million. 

Sellers of mortgages to FNMA are currently required to subseribe 
to common stock in an amount equal to 2 percent of the mortgages 
sold to the Association, but the percentage rate may be established at 
such greater or lesser percentage than 2 percent, but not less than 1 
percent, as the Association shall determine from time to time, taking 
into consideration conditions in the mortgage market and the general 
economy. 

Mr. THomas. You reduced that last year from 3 percent to 2 
percent; did you not? 

Mr. BavuauMan. Yes, sir; the law did. This is what I am reading 
now, the change in the law of last year. 

Common stock issued and subscribed throvgh February 14, 1957, 
amounted to $17.2 million, and is estimated to amount to $21.2 million 
and $31.2 million, at the end of fiscal years 1957 and 1958, respectively. 

Borrowings are limited to 10 times the Association’s total capitali- 
zation and surplus. The sum of FNMA’s capitalization and its au- 
thority to borrow from private investors now exceeds $1.1 billion. 
If the recommended legislation is enacted into law, this amount will 
exceed $2.1 billion. Of this amount, the Secretary of the Treasury 
would be authorized to hold FNMA’s obligations not in excess of 
$1.35 billion by June 30, 1957, and $1.7 billion by June 30, 1958. 
The Association has marketed four issues of debentures to the invest- 
ing public to obtain funds for financing its secondary market opera- 
tions. Outstanding debentures in the secondary market operations 
currently total $400 million. Three $100 million issues were marketed 
in 1956 and one $200 million issue in January 1957. The 1956 issues 
comprised 3-percent debentures, dated February 20, 1956, and due 
November 20, 1956; 3. 35-percent debentures dated August 20, 1956, 
and due May 20, 1957, were priced at 99%%, to yield 3.42 percent; 
and 3.90 percent debentures dated November 20, 1956, and due 
August 20, 1957. The proceeds of the Fevruary and August issues 
were used to repay borrowings from the Secretary of the Treasury 
and to finance the secondary market operations, while the proceeds 
of the November issue were used to refund the February issue which 
matured on November 20. The proceeds of the January 21, 1957, 
issue of 4{-percent debentures were used to repay borrowings from the 
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Secretary of the Treasury. The Association will continue to finance 
this program, to the maximum extent feasible, by the sale of 
debentures. 

Under arrangements made with the Secretary of the Treasury, 
FNMA borrows funds, on an interim basis, from the United States 
Treasury as they are needed to finance its secondary market opera- 
tions. When these interim borrowi ings aggregate sufficient size that 
from time to time justifies offerings in the private market, FNMA 
offers debentures to the investing public. The proceeds of such sales 
are available to the Association to repay Treasury borrowings and for 
general corporate purposes, including the purchase of additional mort- 
gages. Under this procedure, most of the funds needed by the Asso- 
ciation in its secondary market operations are supplied by private 
investors. As of February 14, 1957, borrowings from the United 
States Treasury totaled $365.6 million. These borrowings are esti- 
mated at $699.5 million and $902.5 million at the end of fiscal years 
1957 and 1958, respectively. 

FNMA’s secondary market activities represent a rather accurate 
barometer of conditions prevailing in the mortgage market. Reflect- 
ing the increasing tightness of the mortgage market, FN MA’s second- 
ary market activities have progressively increased each quarter since 
the start of the operations in November 1954. The 1956 volume of 
mortgages offered for purchase was about 5 times the 1955 volume, 
and the number of mortgages purchased during 1956 was approxi- 
mately 6 times the 1955 volume. The comparative volume of activ- 
ity in the secondary market operations is shown on a quantity basis 
in the following table. 


Immediate purchase contracts 





. i | | } 
Period | Offerings | Accept- | Purchases | Amount of 
ances | purchases 





| | 
1954 Thousands 
November to December_.......-..-.....-..--.--- 37 | 9 | 2} $24 


ERED SOE Sa LET EES ee ie 587 | 319 147 | 1,049 
NL ug ulidadutencyivansnsavesees 2, 092 1, 595 1, 026 | 8, 394 
EE - 6 6b Am tied dws sb dedidbic pede <te a 4, 402 3, 268 2,312 | 20, 284 
4th quarter =. elie 9, 43 7, 133 5, 997 56, 322 


Total Iiveideedebbeh=4eid 16, 501 | 12,310 | 9, 482 86, 049 


| 


Ra a Eh. CA 840 | 7, 423 | 7,315 | 71,977 
2d quarter ie J 9 10, 220 | "798 | 80, 368 
3d quarter. ___- adealy ba * eo 9, 81: 14, 455 11, 165 121, 898 
es cbcetee cet ta 75s 36, 509 26, 956 | 300, 295 


ee ne ae ales 81, 327 | 68, 607 | m4 | 574, 538 





Accumulative total, Dec. 31, 1956........-.--.---- 97, 865 80, 936 | 62, 7 718 | | ” 660, 611 


In addition to mortgages that are offered for immediate purchase, 
FNMA is authorized to issue in the secondary market operations 
advance commitments, which are known in the trade as standby com- 
mitments. These commitments are issued only at prices which are 
sufficient to facilitate advance planning of home construction but 
which are sufficiently below FNMA’s regular secondary market prices 
as to prevent excessive sales to the Association under the commit- 
ments. The standy commitment procedure, adopted to aid in advance 
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planning of construction, was inaugurated on August 9, 1956, and 
provided for a 1-year commitment contract. This procedure has been 
generally accepted in the trade, and as of February 14, 1957, FNMA 
has executed commitments involving 9,767 mortgages, amounting to 
approximately $120 million. Present indications are that seller activ- 
ity in this phase of FNMA’s secondary market operations will be 
substantial and will continue at a high level throughout fiscal year 
1958. 

Purchases in the secondary market operations during fiscal years 
1955 and 1956 were $9.5 million and $229 million, respectively; they 
are estimated at $1,070 million and $820 million for fiscal years 1957 
and 1958, respectively. 

Mortgage sales from the portfolio of the secondary market opera- 
tions were $2.9 million during fiscal year 1956 and are estimated at 
$5 million for fiscal year 1957, and $35 million during fiscal year 1958. 

The FNMA secondary market operations are, in our opinion, well 
conceived and substantial progress has been made toward accomplish- 
ing the statutory purposes of this phase of the Association’s activities. 
Furthermore, there is ample reason to believe that this program will 
be relied upon to an increasing extent as the nature of the service 
becomes better known. Activity during the current fiscal year has 
expanded far more rapidly than was anticipated when we appeared 
before your committee in February 1956 and when we requested 
additional administrative expense authorization in July 1956. 
SPECIAL 


ASSISTANCE FUNCTIONS 





Under specific authorization by the President of the United States 
or by the Congress, FNMA provides special assistance for the financ- 
ing of selected types of residential mortgages, that are originated under 
special housing programs. Provision is also made for furnishing special 
assistantance through the purchase of home mortgages generally as 
a means of retarding or stopping a decline in mortgage lending and 
home-building activities which threatens materially the stability of 
a high level national economy. Congress has authorized FNMA, 
when and as directed by the President, to expend the sum of $200 
million for the purchase of whole mortgages and $100 million for the 
purchase of 20-percent participations in mortgages. The authoriza- 
tion for participation purchases has not, thus far, been utilized. The 
President’s budget estimates for 1958 contemplate that the participa- 
tion authorization will be terminated and that it will be utilized in the 
future for the purchase of whole mortgages. These estimates also 
contemplate an additional authorization of $200 million for the pur- 
chase of whole mortgages, making a total authorization of $500 million 
available for the purchase of w hole mortgages when and as directed 
by the President. 

Mr. Tuomas. What are the categories for special assistance? You 
did not enumerate them. 

Mr. Bavauman. Well, we have under the category of “special 
assistance” housing in connection with urban renewal, housing for the 
elderly, housing in Alaska and Guam, cooperative housing, housing 
for the Armed Forces personnel and civilian employees, in connection 
with defense installations. 

Mr. Tuomas. Your two big items are for military personnel and 
for the old people. 
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Of this $500 million, how much do those two programs combined 
amount to? 

Mr. Bauauman. We have an authorization of $250 million for the 
Armed Forces, and we have $50 million for cooperative housing. 
Administratively, the President has authorized us to use $20 million 
so far of his fund for housing of the elderly. 

Mr. Tomas. All right; you may proceed. 

Mr. BauGuMan. In addition to the foregoing authority, the Con- 
gress has authorized FNMA to expend $200 million for the purchase 
of mortgages covering housing for the Armed Forces and for civilian 
employees in connection with defense installations, and $50 million 
for commitments to purchase FHA insured section 213 mortgages on 
cooperative housing. The President’s budget estimates for 1958 
assume that the amount of the authorization for commitments to 
purchase mortgages on cooperative housing will be increased to $100 
million. 

Funds for the conduct of the special assistance functions are ob- 
tained from the United States Treasury. These functions are con- 
ducted solely for the account of the Government. Sellers are not 
required to purchase common stock in connection with the sale of 
mortgages to FNMA in the special assistance functions. 

To date, FNMA has special assistance programs totaling $430 
million for the purchase of whole mortgages covering housing (1) 
for victims of major disasters ($10 million), (2) in connection with 
urban renewal ($100 million), (3) in Guam ($15 million), (4) in Alaska 
($10 million), (5) for elderly persons ($20 million), (6) for cooperative 
groups, FHA insured section 213 mortgages ($50 million), (7) for 
defense personnel ($25 million), and (8) for the Armed Forces and 
for civilian employees in connection with defense installations ($200 
million). 

The program for fiscal years 1957 and 1958, contemplated in the 
President’s budget, estimates that assistance will be rendered and 
commitments issued in the amount of $759.2 million. ‘This assistance 
is distributed among several specific type housing mortgages as set 
out in the table which follows. 


{In millions] 


' 
1957 estimate | 1958 estimate 


Urban renewal housing. -- 5137. $232. 0 
Housing for the elderly. -_-_------ aa f 0.0 
Housing in Alaska and Guam ( 11.0 
Defense, disaster, and military housing. ‘ j 4.2 
Coopers ative housing.- } 40.0 
) Housing for Armed Forces personnel and civilian employees in connection | 

with defense installations. , \ 100.0 


Total__-.-.. Jethiadsapeus 32% 437.2 


The special assistance activities have not developed as rapidly as 
was originally expected. However, some of the programs, particu- 
larly those relating to urban renewal and for the Armed Forces, now 
show signs of rapid expansion and the estimated activity shown in the 
table above may be understated for fiscal year 1958. The present 
cooperative housing commitment authorization has been completely 
exhausted. 
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Total purchases in the special assistance functions are estimated at 
$63.1 million for 1957 and $195.7 million for 1958. No sales are 
estimated for either of the next 2 fiscal years. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 





Under its “Management and liquidating functions,” the Association 
is required to manage and liquidate its portfolio of mortgages existing 
as of October 31, 1954, including mortgages acquired under commit- 
ment contracts issued on or prior to that date, in an orderly manner 
with a minimum of adverse effect upon the home mortgage market 
and minimum loss to the Federal Government. This function is 
also conducted solely for the account of the Government. 

The Association’s management and liquidating portfolio and pur- 
chasing liability on August 2, 1954, the approval date of the FNMA 
charter, aggregated $3,152 million, consisting of mortgages with 
unpaid principal balances of $2,415 million and undisbursed commit- 
ment contracts totaling $737 million. As of December 31, 1956, this 
portfolio and purchase liability had declined from $3,152 million to 
$2,440 million—a reduction of $712 million or 22.6 percent. Only 
limited purchases from outstanding commitment contracts are 
estimated for the remainder of fiscal year 1957 ($8.1 million), and none 
are estimated for 1958. 

FNMA withdrew this portfolio from the market in October 1955 
because of conditions prevailing in the mortgage market and has not, 
thus far, established a definite date on which the portfolio will again 
be offered for sale. 

The Charter Act provides that the Association should “to a maxi- 
mum extent, and as rapidly as possible” refinance its indebtedness to 
the Treasury under the ‘‘Management and liquidating functions.” 
During fiscal year 1955, FNMA refinanced a portion of its indebted- 
ness to the Treasury by the issuance of its nonguaranteed notes, in 
the amount of $570 million, for a term of 3 years, with an interest 
rate of 2% percent. For the purposes of this budget, it has been 
assumed that no issue will be marketed during fiscai years 1957 and 
1958. It should be noted, however, that the 1955 issue must be 
refunded in January 1958. 

The foregoing comments emphasize that the Congress, by the 
Charter Act, has imposed upon FNMA additional workloads and 
wholly new responsibilities. Examples are cited in the following 
paragraphs. 

In the discharge of its responsibility under the Charter Act, FNMA 
is required to maintain separate accountability for each of its three 
activities, the “Secondary market operations,” the “Special assistance 
functions,” and the ‘‘Management and liquidating functions.” In 
many respects this requirement is tantamount to the operation of 3 
corporations instead of 1. 

urchase transactions in the secondary market operations are 
restricted to mortgages that conform to the purchase standards of 
private institutional investors, that is, to mortgages that are market- 
able. Each offer to sell mortgages to FNMA requires careful analysis 
by the Association of mortgage data and of other data bearing on the 
type of construction, age, location, and general suitability of the 
mortgaged property itself, including the character of the environs, 
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and frequently entails inspection of the physical property. All mort- 
gages purchased by the Association on an immediate purchase basis, 
in its secondary market operations, must be effected within the range 
of market prices for the particular class of mortgages involved, as 
determined by FNMA; in the case of standby commitments, prices 
shall be such as to permit advance planning of home construction but 
sufficiently below the prices being paid for immediate purchases as to 
prevent excessive sales to the Association under the commitments. 

To enable the Association to determine the prices which will be paid 
for mortgages purchased in its secondary market operations, FNMA 
requests private buyers and sellers, at many locations throughout the 
Nation, to disclose periodically the details of individual private sales. 
The information thus gathered is analyzed, and the purchase prices 
which are applicable to individual transactions or groups of transac- 
tions are, insofar as the establishment of F NM.A’s prices is concerned, 
affected by sundry factors, such as the interest rate of the mortgage 
loan, the amount of the borrower’s equity, and the geographical 
location of the mortgaged property. 

Prices paid for mortgages purchased in the special assistance func- 
tions through August 7, 1957, will be at not less than 99 percent of 
par, except in the case of mortgages insured by FHA under section 
803 (Armed Forces housing mortgages), for which the purchase price 
will be 100 percent of par. 


ADMINISTRATIVE EXPENSE 


The estimated amount required for administrative expenses under 
limitation for fiscal year 1958 is $5,250,000. Of this amount, 
$4,980,000 is estimated for expanded workload and $270,000 is needed 
pursuant to the provisions of Public Law 854, 84th Congress. This 
statute requires Government agencies to match the retirement con- 
tribution of each of its employees. 

The sum of $4,980,000 is $755,000 or 17.9 percent more than the 
$4,225,000 (includes pending supplemental request of $200,000), cur- 
rently estimated to be needed during fiscal year 1957. This increase 
of 17.9 percent in administrative expense may be compared with the 
19.3 percent increase in the number of mortgages serviced, the 6.4 
percent increase in number of commitments issued, the 82.8 percent 
in the number of mortgages sold, and the 12.6 percent reduction in the 
number of mortgages purchased. The increased workload is attrib- 
utable directly to the increased activities in the secondary market 
operations and in the special assistance functions. 

Thank you. 

Mr. Tuomas. Mr. Baughman, that is a very nice statement. 


MORTGAGE MARKET OUTLOOK 


Mr. Baughman, give us your best judgment on what the market is 
on mortgages for the remainder of this year, what your interest rate 
is going to be, how tight money is going to be—if it can get any tighter, 
if it is going to loosen up, or if the money market is going to stay in its 
present condition. 

What is your general observation along those lines? 

Mr. Bauecuman. I think the money market has been tight and I 
think at the present time it remains tight. 
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Mr. Tuomas. How long is it going to remain tight in yourjudgment? 

Mr. BavGuman. In my judgment I would say—lI could not go 
beyond the next 3 or 4 or 5 months—I think somewhere in that neigh- 
borhood, and there is a great chance of it changing after that time. 

Mr. Tuomas. That is most encouraging. 

Mr. Baueuman. It is a hope that it will change. 

Mr. THomas. You feel that it might change in the next 5 months? 
Well, let us hope. 

Mr. BauGHMAN. Yes, sir. 

Mr. THomas. What are the straws floating around in the wind that 
might back up your hope and optimism? 


BASIS FOR ANTICIPATED IMPROVEMENT IN MONEY MARKET 





Mr. BaucuMman. There are several things. I thmk there may be 
some reduction in plant and equipment expansion which has been 
increasing year by year. We see in the papers that some of these 
projects are being delayed. 

Mr. Tuomas. Does that involve General Electric and General 
Motors? 

Mr. BaucuMaNn. Yes, sir. I think, too, we have on the market 
warehousing which has been quite voluminous and of some size. I 
think that while the mortgage bankers or brokers generally in the 
secondary market have not been making new commitments, they 
have been fulfilling their old commitments. 

Mr. Tuomas. That is what you mean by “‘warehousing?”’ 

Mr. BauauMan. Yes, sir, and temporary financing business until 
they are placed in permanent hands. 

I would say by that time that there is some chance in view of the 
fact that they are not making any new commitments and for those 
which they do make they are not too much in volume, there is the 
possibility that they will be back in the market at that time. 

Mr. THomas. When do the big mortgage houses really make their 
commitments? When they do make them, do they make them 12 
months in advance? 

Mr. Baucuman. Usually 6 months. It used to be 12 months. 

Mr. THomas. When is the next period of commitment? 

Mr. BauGuMaN. It was at the end of the year for the first 6 months 
of the following year, and they have made their commitments, but 
they have not come out very strong. As I indicated, they did not 
increase them substantially. 

Mr. Tuomas. What period do their present commitments cover? 

Mr. Bauacuman. | would guess through June 30; not much beyond 
June 30. 

Mr. Tuomas. Right now they are beginning to look around and are 
making plans for their commitments beginning June 30 for the re- 
mainder of the year, then? 

Mr. BauGuMan. Yes, sir; they are. I would say about May. 

Mr. Tuomas. You think there is a possibility that the commit- 
ments, looking beyond June 30 for the remainder of this year, might 
indicate a loosening up in the money market? 

Mr. Baveuman. I do not know whether there will be a loosening up. 
You asked me whether the commitments are going to be on the in- 
crease or not. 
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Mr. Tomas. Yes, sir. 

Mr. BaueuMan. I would say there is some hope and chance of them 
increasing their commitments the latter half of the vear. 

Mr. Tuomas. What connection is there between the commitments 
and the loosening up of the money market, if any? 

Mr. BaucuMan. I would think if the large investors such as imsur- 
ance companies and savings banks get back into the market to some 
degree in excess of what they are at the present time, that that will 
have a great influence on the mortgage market. 

Mr. Tuomas. On the tightness or the looseness of money, we will 
say? 

Mr. Bauveuman. On the mortgage market, which would mean that 
there would be a better mortgage market than exists at the present 
time. 

Mr. Tuomas. What portion of the total available mortgage supply 
is being warehoused, and what part of it is being taken on a per- 
manent basis and then being liquidated on a permanent basis? 


VOLUME OF MORTGAGE FUNDS NEEDED 


Mr. Baucuman. Well, I think the general need for both existing 
housing and new construction has been estimated by some to be in the 
neighborhood of about $28 billion worth of mortgage money needed 
each year. 

Mr. Tuomas. $28 billion? 

Mr. BauGuMan. Yes, sir. 

Mr. Tuomas, That would be for both your new and existing 


housing? 

Mr. BauGHMAN. Yes, sir. 

Mr. Tuomas. How would you break down the ratio between new 
and existing? 

Mr. Bauveuman. New construction runs, I think, approximately 
half or something like that. 
Mr. Toomas. That was the figure used here yesterday, or the day 
before yesterday, that new starts total $14 billion; of course, excluding 
the furnishings that go in, because the furnishings could cover any- 
thing from automobiles to radios and cookstoves and everything else. 

Mr. BauGcuMan. Yes, sir. 

Mr. Tuomas. On that basis, the $28 billion is made up of $14 
billion in old mortgages and the $14 billion in new mortgages? 

Mr. BauGHMAN. You see, we have a turnover of funds there, too, on 
existing mortgages and portfolios and you have repayments coming 
in and out all the time. 


VOLUME OF REPAYMENTS 


Out of that $28 billion there should be about $9 billion or $16 billion 
that is coming back in repayments. 

Mr. Tuomas. Would it be that much? 

Mr. BauGHMAy, Yes, sir. 

Mr. Tuomas. Would it be one-third? 

Mr. BauauMan. Well, the mortgages run.somewhere in the neigh- 
borhood I would say of 8 to 12 years, and I would guess 10 years is a 
good average. 
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Mr. Toomas. You mean these 20-year, 25-year, and 30-year mort- 
gages instead of running the full length of their life are amortized at 
8, 10, or 12 years, generally? 

Mr. Bavcuman. I think that is @ good average. 

Mr. Cote. May I interrupt, and say, amortized or refinanced? 

Mr. BavcHMAN. Some are refinanced. They are paid off, but the 
money turns over. 

Mr. Tuomas. So on your total of new starts mortgages and old 
mortgages that are in the market every year to the amount of $28 
billion, about one-third of it is completely paid off and that would 
amount to about $8 billion or $9 billion? 

Mr. BaucuMan. That would be the repayments and payoffs. 

Mr. Tuomas, Then you have that $9 billion coming right back 
into the market? 

Mr. Bavuauman. Yes, sir. 
Mr. Tuomas. It is a nice revolving fund? 
Mr. BauauMan. Yes, sir. 
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AMOUNT OF “WAREHOUSED 





MORTGAGES 





Mr. Tuomas. What part of that $28 billion is warehoused, would 
you say? 

Mr. BaucuMaNn. Well, the last figure we had——— 

Mr. Tuomas. By “warehousing,” we mean temporarily financed; 
do we not? 

Mr. BauGuMAN. Yes, sir; that is right. I think the last figure we 
had on that was somewhere between $1.2 billion or $1.4 billion. 

Mr. THomas. What is the period of the warehousing? 

Mr. BauauMan. Well, I think they try to limit it to 6 months, and 
in a period of tight money some of them went over 6 months. 

Mr. Tuomas. You gave a figure a while ago of a certain number 
being warehoused. | What was that figure? 

Mr. Baucuman. I did not give any number on warehousing. I 
just gave the dollar amount. 

Mr. THomas. What is the dollar amount? 

Mr. Bauacuman. I would say between $1.2 billion and $1.4 billion. 

Mr. Tomas. That amount is being warehoused? 

Mr. BavcumMan, Yes, sir. 

Mr. Tuomas. Is that in new mortgages or old mortgages? 

Mr. BaucuMan. Well, it could be both. Those statistics are 
published by the Federal Reserve each quarter. 














EVIDENCES OF IMPROVEMENT IN MORTGAGE MARKET 











Mr. Tuomas. What other straws in the wind do. you think are 
floating around that indicate a better mortgage market in the latter 
part of the year, or in the next 4 or 5 months, and beyond that period 
of time? 

Mr. Bavcuman. I think in the investment field they are not having 
too much difficulty in financing the conventional mortgages, and 
when you deal with FHA and VA mortgages, I think you can have 
trouble and their trouble has been the fixed interest. rate. 

FHA has already raised their interest rates. 
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EFFECT OF INCREASE IN FHA INTEREST RATE ON HOUSING STARTS 


Mr. Tuomas. How many new starts have been made by virtue 
of the increase in FHA interest rates? 

Mr. Bauveuman. On that, I would have to refer that question to 
somebody else, but I understand that their applications have been on 
the increase, and there is always a possibility that we might get 
an increase in VA interest rates which I think will materially help 
the market. 

Mr. THomas. What is the connection between applications and 
consummation? People want to build houses but do not get the 
money? 

Mr. Baucuman. You have to have an application before you can 
go ahead and get a commitment to build a house and I think that is 
necessary first, and I think it is an indication of the strength—— 

Mr. Tuomas. It is the first step, and without the first step, you 
cannot take the last step. 

Mr. Baucuman. That is correct. 

Mr. Tuomas. What connection is there between the first step and 
the last step? Can you be definite, to any degree, as to what, per- 
centagewise or numberwise, the number of new starts are attributable 
directly to the increase in interest rate? 

Mr. Bavucuman. I do not have any figures on the starts vet, because 
they do not follow that fast after the application. 

Mr. Tuomas. Well, commitments, then. 

Mr. BaueuMan. I would say to your, Mr. Chairman, when a man 
files an application, I think he has reasonable assurance he is going 
to get interim financing, and probably permanent financing in the end. 

Mr. Yates. When he gets what? 

Mr. Baveuman. Interim financing, and also construction financing, 
and permanent financing in the end. 

Mr. Tuomas. That does not necessarily follow. I happen to have 
a letter in my office from a young man who works for one of the 
newspapers. He had an application pending at the time the FHA 
changed the interest rate, and he got stuck for the increase. He did 
not like it, and I do not blame him. 

Of course, FHA was perfectly helpless in the matter. After all, 
those are made on private contracts. All they do is guarantee the 
mortgage, and of course he could either take the increase in interest 
rate or do without the house. 

Mr. Baucuman. Are you blaming FHA? 

Mr. Tuomas. You did not hear what I said. I said the FHA had 
no say-so in the matter. 

Mr. Bauveuman. That is right. 

Mr. Tuomas. Go ahead. 

Mr. Baucuman. Well, I think the increased interest rate will help. 

Mr. Tuomas. Suppose I do blame them? Then what would be the 
position? 

Mr. BavcuMan. Well, I just wanted to straighten out the record 
that FHA issues commitments at 4.5 percent, and in the meantime if 
interest rate goes to 5 percent; the banker is the dominant factor 
here as to what interest rate he is going to finance at, sir. 

Mr. THomas. Why should it be that way? That is what I said. 
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Mr. Baveuman. I do not think you and I can regulate all these 
financing institutions as to how they are going to close loans and what 
rate of interest they will loan money. 

Mr. Tuomas. But, FHA could regulate what it guarantees; could 
it not? 

Mr. Bavcuman. They could, but maybe the man will not close 
the loan. So, you do not have the transaction completed. 

Mr. Tuomas. Well, of course, that is obvious, and that is the reason 
this boy was screaming, because he had to pay it. He started off 
getting 4.5 percent, and ended up either paying 5 percent, or not 
getting it. 

DIRECT LOANS 


Would it be advisable under those circumstances for FHA or the 
Veterans’ Administration—the Veterans’ Administration already can 
make direct loans where the money is tight in small towns, but I do 
not think there is much difference between small towns and big 
cities now in the tightness of the money market—but would it be 
advisable to give FHA authority to make some direct loans at a 
pegged interest rate of 4.75 percent or 5 percent? 

Mr. BaucuMan. Of course, FHA does not make direct loans, and 
I would certainly be opposed to direct loans. I do not think that is 
necessary. 

Mr. Tuomas. That is what I was asking. We know they do not. 

Do you think it is advisable for them to make some direct loans 
in order to stabilize the interest rate? 

Mr. Bauecuman. I do not. 

Mr. Tuomas. Do you think it advisable to give VA extended au- 
thority to go into all towns and cities when the money market gets in 
excess of 5 percent to make a direct loan until the money market 
stabilized itself around 4.5 percent, or 4.75 percent or 5 percent? 
What do you think about that? 

Mr. Baveuman. Mr. Chairman, I do not know whether you have 
thought this thing through or not, as to how much money it might 
take to try to stabilize the mortgage market with the tremendous 
amount of mortgages that are generated every year at a fixed interest 
interest rate, but I would say it would take a tremendous sum of 
money to attempt to do it. 

Mr. Tuomas. We have these printing presses going. It would not 
be too much trouble to step up that printing; would it? 

Mr. BaucuMan. I would be opposed to it. 


CURRENT TREND IN INTEREST RATES 


Mr. Yates. What happens, though, when your interest rate con- 
tinues to go up and up and up? What is the alternative? 

Mr. BavcuMan. Well, I think that the interest rate is rather 
settled. I think if you have followed the bond market in the last 30 
days, it reached a peak and there has been some decline in the interest 
rates recently. 

Mr. Yates. You mean the mortgage interest rates are going to 
come down as a result of what has happened in the bond market? 

Mr. Baucuman. Interest rates generally come down—— 

Mr. Yates. We are talking about the building of houses. 
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Mr. Baucuman.. That is right, and you are talking about the mort- 
gage interest rates, 1 presume? 

Mr. Yares. That is right, but you stated that the bond market has 
just shown a decrease in interest rate. Is it your conclusion that the 
mortgage interest rates are going to follow that pattern? 

Mr. BauGHMAN. You see, when interest rates continue to go up and 
up—and I checked up that point and indicated that that is not true 
because there has been an adjustment downward in interest rates, and 
they do reach some point whereby they stop. 

Mr. Yates. Is this true of mortgages as well as bonds? 

Mr. BaueHMan. It would affect mortgages eventually; yes, sir. 

Mr. Tuomas. It gets so high that people cannot make a contract 
and expect to pay the principal and interest. There is a limit to what 
revenue they can produce from this mortgage. Of course, they have 
to pay it back, but in talking about the advisability or lack of advis- 
ability of direct loans it is your theory that it might be a staggering 
amount which is involved, but perhaps the amount would be much 
less than you estimated it will. 


URBAN RENEWAL PROGRAM 


Take, for instance, under our urban renewal program our distin- 
guished friend, Mr. Cole, has already a number of the books in the 
neighborhood of $1 billion, and he is going to have to come back and 
get $250 million more. Furthermore, he would not even hazard a 
guess as to whether that $1 billion or $1.2 billion in the mill now would 
pay one-third- or one-half, or one-fourth, or one-tenth, or one-fifteenth, 
maybe, of the total cost. 

Mr. Cote. Mr. Thomas, may I comment on that? 

Mr. Tuomas. Just a minute. That amount is in the mill and the 
liability is there, and of course the liability is over in the Treasury 
for public housing too. 

If we go through with some of the programs that originally started, 
and those that may come on the books now, you can have a liability 
of $5 billion, $10 billion or $15 billion, with an annua! payment of 
$250 million to $300 million a year in cash by John Public, the tax- 
payer. But this direct loan is made to a fellow who is not going to 
cost the taxpayer any money, but who is going to pay it back. There 
is a little distinction between the two; is there not? However, you 
still do not think one is sound? 

Mr. BaucuMan. No, sir. 

Mr. Tuomas. Do you think borrowing for public housing is sound, 
and borrowing where the public is going to pay two-thirds of the cost 
is sound? 

SUPPORT OF SPECIAL HOUSING PROGRAMS 


Mr. BaveuMan. Mr. Chairman, I would like to comment on what 
you said. 

Mr. Tuomas. I hope you will. We are asking you for your com- 
ments. 

Mr. Baveuman, I think the Government on special housing projects 
and its participation is absolutely, necessary in some cases in special 
housing in order for the Government to get in and get them off the 
ground, and support them to a certain extent. That is a support 
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program, but I would say percentagewise, based upon what we call 
the general market which you referred to a little bit ago, it is a very, 
very small proportion of what you would do if you got into the general 
market trying to support it. 

Mr. Tuomas. We are not talking about the specialized program. 

Mr. Baueuman, But | think special housing programs need sup- 
port, but it is a very, very small percentage of what would be required 
to support the interest rates on the general market. 

Mr. Tuomas. I did not mention the specialized program. 

Mr. Bavueuman. I will take up urban renewal, for example. 

Mr. Tuomas. Where there is already $1.15 billion in the works of 
public money from the Treasury? 

Mr. Baucuman. Special housing programs—— 


EXPENDITURES FOR URBAN RENEWAL PROGRAM 


Mr. Cole. Mr. Thomas, with reference to the urban renewal pro- 
gram—number one, it does provide for a $1 billion authorization, but 
that $1 billion authorization will be expended over a long period of 
time. It will not be expended in the year 1957 or 1958 or 1959. 

Our guess is that the actual disbursements I am talking about will 
not be expended in these immediate years. 

Mr. Tuomas. Well, as a matter of fact, you have already expended 
$157 million; is that not right up to 1958? 

Mr. Coxe. That is correct—actual expenditures or disbursements. 
If, as Mr. Baughman said, the Federal Government undertakes to 
support direct lending in any one give purchase 
of mortgages on homes—it is our judgment at least that $1 billion 
would be only a drop in the bucket just for one year’s expenditure. 

Mr. Tuomas. That is right. 

Mr. Coxe. This is an expenditure, Mr. Chairman, as you well know. 

Mr. Tuomas. We can put it in a revolving fund. 

Mr. Cote. It would still be expended. 

Mr. Tuomas. It would pay itself off in 7 or 8 or 10 or 12 years. 

Mr. Cote. It would take more than $1 billion in 1 year, in my 
judgment. It would take more than $5 billion. 

Mr. Tomas. Supposing it does? 

Mr. Cote. In my judgment it could take more than $10 billion. 

Mr. Tuomas. The revolving fund, according to Mr. Baughman— 
total bill and your total expenditures are about $28 billion on old and 
new starts, and they pay off these mortgages in 8, 10, or 12 years, 
and so you put back into the revolving ‘fund out of the $28 billion 
about $8 billion or $9 billion every year. 








EFFECTS OF DIRECT LENDING ON MORTGAGE MARKET 


Mr Cote. There is one other comment I would like to make if I 
may. 

Mr. Tuomas. Surely. 

Mr. Coxe. It is our opinion that if the Federal Government enters 
into direct competition with the funds available in the private lending 
industry, which are the funds of the people in the savings facilities, 
that it will drive these funds out of the mortgage-lending business and 
these funds cannot compete. 
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Mr. Tuomas. Do vou not think it would drive them back in rather 
than drive them out? 

Mr. Cousz. No; it will drive them out. 

Mr. Yates. They are out of it now, are they not? 

Mr. Cours. No; they are not out of it. 

Mr. Yates. They are out of it unless you pay 5 percent and 6 per- 
cent in discounts? 

Mr. Coun. They are in, and will continue in. If the Federal Gov- 
ernment pegs—and this is what you are talking about—the rate of 
interest lower than the amount of interest available in the free market, 
then the Federal Government will drive out of the free market the 
funds now available in the private market for the purchase of home 
mortgages. 

Now, will that drive all of them out? Will it drive part of them 
out, or will it drive none of them out? This is the issue. 

Our judgment is that it depends upon how much the Federal Gov- 
ernment goes into it. If the Federal Government provides, let us say, 
$10 billion at 3 percent interest, you would probably drive practically 
all of them out, becouse why would they invest their funds in competi- 
tion with the Government at 3 percent when they have available to 
them other long-term investments at a higher rate of interest? 

Mr. Txomas. We recognize what is involved. It is a two-sided 
question. 

Mr. Coxe. Of course it is. 

Mr. Tuomas. Whether you can peg the interest rate at any given 
figure without raising and making the peg bigger, than the standard 
interest rate, is the question. 

Mr. Coun. That is the problem. 

Mr. Tuomas. That is the problem, and whether you could do it 
successfully or not I do not know. We raise the question to see to 
some degree—certainly not 100 percent—clearly what is involved. 




























FIXED INTEREST RATES 





Mr. Jonas. How did we get in the state of mind where we throw 
up our hands in horror at paying the rate of interest that is fixed in 
free and open markets? I have been a borrower longer than you might 
expect. I have never been a lender. 

Mr. Yates. Neither a borrower nor a lender be. 

Mr. Jonas. All the money I ever borrowed until recently I paid 
6 percent for. 

Mr. Tuomas. Off the record. 

(Duscussion off the record.) 

Mr. Jonas. Our usury law fixes the maximum rate of interest at 
6 percent, and when I bought my house I never thought of paying less. 

Mr. Tuomas. Is that some sort of socialism you North Carolinians 
have? 

Mr. Jonas. The interest rate was 6 percent when incomes were not 
even approaching what they are today. Now we are in a situation 
where salaries are up, rents are up, steel is up, lumber is up, building 
materials are up, but somebody feels that the cost of money can be 
kept down in some mysterious way. I have not been able to under- 
stand how we can keep the cost of money down although, since I am 
a chronic borrower, I would like to see low-interest rates. 
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Mr. Tuomas. Who regulates and issues this money in the first place? 

Mr. Bouanp. I think, Mr. Jonas, the state of mind you have 
reference to is that we have programs which we did not have years 
ago when you were borrowing to buy your own home. Now the 
Government is insuring these mortgages. It would not be any better 
than your security, what you had to offer, your reputation and ability 
to pay, but these people cannot lose because the Government says, 
“We will not let you lose.’’ I can understand your reference to the 
free market generally. 

Mr. Tuomas. Gentlemen, Mr. Cole has to leave early as he has an 
urgent appointment. We enjoyed having you, Mr. Administrator. 
Come back and see us. 








CONVENTIONAL VERSUS FHA AND VA LOANS 























Mr. Jonas. Conventional loans made by lending institutions are 
small compared to FHA and VA loans for home building; is that not 
right? 

Mr. Baucuman. I think FHA and VA loans at one time ran to 
50 percent. I think they have dropped down in the neighborhood of 
30 or 35 percent. 

Mr. Jonas. What is the situation with regard to conventional loans? 

Mr. Baucuman. There is no difficulty financing conventional loans. 
That way the interest rate will be so much and there is no restriction 
or no fixed rate in connection with the interest rate in regard to con- 
ventional loans. 

Mr. Boxtanp. How high have the interest rates gone on conven- 
tional loans? 

Mr. Yates. You have to think in terms of discounts too, do 
you not? 

Mr. BavGuMAN. In conventional loans discounts generally dis- 
appear. 

Mr. Yates. Are there not discounts even in the case of a 5 or 5% 
percent loan? 

Mr. Bavcuman. I should not think so. 

Mr. Yatss. In Chicago there are. 

Mr. Tuomas. You discount some of your paper too, do you not? 

Mr. Baveuman. We have prices at the present time on 4% percent 
paper of 95% to 93%. 

Mr. Yates. What is it on 4-percent paper? 

Mr. BaueuMan. We are not buying 4-percent paper now. 

Mr. Yates. At FNMA in Chicago I saw a list of purchases with 
dliscounts. I think it was 4 percent paper. 

Mr. BaucuMan. Iam sorry. We do not buy 4 percent mortgages. 
Mr. Yates. I saw a figure of 94. Was that 44 or 4% percent? 
Mr. Baueuman. Our prices on 4% paper—— 













GEOGRAPHIC VARIATIONS IN MORTGAGE PRICES 







Mr. Jonas. I do not want you to get away from a point Mr. Yates 
made until I can ask a question. You said what you pay for this 
paper depends somewhat on the location? 

Mr. BaveuMan. That is right. 
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Mr. Jonas. Why should that be so? It has the same guaranty 
behind it, it has the same inspection, all the other elements are the 
same, so why should you not pay as much for a mortgage in one town 
as in any other town? 

Mr. Baveuman. The marketability of these mortgages and the 
prices they bring in the secondary markets vary by States. The way 
we arrive at our market prices is, each and every month we communi- 
cate with sellers and bankers in a given territory and ask what the 
prevailing price for mortgages is, and from the information gathered 
in these various areas we determine what the market price is on 4% 
or 5 percent paper. 

Mr. Jonas. You will realize this sort of policy subjects you to crit- 
icism, and I wish to read a statement made on the floor of the House 
yesterday: 

The gentleman knows, too, that they (speaking of FNMA) discriminate against 
certain sections of the country. They will pay 93.5 for paper from one section, 
95 from another section, and 96.5 from another one. They do not have a uniform 
rate. 

Mr. Tuomas. That is literally true. 

Mr. Jonas. I have difficulty in understanding why you have a 
difference in rate when they are all guaranteed mortgages, they are 
all subjected to the same inspection so far as building is concerned. 
Why should there be any difference? Why should you not pay the 
same for any mortgage in any town in the United States? 

Mr. Baveuman. I would just like to preface my remarks in con- 
nection with why we should not pay the same thing. 

In a Government-support program which is financed entirely by 
the Government we do not discriminate because it is Government 
funds. In our secondary market operations the law says we shall 
pay the price within a price range in a given State. I have already 
stated how we determine that. The purpose of the secondary market 
operation is to provide supplemental assistance by providing liquidity 
for mortgage investments in certain areas. We arrive at these prices, 
and we have stock subscriptions which are supposed to get enough 
capital eventually to pay back the Treasury and turn over the 
operation to private management. 


STOCK SUBSCRIPTION REQUIREMENT 


Mr. Jonas. But where you buy at the greatest discount vou require 
the seller to subscribe for the same amount of stock as in an area where 
you pay almost par? 

Mr. BaueuMan. That is right. 

Mr. Jonas. That is a discrimination, is it not? 

Mr. Tuomas. And then he carefully examines the mortgage even 
though it is guaranteed by the United States Government. 


EVALUATION OF MORTGAGES OFFERED. FOR PURCHASE 


Mr. Jonas. I was going to ask about that. Why are you so 
selective? 

Mr. BaucuMaANn. We are not so selective. I think we should have 
the right to accept or decline a mortgage that is offered to us. Let us 
take credit. People would submit mortgages to us that are about to 
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become delinquent, and we should not accept such mortgages. Or a 
man may have gotten into credit difficulty after the VA or FHA 
approved his loan. 

No. 2, on security, the property itself; anything can happen to a 
security. You can get a good tenant in it, or somebody might abuse 
the security, anything can happen to a property. Why should we not 
be selective? 

However, it is not as serious as some might think. I think our 
declinations on account of credit or security have run in the neighbor- 
hood of 5 percent. I would not call that serious. I would call that 
pretty good. 

Mr. Jonas. Did you read the debate in the House yesterday? 

Mr. Baucuman. No. 

Mr. Jonas. | recommend that you read it. There are some pretty 
strong feelings on the subject. 

Mr. Bauauman. I understand the problem very well and I think 
if they understood it as well as I do they would change their mind. 
I think if you were doing business you would do the same thing we 
are doing 















FINANCIAL RESULTS OF FNMA PROGRAM PRIOR TO 1954 





Mr. Yarrs. Did you do any discounting of your mortgages before 
1952? 

Mr. BauGuMan. 1954 is when the act was changed. 

Mr. Yarss. I just picked the date 1952. Did you do any dis- 
counting of your mortgages before that? 

Mr. BavGuman. No, sir. 

Mr. Yarss. Or before 1954? 

Mr. Bauauman. No, sir. 

Mr. Yares. As a matter of fact, vou were always dealing with 
mortgages at par, were you not? 

Mr. BavGuman. I just want to say that prior to 1954 and 1952, the 
2 years you mentioned, it was a Government-support program, it was 
entirely ‘supported by the Government. 

Mr. Yates. But you were a secondary mortgage market even before 
1952 and 1954? 

Mr. BaveuMan. It was a support program by the Government. 

Mr. Yares. How much money did you lose under that program? 

Mr. BaueuMan. We have not lost anything yet, but we have con- 
siderable 4 percent paper today that we ‘bought at par and today you 
could not get 90 for it. 

Mr. Yates. How much have you lost on that? 

Mr. BaucumMan. We have not lost any yet. 

Mr. THomas. As a matter of fact, you are showing a profit on it, 
is that not the fact? 

Mr. BauauMan. Yes, but it did take a lot of money. 

Mr. Yates. But it sustained the economy and built houses. The 
Government made money, as a matter of fact, out of the mortgages 
you bought? 

Mr. BaueHMan. Unless we were asked to liquidate. 
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Mr. Yares. The first time you liquidated is when you started selling 
mortgages at 4 percent, and those have been paying out too, have they 
not? 

Mr. BavexumMan. I should assume so. But that was purely a sup- 
port program. 

Mr. Tuomas. The Government has not lost any money on that. 

Mr. BauGuMan. Unless you asked us to liquidate. 

Mr. Yates. You administered HOLC? 

Mr. BauGcuMaAN. Yes. 

Mr. Yates. And made a $14 million profit? 

Mr. BaveuMan. Yes. 

Mr. Yates. And that was a Government-support program too? 

Mr. BauGcHMan. Yes. 

Mr. Tuomas. Let us not be too hard on him. It is not his fault. 
Congress makes the laws. 


HISTORY OF FNMA NET INCOME 


We will put the table at the bottom of page E-3 in the record at 
this point, showing the earnings of FN M. \ from fiscal year 1951 
through 1957. 

(The material referred to is as follows:) 

The following table shows FN MA’s income and expense since its transfer 
the Housing and Home Finance Agency: 


{In millions] 


Expense Net income 


Fiscal year: Ol rtalod 

| $36. 

| 47. 
59. 
81. 
69. 
76.3 | 
104. 6 
146. : 


1957 (estimate) 
1958 (estimate) - 


Or Or GO He GO 











Mr. Tuomas. In no year, even 1951, did you make less than $22 
million. It goes up to $28.8 million in 1952. 

You have done a fine job, Mr. Baughman. 

Mr. Yates. He is a very good administrator. 

Mr. Tuomas. On that 4 percent money you did not make but 
$22.1 million. 

Mr. BaueuMan. May I inject one thought on this? I think you 
have to bear in mind that the reason you made the money is you were 
borrowing from the Treasury at a very low interest rate. 

Mr. Yates. Yes; but you made money for the Treasury. 

Mr. Baveuman. That is right. 


INTEREST RATES ON GOVERNMENT-GUARANTEED MORTGAGES 


Mr. Yates. And you are dealing exclusively with Government- 
guaranteed mortgages. I can understand Mr. Jonas’ point about 
having a free market where the Government does not guarantee the 
mortgage. When a lender takes the risk of not being repaid, it is 
one thing but where the Government guarantees payment of the 





WOrQne or 


' 


i] 


tI 
he 


it- 
ut 


he 


= 


is 


he 


1707 


money, his risk has diminished and to that extent his interest should 
be cut down. 

Mr. Baueuman. I will say there should be an allowance for a 
Government-insured mortgage over a conventional mortgage, but 
when you go in the market for money you must compete with what 
that money is worth invested in other things. 

Mr. Yates. Your VA and FHA mortgages are about at the same 
level now as far as interest is concerned. What is the rate on con- 
ventional mortgages? 

Mr. Baucunan. I would say it is higher on conventional. 

Mr. Yates. How much higher? 

Mr. BaucuMan. Rates are 5% and 6 percent. There are legal limi- 
tations in many States. I have heard of exceptional cases where it 
was running 7 percent, but I would say generally speaking the market 
is 5% to 6 percent. 

Mr. Yares. But we also have to consider the matter of discounts. 

Mr. BavGHMaANn. On conventionals I do not think discounts pre- 
vail. 

Mr. Yarss. Not at all? 

Mr. BavecuMan. I would say generally speaking the interest rate 
fixes the charges. 

Mr. Yates. I think perhaps what we should do is bring in some of 
the contractors from Chicago here because I understand they are pay- 
ing 6, 7, 8, or 9 points on mortgages. 

Mr. Tuomas. They cannot live with that. 

Mr. Jonas. Perhaps somebody is getting a shabby house. 

Mr. Yates. Iagree. Some people are getting shabby houses. The 
contractors are not making anything, but they keep going w rith the 
hope the mortgage market may ease up. 

Mr. BavcuMan. Please understand I did not say there were not 
some cases where that situation exists. I am talking about the gen- 
eral level of the market. 

Mr. Yates. Fine. We will leave it there. I think perhaps I 
should refer to you the contractors in Chicago. 

Mr. BaucuMan. There are exceptional cases, I am sure. 


MULTIFAMILY HOUSING IN CHICAGO 


Mr. Yares. I have another bone to pick with you and that is in 
connection with multifamily buildings. A constituent of mine wanted 
to put up an apartment building. I referred the matter to FNMA 
and the answer I received was, “‘Let them get their money first and 
then we will buy the mortgage.’ 

Mr. BauGuMan. I remember your letter very well, Mr. Yates. 

Mr. Yates. I remember your answer very well. The comment 
I would like to make to you is this. You have facilities to investigate 
these projects. If upon investigation the decision is reached that it 
is desirable, why should not FNMA be willing to represent that it 
will purchase a mortgage on the particular structure? 

Mr. Baucuman. I think the question raised in your letter was that 
the man wanted a commitment on a multifamily mortgage. We are 
getting many requests similar to that for rental units. We started 
Issuing commitments on single-family dwellings up to four-family 
dwellings, and at the time the request from the man you wrote us 
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about came in we were just about running out of funds, and upon 
considering the matter the Board felt, in view of the limited amount 
of funds we had left, they did not want to take that step. But I will 
recommend to the Board there is no reason now why we should not 
be in the market for multifamily units. 

Mr. Tuomas. At what figure? 

Mr. Bavueuman. The law tells us 


FNMA PRICES FOR MORTGAGES PURCHASED 


Mr. Tuomas. Before 1954 FNMA supported the market. In other 
words, if the market got below a certain figure, FNMA stepped in, 
Already now you have $2,283,000 of mortgages principally purchased 
in that period, and you supported the market. Now, under the 1954 
act, you do not do anything. You just follow, and I ‘doubt if you are 
doing any good generally or not. 

Mr. Baueuman. I beg your pardon. 

Mr. Tuomas. Wait until I get through. You do not say, “We 
are not going to let this mortgage go below 100 or 99 or below 98 
or below 96 or 95.’’ Under your authority—and it is not personal 
to you, itis the act. It is Congress’ fault, not yours; you did not have 
anything to do with it. Congress wrote this act and said, ‘You go in 
and take these mortgages to the extent of your funds at whatever the 
market is.’ Then if the market goes down to 94 or 95—you even 
bought some at 92 during the last 6 or 7 months. So, again, I repeat, 
I do not know of what value you are. The Administrator said yester- 
day if you had not bought some at 92, 93, or 94, the market might have 
gone down to 89. That may be true. If you stopped it by buying 
it at 92 and prevented it from going to 91, you did some good, of 
course, but certainly FNMA, as it exists today, is a long way off from 
what it was 7, 8, or 10 years ago, and I doubt if you are satisfying the 
needs of the American home builders. 

FNMA was originally set up for one purpose, and that was to aid the 
man who wanted to buy a home and who was going to pay for it. 
There was not any charity in it like in the urban renewal program, 
where the Federal Government hands this money over and we take a 
licking, a tremendous licking, amounting to hundreds of thousands of 
dollars. With that record of yours, you made $22 million for the 
taxpayers in the year 1951 under 4 percent money. 

Mr. Yates. Did you want to comment on the chairman’s remarks? 

Mr. Baueuman. He had a great many remarks. I do not know 
if [ can remember them all. 

Mr. Yates. They were all valid? 

Mr. Bavauman. I did not quite agree with all of them. Iam sorry. 

Mr. Tuomas. You do not have to be sorry. We oftentimes do not 
agree with ourselves. 


INTENT OF FNMA CHARTER ACT 


Mr. Bauauman. I think rather than a capheth program for financing 
1a ’ 


existing houses, it is not supposed to be t it is supposed to be a 
supplemental program. You have to bear in mind that in the see- 
ondary market operations it is not like going to the Treasury and 
borrowing at low interest rates. We have to compete with the money 
rates over the country. 
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Mr. Yates. Mr. Thomas merely made the statement you borrowed 
your money heretofore from the Treasury and were able to operate 
at less interest. 

Mr. Baueuman. The intent is to get the Government out of the 
mortgage market. 

Mr. Yates. That is correct. 

Mr. Baucuman. Except for special housing programs. I do not 
think your apartment project is a special housing program. I think 
it is needed, and I do not know why the secondary mortgage market 
should not make a commitment. 

Mr. Yates. This builder cannot get money anywhere. 

Mr. Baveuman. Yes, he can get interim financing, if he gets 
a commitment from us. 


Mr. Yates. But he cannot get it. He cannot get the commitment 
from you. 

Mr. Baucuman. I am sorry. I told you the reason he did not 
get it, which was that we were running out of money. Next week we 
will have a meeting and I will recommend to the Board that we 
do something. 

Mr. Yates. That will be too late. 

Mr. BavecuMan. Next week will not be too late. 

Mr. Jonas. As I understand it, you cannot buy all mortgages at par 
without any choosing because you cannot get the money if you 
do that? 

Mr. Baucuman. We have to go out on the market and get new 
money. 

Mr. Jonas. Then the only way to remedy that would be to go back 
to the old law. 

Mr. Bauecuman. I do not think so. I think if you can get the 
Government out of it— 

Mr. Jonas. Have you figured any way we can get out of public 
housing? 

Mr. Bavuecuman. No. 

Mr. Tuomas. Have you figured any way we can get out of urban 
renewal? Can you figure out any way we can get out of subsidizing 
all these airlines that are making more money and have more business 
than they can take care of? Can you figure that out? 

Mr. Bavcuman. No. I can say I think C ongress is acting with a 
great deal of intelligence in setting up special assistance programs, 
by setting up the urban renewal program, until it is proven there is a 
private market. 

Mr. Tuomas. Your part in urban renewal is an infinitesimally 
small part. 

Mr. Bavuauman. I am only talking about my part. 

Mr. Tuomas. It is not infinitestimal but it is a very small part. 

Mr. Jonas. Of course if you could sell more preferred stock to the 
Federal Government that would help? 

Mr. Baveuman. It would enable us to render greater assistance if 
we could. 

Mr. Tuomas. Gentlemen, this has been fine. I think it helps our 
record and gives everybody a chance to do something. Mr. Baugh- 
man, you were fine, you are wonderful; you are taking a lot of pound- 
ing and you do it gracefully and with a smile, and we have a great deal 
of admiration for you. 
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Mr. Baveuman. Thank you. 
Mr. Tuomas. Let us come back at 1 o’clock. 


AFTERNOON SESSION 


Mr. Tuomas. Will the committee please come to order. 

Your program is divided into three parts—secondary market 
operations, special ssistance function, and then management and 
liquidation functions. Is that correct? 

Mr. BaveuMan. That is correct. 


PURPOSES AND FUNCTIONS OF FNMA 


Mr. Tuomas. Your justifications are complete and you have a 
wealth of information in it. Insert pages 1, 2, 3 and 4. 
(The information referred to is as follows:) 


Hovustnc AND HoME Finance AGENCY, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


BUDGET ESTIMATES FOR FISCAL YEAR 1958 


The Federal National Mortgage Association is a corporate instrumentality 
of the United States, and a constituent agency of the Housing and Home Finance 
Agency. The Association’s general policies are determined by a five-man Board 
of Directors, of which the Housing and Home Finance Administrator is Chairman, 
ex officio. The other four members are appointed by him. 

The President of the Association is the Association’s chief executive officer 
and is responsible for the general supervision of its business and affairs. The 
President of the Association exercises his power in consonance with general 
policies determined from time to time by the Board of Directors. 

Purposes and functions of FNMA 

The Housing Act of 1954, Public Law 560, 83d Congress, provided the Federal 
National Mortgage Association with a corporate charter under which the scope 
of the Association’s activities, as well as its responsibilities, were substantially 
expanded. Under this legislation, cited as the FNMA Charter Act, the Associa- 
tion (FNMA) was designated a constituent agency of the HHFA and was em- 
powered to conduct three primary functions or operations which were to be 
financed to the maximum extent feasible by private capital and which were de- 
signed (1) to provide supplementary assistance to the secondary market for 
home mortgages by providing a degree of liquidity for home-mortgage investments; 
(2) to provide special assistance through Federal financing for selected types 
of home mortgages originated under special housing programs designated by the 
President of the United States; and (3) to manage and liquidate the existing 
FN MA portfolio, and such other mortgages as may be acquired under contracts 
entered into prior to November 1, 1954, in an orderly manner and with a minimum 
of adverse effect upon the home mortgage market and minimum loss to the 
Federal Government. 

FNMA’s responsibility, as initially established by its Charter Act, has been 
substantially broadened by subsequently enacted legislation. Under the provi- 
sions of Public Law 345, 84th Congress, as amended by Public Law 1020, 84th 
Congress, FNMA was directly authorized by the Congress to render special 
assistance in financing cooperative housing and FHA-insured title VIII housing. 
Specifically, this legislation authorized FN MA to (1) enter into commitments to 
purchase and purchase FHA-insured section 213 cooperative housing mortgages 
not in excess of $50 million outstanding at any one time, but such commitments 
in any one State shall not exceed $5 million outstanding at any one time; and (2) 
issue commitments to purchase and to purchase mortgages insured by FHA under 
title VIII of the National Housing Act, as amended on or after August 11, 1955, 
in a sum not exceeding $200 million outstanding at any one time. Public Law 
1020 also requires FNMA, for a period of 1 year from the date of the enactment of 
that law (August 7, 1956), to pay not less than 99 percent of par for mortgages 
purchased under the special assistance functions. 

The 1956 act also removed the $15,000 mortgage purchase ceiling for each 
residence or dwelling unit covered by the mortgages on housing in Guam, Hawaii, 
Alaska, and on FHA section 803 military housing. 
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FNMA’s secondary market operations were affected by Public Law 1020 in 
three important respects, viz: (1) the amount of subscription for common stock 
required to be made by sellers of mortgages to FNMA was changed from a mini- 
mum of 3 percent of the amount of the mortgages sold to 2 percent, but the per- 
centage could be fixed at a greater or lower percentage than 2 percent, but not 
less than 1 percent, as determined by the Association from time to time, taking 
into consideration conditions in the mortgage market and in the general economy; 
(2) FN MA was authorized to issue advance contracts of a type known in the trade 
as ‘‘standby commitments” only at prices which are sufficient to facilitate advance 
planning of home construction, but which are sufficiently below the Association’s 
regular secondary market prices as to prevent excessive sales to the Association 
under the commitments; and (3) the prices at which mortgages will be purchased 
in these operations are to be established ‘‘within the range of market prices,’’ 
as determined by FNMA, rather than ‘“‘at the market price” for such mortgages. 
On August 9, 1956 pursuant to the authority provided in Public Law 1020, the 
Association reduced the common stock subscription requirement from 3 percent 
to 2 percent and also inaugurated a “standby commitment’’ procedure under 
which for the time being a uniform purchase price of 92 percent of par would be 
paid for mortgages delivered under the contracts. 

In September 1956, in consonance with administration policy, the FNMA 
Board of Directors took specific administrative action which was expected to 
further expand the usage of the FNMA secondary market operations. This 
action included a reduction in the amount of common stock that must be sub- 
scribed by sellers of mortgages from 2 percent to 1 percent and increased the 
uniform prices that will be paid for mortgages purchased under ‘‘standby com- 
mitment”? contracts from 92 percent of par to 94 percent of par. Effective 
December 4, 1956, the prices to be paid under “‘standby commitment” contracts 
are 90 percent of par for mortgages bearing a 4% percent interest rate and 94 
percent of par for mortgages bearing a 5 percent interest rate. Effective Jan- 
uary 5, 1957, sellers of mortgages on an immediate purchase basis will be required 
to purchase FNMA common stock in an amount equal to 2 percent of the unpaid 
principal amount of the mortgages sold. 

A substantial volume of activity has resulted from the above described legisla- 
tive and administrative actions. This will be discussed in greater detail under 
subsequent chapters which are devoted to the three separate programs of the 
Association. 


Financing 


FN MA is required to finance its purchases under the secondary market opera- 
tions, to the maximum extent feasible, by the issuance of its obligations to the 
investing public. 

Funds for financing the special assistance functions are obtained directly by 
borrowing from the United States Treasury. 

Funds required to finance the management and liquidating functions are 
obtained from portfolio receipts and from borrowing from the United States 
Treasury. FNMA is authorized to sell obligations secured by this portfolio to 
the public. Such proceeds are used to reduce the Treasury’s investment in the 
management and liquidating portfolio. This substitution of private capital for 
the Government’s investment in the portfolio is not proceeding as rapidly as might 
be desired, due to conditions currently prevailing in the money market. 


1958 BUDGET ASSUMPTIONS 


The three FN MA programs for which separate accountability is required will 
have separate justifications. These justifications will be developed in their re- 
spective chapters from the following basic assumptions: 

(1) The organizational structure of FNMA will remain as currently consti- 
tuted; 

(2) As much of the financing of the secondary market operations as is feasible 
will be from private funds; 

(3) The portfolio of the secondary market operations will have reached a suffic- 
ient level to permit sales from it in substantial volume; 

(4) That the present tight money condition will continue in fiscal year 1958; 

(5) The special assistance functions will develop during fiscal year 1958 to the 
extent that additional commitment and purchase authority will be needed in the 
amount of $250 million in addition to the $100 million now available for the pur- 
chase of 20 percent participations to be made available for whole mortgages; 
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(6) The volume of purchases in the special assistance functions portfolio will 
increase sharply during fiscal year 1958 in comparison with the volume purchased 
during fiscal years 1956 and 1957; 

(7) FNMA will continue to purchase mortgages for its special assistance func- 
tions at less than par (100); 

(8) FNMA will be required to purchase 70 percent of the mortgages insured by 
FHA under section 220 of the National Housing Act, as amended, and will pur- 
chase all the mortgages insured by FHA under section 221 of the National Housing 
Act, as amended; 

(9) All purchasing activity from outstanding commitments and contracts in 
the menagrearnt and liquidating functions will have been concluded during fiscal 
year 1957; 

(10) During the period covered by these estimates FNMA will be able to sell 
only a limited volume of mortgages from its management and liquidating port- 
folio. 

Organization 

The two charts which immediately follow this narrative show the organizational 
structure of the FNMA Washington office and that of a typical agency office in 
the field. The locations of these offices and the territory served by each follow 
the charts. 

No organizational changes are contemplated for the Association in the present 
budget. The Association will continue to operate as a single, integrated Gov- 
ernment corporation, although charged with three different functions for which 
separate accountability must be maintained. 

FNMA derives all its funds for administrative expenses from its operating 
income, without appropriation from the general fund of the Treasury. A single 
administrative expense authorization supplies the entire Association. 

For efficiency and economy, staff and common services for all programs are 
consolidated so that there is a single legal staff, a single audit staff, a single 
accounting staff, etc. A majority of the employees of the total corporation work 
on or serve, and their expenses are charged to, more than one program or activity. 
An expense distribution system to maintain costs by program is kept in the 
official books, subject to audit. This system, which is accepted by the Bureau 
of the Budget and the General Accounting Office, is designed to produce reason- 
ably accurate results without resorting to elaborate and expensive cost accounting 
procedures. 


Summary of FNMA budget 


The administrative expenses which are authorized annually by the Congress 
from the Association’s income are justified in detail in other sections of this 
presentation. The estimates of $5,250,000 for 1958 is $1,225,000 more than was 
authorized for fiscal year 1957 but only $925,000 more than is estimated to be 
required for fiscal year 1957. This increase in estimated requirements is due 
entirely to increased activity in the secondary market operations and in the special 
assistance functions. 

The net effect upon budgetary and trust expenditures for fiscal year 1958 is as 
follows: $140 million and $500 million respectively as compared with $436.5 mil- 
lion and $272.1 million respectively for fiscal year 1957. 

The following table shows actual and estimated administrative expenses, 
budgetary expenditures, trust expenditures, Treasury borrowings, and Treasury 
repayments for fiscal years 1956, 1957, and 1958: 


{In millions) 


| 1956 1957 1958 
Administrative expenses. ------- . $3. 5 $4.4 $5.3 
Net budgetary expenditures-. __ —20.0 | 436. 5 140. 0 
Net trust expenditures. , ; s | 111.7 | 272.1 500. 0 
Treasury borrowings............----- ‘ vv 388. 9 1, 001, 5 | 921.0 
Treasury repayments.........- 400. 2 | 538. 0 | 761.0 


LEGISLATIVE HISTORY OF FNMA 


Mr. Tuomas. Page 5 sets out the history, and we will also insert 
pages 6 and 7. 
(The information referred to is as follows: ) 
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Dicest oF Masor LEGISLATION AUTHORIZING OPERATIONS oF FNMA 


Public law and effect: 


Public Law 479 (73d Cong.), 1934: FNMA organized in 1938 under provi- 
sions of title III of the National Housing Act to provide secondary market 
for mortgages insured by FHA under title II of that act. 

Public Law 24 (77th Cong.), 1941: Added title VI to the National Housing 
Act providing for FHA insurance of defense housing mortgages on liberal 
terms and for purchase of such mortgages by FNMA. Title VI mortgages 
remained eligible for purchase when provisions were further liberalized and 
extended in 1946 to veterans’ emergency housing. 

Public Law 864 (80th Cong.), 1948: Extended secondary market authoriza- 
tion of FN MA to include purchase of VA-guaranteed (GI) loans. 

Public Law 52 (8lst Cong.), 1949: Alaska Housing Act authorized FNMA to 
purchase FHA-insured mortgages on property in Alaska and to make 
direct loans for the construction or permanent financing of such pre- 
dominantly residential developments. 

Public Law 176 (8lst Cong.), 1949: Increased to $1.5 billion the FNMA 
authorization to pposene FHA titles II and VI insured and VA-guaran- 
teed mortgages (GI loans). 

Public Law 211 (81st Cong.), 1949: Authorized FNMA to purchase mort- 
gages insured by FHA under the new provisions for military housing; 
authority later extended to Atomic Energy housing. 

Public Law 387 (8ist Cong.), 1949: Increased FN MA purchase authorization 
to $2.5 billion and liberalized GI loan purchases. 

Public Law 475 (81st Cong.), 1950: Increased FN MA purchase authorization 
to $2.75 billion and removed authority to make advance commitments to 
purchase mortgages. Made FHA-insured mortgages on cooperative hous- 
ing eligible for purchase. 

Public Law 139 (82d Cong.), 1951; Public Law 309 (82d Cong.), 1952: Per- 
mitted FNMA to make up to $252 million advance commitments, to pur- 
chase eligible mortgages on programed housing in critical defense housing 
areas and in major disaster areas and on FHA title VIII housing for per- 
sonnel essential to oper: tion of the military departments or the Atomic 
Energy Commission. 

Public Law 243 (82d Cong.), 1951: FNMA authorized to make advance 
commitments to purchase not to exceed $30 million of FHA-insured 
cooperative housing mortgages. 

Public Law 531 (82d Cong.), 1952: Increased FN MA purchase authorization 
to $3.65 billion and increased by $900 million the authorization to make 
advance commitments to purchase mortgages on defense, disaster and mili- 
tary housing. Eligibility for purchase by FNMA was further restricted 
for mortgages on other types of housing and authority to purchase them 
was limited to $2.75 million outstanding at any one time. 

Public Law 94 (83d Cong.), 1953: Authorized one-for-one plan, not to exceed 
$500 million (to July 1, 1954). Extended FNMA authority to issue ad- 
vance commitment contracts for 1 year (to July 1, 1954) to purchase mort- 

ages covering military, defense and disaster housing. Amended Public 
saw 243 to expand the advance commitment authority relative to section 
213 (insured cooperative housing) mortgages. Also deleted the limitation 
of $2.75 billion for mortgages other than on defense, disaster, and military 
housing. 

Public Law 560 (83d Cong.), 1954: Rechartered FNMA and designated it as 
a constituent agency of HHFA. FNMA authorized to exercise three pri- 
mary functions: (1) to provide supplementary assistance to the secondary 
market for residential housing financed to the extent feasible by private 
capital (limited to the sum total of FNMA’s capital, surplus, reserve, un- 
distributed earnings plus outstanding obligations not in excess of ten times 
the sum of capital, surplus, reserves and undistributed earnings); (2) to 
provide supplementary assistance through Federal financing for special 
housing programs designated by the President of the United States (within 
a limitation of $300 million outstanding at any one time); (3) to manage 
and liquidate the existing FNMA portfolio as well as mortgages that may 
be acquired under contracts entered into prior to November 1, 1954. 
Repealed section 2 (b) of Public Law 52, 81st Congress, and Public Law 
243, 82d Congress. 
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Public Law 345 (84th Cong.), 1955: Provided that FN MA give special assist- 
ance to cooperative and armed services housing without prior Presidential 
direction. In providing this assistance FN MA authorized to (1) enter into 
commitments for the purchase of FHA-insured section 213 cooperative 
housing mortgages which do not exceed $50 million outstanding at any 
one time, with not more than $5 million of such authorization available for 
such commitments in any one State; and (2) make commitments to pur- 
chase and purchase FH A-insured armed services housing mortgages under 
the new title VIII of the National Housing Act, provided the total amount 
of such purchases and commitments does not exceed $200 million outstand- 
ing at any one time. 

Public Law 1020 (84th Cong.), 1956: (1) Removed the $15,000 mortgage pur- 
chase ceiling for each resident or dwelling unit covered by mortgages on 
housing in Alaska, Guam, Hawaii, and on FHA section 803 military hous- 
ing; (2) revised the common-stock subscription from not less than 3 to 2 per- 
cent and authorized FN MA under certain conditions, to fix this percentage 
at a greater or lower percentage than 2 percent, but not less than 1 percent; 
(3) authorized FN MA in its secondary market operations to issue commit- 
ment contracts of a type known in the trade as_ standby commitments’’; 
(4) authorized FNMA in its secondary market operations to establish 
prices within the range of market prices’? as determined by the Associa- 
tion, rather than ‘‘at the market price’? for such mortgages; and (5) re- 
quired FN MA, for a period of 1 year from the date of the enactment of this 
act, to pay not less than 99 percent of par for mortgages purchased in the 
special assistance functions. This law also established a commitment and 
portfolio limitation of $50 million outstanding at any one time for co- 
operative housing mortgages in the special assistance functions; but such 
commitments in any one State shall not exceed $5 million outstanding at 
any one time. 


Mr. Tuomas. I hope the Congress makes more history and puts 
you back in business as you were before 1954, so that you can support 
the market, and will give you more money to operate on. 





SECONDARY MARKET OPERATIONS 


Let us look at the secondary market operations. We will insert the 
table on B-1 in the record. 
(The information referred to is as follows:) 


HovsinG AND HomME FINANCE AGENCY, FEDERAL NATIONAL MorTGAGE 
ASSOCIATION 


Secondary market operations—Program highlights 


{Dollars in thousands] 


Principal amount of mortgages 


1956 actual | 1957 estimate | 1958 estimate 














Mortgages on hand, beginning of year.._.......-.-.-.-------- | $9, 446 | $233, 379 $1, 283, 379 
on ns cbignorusonsnddébbiecdearl 228, 952 1, 070, 000 $20, 000 
os ee anc clasiny pam we a ene 2, 909 | 5, 000 | 35, 000 
Repayments and ether credits. ..........................-..-- 2, 110 | 15, 000 40, 000 
Mortgages on hand, end of year_.............-.-----.---------| 233, 379 | 1, 283, 379 | 2, 028, 379 
Financing: | | 
Treasury purchase of preferred stock........-...-.---.----|-- ems | 100, 000 |..-.. 
Subscriptions to common stock - - Guanes ooh 6, 869 | 14, 000 | 10, 000 
Nonguaranteed borrowing from the public. - aWiductnve’ css 100, 000 300, 000 | 400, 000 
TRGOIND «oon Sinema nnn ne eeneareennnces po senene mses pan ee-nase- 5, 663 | 41, 345 81, 765 
BS. ot ck Sdedls Gimadenasdercudesencewe ie meetee meeiiaeis 3, 611 | 30; 835 66, 109 
BRED DO I ai i i ccs ieee cee | 1, 062 5, 460 8, 136 
Net income after tax equivalent..........-.-.....------ .| 990 | 5, 050 7, 520 
Provision for dividends: 
i a Jupbin banks 313 | 1, 352 | 4, 650 
a a see 44 290 | 525 


Retained earnings, end of year.-----.-.------- ate 642 | 4, 050 6, 396 


| 
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PROGRAM HIGHLIGHTS 






Mr. Tuomas. This is your big activity? 

Mr. BauauMan. That is correct. 

Mr. THomas. You show mortgages on hand at the beginning of 
1957 as $233,379,000, and it goes up to $1,283,379,000 in 1958; you 
apparently plan on doing some big business as you will have mortgages 
on hand ‘at the end of 1958 valued at $2,028,379,000, and I hope 
you don’t buy them on discounts. But if you do buy them under 
existing law you have to get them at discount prices because the 
market is down. 

The bottom half of the page is interesting, too. It points out your 
income and expenses, even the income taxes. You show a profit of 
$7,520,000 for 1958. We will go into that later. 





PURPOSE OF FNMA SECONDARY MARKET OPERATIONS 





































Section 301 (a) of the FNMA Charter Act states that the purpose of FN MA’s 
secondary market operations is to provide supplementary assistance to the 
secondary market for home mortgages by providing a degree of liquidity for 
mortgage investments, thereby improving the distribution of investment capital 
available for home mortgage financing. 


It should be said in favor of Mr. Baughman’s organization that 
even if he did buy some at 92, which was a discount of 8 points, which 
no builder certainly could stand and still make a profit and stay in 
business, that there is some thinking in some quarters that if it had 
not been for Mr. Baughman’s purchasing at that figure that the 
market would have gone even lower. 
MORTGAGES ELIGIBLE FOR 


PURCASE BY FNMA 






Insert the language on page B-3. 
(The information referred to is as follows:) 


MortTGAGEs ELIGIBLE FOR PurcHASE BY FNMA 





The purchase of mortgages for FN MA/’s secondary market operations is re- 
stricted by statute to those which (1) are insured by the Federal Housing Admin- 
istration or guaranteed by the Veterans’ Administration; (2) are of such quality, 
type, and class as to meet generally the purchase standards imposed by private 
institutional mortgage investors; (3) do not exceed $15,000 in principal amount 
for each fa:nily residence or dwelling unit covered by the mortgage except those 
related to housing located in Hawaii, Alaska, and Guam; (4) cover residential 
property; (5) were insured or guaranteed on or after August 2, 1954; and (6) are 
not offered by or do not cover property held by, a Federal, State, Territorial, or 
municipal instrumentality. The prices that FNMA may pay for mortgages may 
not exceed the unpaid principal balance thereof plus adjustments for interest and 
other comparable items 

The Association’s Board of Directors has determined that the following types 
of mortgages have sufficiently widespread acceptance in the general secondary 
mortgage market to make them acceptable for purchase under the secondary 
market operations: 

(1) GI mortgages guaranteed under section 501 of the Servicemen’s Readjust- 
ment Act of 1944, as amended; 

(2) FHA mortgages insured under sections 203 (b), 203 (i), 213 (individual 
type), and 222 of the National Housing Act, as amended; and 

(3) FHA multifamily housing mortgages insured: under section 207 of the 
National Housing Act, as amended, and FHA management-type cooperative 
housing mortgages insured under section 213. : 

The mortgaged premises must be located within the continental United States, 
the Commonwealth of Puerto Rico, the Territory of Hawaii, or the Virgin Islands 
to be eligible for purchase under the secondary market operations. 
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In the interest of assuring sound operation, FNMA’s purchase prices, under 
the secondary market operations, are established, from time to time, within the 
range of market prices for the particular class of mortgages involved, as determined 
by FNMA. This requirement of the charter insures that FN MA’s prices will be 
consistent with those prevailing in the general secondary market for home mort- 
gages. 


Mr. Tuomas (reading): 


The Association’s Board of Directors has determined that the following types 
of mortgages have sufficiently widespread acceptance in the general secondary 
mortgage market to make them acceptable for purchase under the secondary 
market operations: 

(1) GI mortgages guaranteed under section 501 of the Servicemen’s Readjust- 
ment Act of 1944, as amended: 

(2) FHA mortgages insured under sections 203 (b), 203 (i), 213 (individual 
type), and 222 of the National Housing Act, as amended; and 

(3) FHA multifamily housing mortgages insured under section 207 of the 
National Housing Act, as amended, and FHA management-type cooperative 
housing mortgages insured under section 213, 


SUMMARY OF BUDGET PROGRAMS 


It might be well to insert the paragraph on B-—5 in the middle of the 
page, dealing with the summary of budget programs. This deals 
mainly with purchases. 

(The information referred to is as follows:) 


SumMARyY oF BupGetr PROGRAMS 


Purchases ——The purchase prices at which FNMA will purchase mortgages in 
the secondary market operations are required by law to be established within the 
range of market prices. The price that is currently paid by FN MA for a mortgage 
which meets its acceptability requirements varies in accordance with the interest 
rate borne by the mortgage, the location of the mortgaged property, and the 
mortgagor’s equity, based on the ratio of the outstanding principal balance to the 
lesser of (1) the appraised value of the property, or (2) the purchase price of the 
property. Purchases are confined to mortgages which are of such quality, type, 
and class as to meet generally the purchase standards imposed by private insti- 
tutional mortgage investors. FNMA may not buy a mortgage, the original 
principal obligation of which exceeds or exceeded $15,000 for each residence or 
family unit covered thereby, except where the property securing such mortgage 
is located in Hawaii. FNMA cannot purchase a mortgage in the secondary 
market operations if it was guaranteed by VA or insured by FHA prior to August 
2, 1954. 

In January 1956 FNMA supplemented its normal purchasing procedures with 
a purchase option plan whereby it will purchase acceptable mortgages from a 
seller at FN MA’s current prices in the usual manner but will also, concurrently, 
permit the seller to obtain a 9-month option to repurchase the same mortgages 
at the same purchase prices. Sellers wishing to obtain such a purchase option 
are charged a fee equal to one-half percent of the unpaid principal amount of the 
mortgages involved (the fee was 1 percent from January 12, 1956, until June 16, 
1956) in addition to the usual purchase and marketing fee and stock subscription 
requirement. 

Mortgages purchased during the fiscal year 1956 totaled $229 million. Pur- 
chases during fiscal years 1957 and 1958 are estimated at $1,070 million and 
$820 million, respectively. 


Mr. Tuomas. Those last paragraphs do not gibe with the table; 
to they? 

Mr. Hann. Yes, sir. 

Mr. Tuomas. I thought the figure was $2 billion for 1958. 

Mr. BavGHMaAN. That is mortgages on hand. 

Mr. Tuomas. About 60 percent of your inventory is what you are 
carrying over in the purchases? 

Mr. Baveuman. That is right. 
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SUMMARY OF WORKLOAD AND PORTFOLIO RESULTS 


Mr: Tuomas. It might be well to insert the table at the bottom of 
page B-6 and all of B-7 in the record. 
(The information referred to is as follows:) 


Summary of workload and portfolio results —The actual and estimated mortgage 
activity under the secondary market operations, as set forth in the President’s 
budget, is shown in the following table: 

as | , 
Fiscal year 











| Fiscal year | Fiscal year 
| 1956 1957 1958 
Workload: | 
Mortgage purchases. ....................-... copheyannpeln - 23, 422 | 97, 300 74, 500 
Nee Tene ea ee nee peneamntonsennaniak | 364 500 3, 500 
Average number of mortgages serv $908. £92-1LstkrS. _ 10, 497 72, 500 | 155, 950 
| canieiniaenktene aaa 
Portfolio results (in thousands): | 
Mortgage purchases i eg hee ete ainn Meni caainlanihas tpi deol $228, 952 $1, 070, 000 $820, 000 
NI Bn oar ne capi sshininln diamine Games naaeel 2, 909 | 5, 000 35, 000 
Mortgage repayments___.....-..-- aadedaiihda ddd we 2,110 15, 000 40, 000 
ee Ge oo ask Site dbnein~dcheteens 233, 379 | 1, 283, 379 2, 028, 379 
| 








Net effect on budget and trust expenditures —Expenditures by FNMA for mort- 
gage purchases, reduced by the amount of sales, repayments, other credits, and 
operating income, are charged for budget purposes to a trust account in the 
Treasury because of the quasi-public nature of the operation. Profits of the 
secondary market operations will similarly be held in trust (after payment of 
dividends) for the Treasury and for the private owners of the common stock. 

The net effeet of the secondary market operations on budget expenditures arises 
from the Treasury’s subscription for the preferred stock and from interim borrow- 
ings. The net effect of operations under this program is as follows: 


Estimate | Estimate 


Actual fiscal | fiscal year fiscal year 
} year 1956 1957 1958 
Net effect on budget expenditures ; : I L _..| $94,481,310 | $605, 000, 000 $202, 000, 000 
Net effect on trust expenditures. -......1.-........+..-.-. ---| 111,661,835 | 272,117,513 | . 500,000, 000 


MORTGAGE SALES AND SERVICING 


Mr. Tuomas. The figures for mortgage sales show you are not 
sellin g so many and that is understandable; is it not? 

Mr. BauauMan. That is right, sir. 

Nir THomas. On average number of mortgages serviced you were 
down low in 1956 and are picking up some now. You show 155,950 
in fiscal 1958, and that will be refiected in your limitation on the 
amount of money you spend? 

Mr. Hanp. That is right. 

Mr. THomas. That will be primarily in servicing your mortgages. 
Is that correct? 

Mr. BauGHMAN. Yes, sir. 


EFFECT ON TRUST AND BUDGET EXPENDITURES 


Mr. THomas. You have an interesting paragraph here which is 
worthy of repetition: 

Expenditures by FNMA for mortgage purchases, reduced by the amount of 
sales, repayments, other credits, and operating income, are charged for budget 
purposes to a trust account in the Treasury because of the quasi-public nature 
of the operation. 


S8278—57—pt. 2 
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So it is not altogether free enterprise; is it? 


Profits of the secondary market operations wi)l similarly be held in trust. 

The net effect of the secondary market operations on budget expenditures arises 
from the Treasury’s subscription for the preferred stock and from interim 
borrowings. 

The net effect of operations under this program are as follows— 
and that is shown in the chart on page B-7 which we previously 
inserted in the record. 


BORROWING FROM THE PUBLIC 


Mr. BaucuMan. On the $605 million shown borrowed during 1957 
from the Treasury. We have already sold $300 million in debentures 
in fiscal 1957 to the public and expect to go out for additional money. 
We may reduce the borrowings materially by going out to the public 
for additional funds. 

Mr. THomas. How much will you pay? 

Mr. BaucuMAN. Four and one-eighth was the last rate. 

Mr. Tuomas. What are you paying the Treasury on the $605 
million? 

Mr. BaucuMan. Three and a quarter percent was the last rate 
with the Treasury. 

Mr. Tuomas. You are making money fast that way; are you not? 

Mr. BauGcuMan. We should go to the public for our funds. I was 
saying to Mr. Jonas we expect to go out next week for $250 million 
which will reduce the amount shown here. If we can finance more 
before the end of the fiscal year we will. 

Mr. Tuomas. You have a deficiency pending. Does that deficiency 
permit you to go to the public or the Treasury? You have some 
coming from the Treasury, too, have you not? 

Mr. Bauauman. We will reduce the $605 million by whatever 
amount we are able to get from the public from now on. 

Mr. Tuomas. You are not getting any from the Treasury under 
this deficiency? 

Mr. BauauMan. No. We borrow interim financing from the 
Treasury and as soon as we reach a sizable sum we go out to the 
public, finance it and pay off the Treasury debt. 


SpectAL AssIsTANCE FuNncTIONS 
Mr. Tuomas. Let’s look at the special assistance program. Insert 


page C-1. 
(The information referred to is as follows:) 





le 
1e 


rt 


Hovustna AND Home Finance Aqpncy, FeperRAL NATIONAL MorTGAGE 
ASSOCIATION 


Special assistance functions—program highlights 


{In thousands of dollars] 











i 
| 1956 actual el 3 1957 esti- 1958 esti- 
mate ! | mate ! 
ii do gan od) uolsizes ton ba Sak 
Mortgages beginning of year_- | $427 $62, 280 
Purchases of mortgages__ $430 | 63, 080 | 195, 650 


| 
Sales... CAS baueaed. ok ae moh 
Repayments and other credits- . | 3 1, 227 | 3, 750 
Mortgages on hand end of year_-_.-__- a. 27 62, 280 | 254, 180 
Commitments on hand beginning of ye ar- enietaae } 94 | 19, 255 | 278, 144 
| 


Commitments issued to purchase mortgages Bai. | 19, 701 | 321, 969 | 2 437, 200 
Purchases from commitments and commitments canceled _. } 540 | 63, 080 | 219, 464 
Undisbursed commitments, end of year.._...---- oe 19, 255 | 278, 144 2 495, 880 








! Principal amounts of mortgages. 
2 Includes $205 million from proposed new legislation. 


Mr. Tuomas. Purchase of mortgages shows $63,080,000 for 1957 
against $195,650,000 in 1958, and that arises from what three princi- 
pal sources—old age, military——— 

Mr. BauGHMAN. Military, urban renewal, cooperative housing, and 
housing for the elderly principally. 


BORROWING FROM THE PUBLIC 


Mr. Jonas. How can you sell all these mortgages? Who buys 
them at 4% when they will not buy mortgages from the builders at 
4%? How can you sell your debentures when they cannot sell their 
mortgages? 

Mr. BauagumMan. When you sell your debentures you go to an 
entirely different market. You mean sell debentures instead of 
mortgages? 

Mr. Jonas. Yes. 

Mr. Baucuman. When you sell debentures you go to the commer- 
cial banks, corporations, pension funds, an entire sly different market 
entirely, people who don’t ordinarily deal in mortgages. Life-in- 
surance companies are included. You go into the iny estment. field 
with the debentures. These are mostly short-term loans. Up to 
now they have been 9 months, 8 months. 

Mr. Jonas. That would be explanation enough, the short-term. 
They don’t have the money tied up for 30 years. 

Mr. Tuomas. The other big fact is that there is no servicing charge. 
This is velvet. Whereas they have to service the mortgage every 30 
days. That eats up the profit. 

You show commitments on hand at the beginning of the year. 
You had 94 mortgages. Is that right? 

Mr. Hanp. No, sir. Those are thousands of dollars. 

Mr. Tuomas. Where is the table of numbers now? Is this it at 
the bottom? 

Mr. Hanno. No, sir. The table in numbers of mortgages pur- 
chased and commitments is on page C—6. 
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USE MADE OF SPECIAL ASSISTANCE 






Mr. Tuomas. Insert the last half of page C-3 in the record. 
(The information referred to is as follows:) 





Use Mane or SprecraL ASssISTANCE 






FNMA’s budget programs in 1957 and 1958 do not envision the use of its 
special assistance functions to assist the general home-mortgage market as set 
forth in section 301 (b) (2) of the Charter Act provisions, i. e., it is not anticipated 
that economic conditions will be such as to necessitate special assistance for home 
mortgages generally to retard or stop a decline in mortgage lending or construction. 

Programs involving new and unfamiliar types of mortgages, or mortgages 
covering housing of a character different from that usually encountered by mortgage 
lenders, often fail initially to find sufficient mortgage funds available to achieve 
the objectives intended by the Congress. On several occasions in the past, the 
Association has provided assistance in the early years of certain housing programs 
pending more ag, «om understanding and acceptance thereof by private 
mortgage investors. xamples of this kind of special assistance in the past are: 

(1) FHA-insured home mortgages generally (this was the primary purpose 
for which FNMA was organized in 1938), especially those insured pursuant to 
section 207 and low-equity mortgages under section 203 (b) (2) (c) of the 
National Housing Act; 

(2) VA-guaranteed home loans, following the introduction of low-equity, 
low-interest, long-maturity GI home loan guaranteed under the Servicemen’s 
Readjustment Act, as amended; 

(3) Mortgages on defense and military housing, constructed during World 
War IT and the Korean emergency. 

The new programs under the special assistance functions, with the exception of 
housing for the elderly, are generally extensions of past activities which were 
designed to assist new housing programs until such time as the market became 
more familiar with the types of mortgages involved and was willing to furnish the 
needed mortgage funds in the regular course of business. 






























ASSISTED 





TYPES OF HOUSING TO BE 









Mr. Tuomas. Insert the top half of C-4. 
(The information referred to is as follows:) 







Tyres or Hovsine To Be Asststep 






For the budget periods covered by this justification, it is expected that PN MA’s 
special assistance will be provided for the following types of mortgages, pursuant 
to Presidential authorizations: 

(1) Mortgages insured by FHA or guaranteed by VA covering housing in 
urban renewal areas where assistance is needed to prevent or rehabilitate 
slums and blighted areas; 

(2) Mortgages covering defense housing programed by the HHFA Admin- 
istrator and housing on or near military and AEC installations insured 
pursuant to the former title VIII of the National Housing Act; 

(3) Mortgages covering disaster housing in areas determined by the Pres- 
ident to be areas of major disaster; 

(4) Mortgages covering housing in Alaska and Guam; and 

(5) Mortgages covering housing for the elderly. 

In addition to assisting in financing housing pursuant to Presidential determi- 
nations of need, this justification envisions special assistance to be provided by 
FNMA for the following types of mortgages: 

(1) Mortgages covering cooperative housing insured under section 213 of 
the National Housing Act, as amended, and 

(2) Mortgages covering armed services and civilian employee housing in- 
sured under title VIII of the National Housing Act, as amended. 
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PROPOSED USE OF SPECIAL ASSISTANCE AUTHORIZATION AND ANALYSIS 
OF BUDGET PROGRAMS 


Mr. THomas. We will also follow that with page C-—5. 
(The information referred to is as follows:) 


Proposep UsE or SpEcrIAL ASSISTANCE AUTHORIZATION AND ANALYSIS OF BUDGET 
PROGRAMS 


¥ The total amount authorized by the Charter Act for purchases and commitments 
of whole mortgages, under direction of the President of the United States, is 
limited to $200 million outstanding at any one time and to $250 million outstand- 
ing at any one time by direct authorization of the Congress. The total amount 
of purchases of and agreements to purchase 20-percent immediate participations 
is limited to $100 million outstanding at any one time. As stated previously, 
this latter method of furnishing special assistance has not been accepted by the 
home-mortgage lenders and because of urgent need in some areas of housing 
construction, proposals will be submitted to the Congress for the two authoriza- 
tions to be merged so that the total authorization for the purchase of and commit- 
ment to purchase whole mortgages will amount to $300 million. Because of 
anticipated demands on FNMA, resulting principally from the tight-money 
market, additional authorization in the amount of $200 million will be required 
during the period covered by these estimates for support of. programs requiring 
Presidential determination, thus making a total of $500 million in authorization 
needed to support the construction of housing in this category. 

For reasons similar to those stated above, it is estimated that an additional 
authorization of $50 million will be required to meet the demands made on 
FNMA for purchases of and commitments to purchase cooperative housing 
mortgages, thereby increasing the total of direct congressional authorization to 
$300 million. These estimates do not contemplate any change in the authorization 
for the title VIII housing mortgages. 

The following table presents data on the amount of assistance, in terms of the 
aggregate principal amounts rendered in fiscal year 1956, and that which is 
estimated to be rendered in fiscal years 1957 and 1958. 


{In millions of dollars] 





1956 actual | 1957 estimate | 1958 estimate 
| 


(1) Urban renewal 

(2) Housing for the elderly -- 

(3) Alaska and Guam 

(4) Defense, disaster, and military 

(5) Cooperative housing ; 
(6) Armed services housing........- hla hac alisaaditieadaciee eid asian mnie | 


DU cen sniccsnevintbaschrescetacneteaanenan oop 19.7 


' 


1 Includes $205 million from proposed new legislation. 


Mr. Tuomas (reading): 


The total amount authorized by the Charter Act for purchases and commit- 
ments of whole mortgages, under direction of the President of the United States, 
is limited to $200 million outstanding at any one time and $250 million outstanding 
at any one time by direct authorization of the Congress. The total amount of 
purchases of and agreements to purchase 20-percent immediate participations is 
limited to $100 million outstanding at any one time. 
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STATUTORY AUTHORIZATION 


Mr. Tuomas. What is the total authorization? 

Mr. BauGeuMan. $550 million. It is $200 million for whole mort- 
gages under the President’s authority, $100 million for participations, 
plus $200 million for Armed Forces housing, and $50 million for coop- 
erative housing. It amounts to $550 million. 


WORKLOAD DATA 


Mr. Tuomas. Insert this table at the middle of page C-6. 
(The information referred to is as follows:) 


The following table sets out the anticipated workload for the period covered 
by these estimates: 
Number of aren 


Actual 1956 | | Estimated | Estimated 
1957 1958 
papeormberemcneerinmeersaey - 
Perea. sil ld eae 44 | 5, 210 15, 495 
Commitments and authorizations issued __ ible 362 | 14, 515 22, 250 
Servicing (average number)-.........-....----.---.-.-----. -| 18 | 2, 650 13, 000 


zs 
poste i dealin Oil to rare oe oe 
sa 


Mr. Tuomas. Purchases, 1956, 44; 1957 it is 5,210, estimated 
1958 it is 15,495. 

Most of your legislation was passed in the last part of fiscal 1956, 
namely, about June or July of last year, was it not? That accounts 
for no business under this heading in 1956. You got started in 1957 
and you will do more in 1958? 

Mr. BaucuMan. I don’t quite think that is right. That original 
authorization came out under the 1954 act, and since that time we 
have had authorization by Congress 

Mr. Tuomas. Authorization for the old folks housing was not 
authorized until last year, and the increase in the military came last 
year. 

Mr. BauGuMaNn. Military did come along later and so did coopera- 
tive housing. 

Mr. Tuomas. What did you mean, then, when you said I wasn’t 
right? 

Mr. Baucuman. As to housing for the elderly, it comes from the 
President’s authority. 


FINANCING AND BUDGET EXPENDITURES 


Mr. Tuomas. Borrowings from the Treasury amount to $184 
million. Net income is shown as $5.8 million. Net income is from 
interest and pay back? 

Mr. BaucuMan. Also commitment fees. 

Mr. Tuomas. Insert the last paragraph on page C 

(The information referred to is as follows:) 

Net effect on budgetary expenditures.—The expenditures of FN MA for operations 
and for mortgage purchases, reduced by the amount of repayments, other credits, 
and operating income are charged against budgetary expenditures. This amounted 
to $221,000 in fiscal year 1956 and is estimated at $57.3 million in 1957 and $180.6 
million in 1958. 
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MANAGEMENT AND LiquipatTinG FuNcTIONS 


Mr. Tuomas. We will look at the liquidating program. That is 
perhaps your second biggest operation? 
Mr. Bavcuman. That is right. 


PROGRESS IN LIQUIDATING PORTFOLIO 


Mr. Tuomas. This figure is very interesting. Mortgages on hand 
at the end of fiscal 1958 is $2,286,977,000. You dispose of about 
$200 million during the year. That is an estimate, is it not? 

Mr. BaucuMan. That is right. 

Mr. Tuomas. You have $2,286,977,000 in mortgages on hand. 
How long have you been carrying them? You sold only $4.5 million 
in 1956, $25 million in 1957, and you estimate only $25 million in 
1958, but the repayments are doing pretty well—$168,953,000, $175 
million in 1957, and $185 million in 1958. 

You are bound to be making some money by holding here, are 
you not? 

Mr. BaucuMan. Yes, sir. I would like to report on the liquidation 
if you don’t mind. 

Since passage of the act in August of 1954 we have reduced the port- 
folio, plus what purchasing liability we had on hand at the time, about 
22 percent, or equivalent to about approximately $712 million. 

Mr. Tuomas. That is through fiscal 1958 now? 

Mr. Baucuman. Up to the present time, through December 31, 
1956. 

Mr. Tuomas. Reduced how much? 

Mr. BavuGHMAN. Twenty-two percent, approximately. 

Mr. Tuomas. In roughly 2 years? 

Mr. BauGcuMan. Two and a half years; yes, sir. 

Mr. Tuomas. You didn’t get started at the beginning of the year. 

Mr. BauGuMan. I would say we are making pretty good progress 
in liquidating this whole portfolio. We are not making sales on 
account of the situation in the mortgage market. We have with- 
drawn all the mortgages from sale. 


METHOD OF LIQUIDATING PORTFOLIO 


Mr. Tuomas. How are you liquidating, then? 

Mr. BauGHMAN. Repayments. 

Mr. THomas. That is the most interesting fact that has come from 
this hearing so far. They are not selling any mortgages but people 
are paying them off. 

What are they, 20- and 25-year mortgages? 

Mr. Jonns. You said prepayments? 

Mr. Baucuman. Repayments. 

You see, this explains it here. 

Mr. Tuomas. It is actually a prepayment. 

Mr. Baveuman. All these are amortized. You get so much in 
every month. Naturally all those repayments reduce the amount 
of the portfolio. 

Mr. Tuomas. If you reduced a two and a third billion dollar port- 
folio in 2 years to approximately $700 million, you can see what it 
amounts to. 
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Mr. Bavenman. You see, back in August of 1954 we had a port- 
folio of approximately $2} billion and we had outstanding purchasing 
commitments to purchase mortgages of another $600 million or some- 
thingjlike that. It was $3,152,000,000 exactly. 

Mr. Tuomas. It shows one of the most stable industries in this 
country is the home-building industry. A man who buys a home 
will pay for it, and they are paying for it in one-third of the time that 
the mortgage usually calls for. 

Mr. Jonas. He will sacrifice a lot of things to keep that home. 

Mr. Tuomas. That is a good accurate statement, too. 


MANAGEMENT AND LIQUIDATION PROGRAM OPERATIONS 


Will you insert pages D-1 through D-4 in the record? 


(The information referred to is as follows:) 


Hovstne aNnp Home Finance AGENCY, FepERAL NATIONAL MorTGAGE 
ASSOCIATION 


Management and liquidating functions—Program highlights 


[In thousands of dollars] 


7 Ee Ee 
| 1956 actua! | 1957 orl 1958 estimate 


9 


Mortgages on hand beginning of year-_-_-..........-.-----.-.-.- | $2, 557, 771 $2, 469, 977 $2, 286, 977 
+4 


SL cbbns ccetdavuesscnbontensepebidddeobennmenesineas 85, 665 TIGR Addsccep hones 

TNE oT nioramaen taaane eam | 4, 506 25, 000 | 25, 000 

J WD ESS hie itd bbb den uchibends Jddn othe 168, 953 175, 000 | 185, 000 

Mortgages on hand, end of year_.................-.....- 2, 469, 977 2, 286, 977 2, 076, 977 

Commitments on hand at the beginning of year__......-...--- | 120, 886 ARE ae ae 

Commitments on hand at the end of year_..................-- SETEEE Eckseceesncouns caiaGe wea iaseiel 
| 





The FNMA Charter Act authorizes the Association to manage and liquidate 
its remaining portfolio of mortgages acquired pursuant to contracts entered into 
prior to November 1, 1954, in an orderly manner, with a minimum of adverse 
effect upon the residential mortgage market and minimum loss to the Federal 
Government. Prior to November 1, 1954, liquidation was accomplished solely 
through regular repayments of mortgages according to their amortization sched- 
ules, sales of mortgages to private investors as rapidly as they could be absorbed 
without undue disruption of the morgage market, and other principal credits 
arising from repayments, foreclosures, and conveyances in lieu of foreclosure. 
That method will continue. The Charter Act now provides that, to the maximum 
extent and as rapidly as possible, private financing will be substituted for Treasury 
borrowings otherwise required to carry mortgages held in this portfolio and to 
that end the Association is authorized to issue notes or other obligations for sale 
to private investors. The proceeds of any such private financing are required to 
be paid to the Treasury in reduction of the Association’s outstanding indebtedness. 


ORIGIN AND CHARACTER OF THE PORTFOLIO OF THE MANAGEMENT AND LIQUIDATING 
FUNCTIONS 


As explained in the introduction to this justification, FNMA was initially 
chartered in 1938 as a Government-financed secondary market facility for FHA- 
insured mortgages, and its field of activity was subsequently expanded to include 
VA-guaranteed home loans. The portfolio of FNMA which will be managed 
and liquidated pursuant to the Charter Act, is the net result of the Association’s 
activity during almost 17 years of operation under the preceding charters. A 
cumulative summary of these operations through October 31, 1956, is shown in 
the following table: 
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{In millions of dollars} 


OE RIE... 5 .nvcncdnddcmanendevensttniiencadaanel 


Beeston wavelets: 6. Seed cese eee dibs tl $1, 901.7 | $3, 010. 2 $4, 911.9 
BITRE MUNI | - 151s) daensadrodiseiesin—e kanhls Golish 692. 5 | 937.4 | 1, 629.9 
Repayments and other credits._.........-.-.---...---.-.----- 363. 2 | 499.0 | 862. 2 
Mortgages in portfolio, end of period___........-.--.--.------- 846. 0 1, 573.8 2,419.8 
Undisbursed commitments and advarice contracts outstand- | 
7.4 | 9 8.3 
| 





The last two lines of this table show that the management and liquidating fune- 
tions under the charter included $2,419.8 million of mortgages in portfolio and 
$8.3 million of undisbursed commitments and advance contracts, amounting in 
the aggregate to a possible $2,428.1 million of mortgages insured by FHA and 
guaranteed by VA to be liquidated. These sums do not include the acquisition of 
$2.2 million in direct mortgages and $41.5 million in Defense Home Corporation 
notes acquired from RFC pursuant to Reorganization Plan No. 2 of 1954 of which 
$0.5 million and $38.9 million, respectively, were on hand on October 31, 1956. 
Thus, the sum of mortgages, undisbursed commitments and notes to be liquidated 
aggregate $2,467.5 million. 
jach mortgage in the portfolio, to some extent, presents a different liquidating 
problem. The policy of FNMA, subject to the requirements of the charter act, 
will be to dispose of the portfolio by sale to private investors as rapidly as feasible. 
The portfolio consists principally of seasoned mortgages; the additions during 
fiscal year 1957 for the most part will be mortgages bearing 444 percent interest. 
For the period covered by this budget, it is assumed that the condition of the 
home-mortgage market will be such during 1957 and 1958 as will enable the 
Association to sell $50 million of mortgage loans; that sum together with the 
estimated $360 million in repayments, foreclosures, etc., will amount to $410 
million. This amount represents more than 15 percent of the total liquidating 
task. It is further assumed that the prices at which mortgages will be sold from 
the management and liquidating portfolio will not be more unfavorable to the 
Government than such sales have been in the immediate past, i. e., the mortgages 
will be sold at relatively small discounts. It is expected that FNMA will be able 
to show a profit on its operations notwithstanding the discount sales. 


CHARTER REQUIREMENTS IN LIQUIDATING THIS PORTFOLIO 





The charter act provides certain specific requirements which must be observed 
in connection with the liquidation of the portfolio of the management and 
liquidating functions: 

(1) Liquidating must be accomplished “in an orderly manner.”” FNMA in- 
terprets this requirement to mean that there will be no ‘‘bargain sales’’ of mort- 
gages from the portfolio. 

(2) Liquidation must be attained with a minimum of adverse effect on the 
home-mortgage market. The release of the total amount of the porftolio, or even 
a substantial share of it, at or below the current market rates would undoubtedly 
have an adverse effect upon the home-mortgage market for an extended period of 
time. In this connection the Association on October 24, 1955, suspended the 
availability for sale of the mortgages held in this portfolio, and the suspension 
currently remains in effect. 

(3) Any loss to the Federal Government must be minimized. Since the FNMA 
operations have been a successful profitmaking enterprise for the Federal Govern- 
ment, operating without overall loss even during the periods when mortgages were 
sold from the portfolio at appreciable discounts, this requirement is being inter- 
preted as a mandate not to accelerate the rate of liquidation of the portfolio of the 
management and liquidating functions by the device of selling mortgages at ex- 
cessive discounts. 





PRIVATE FINANCING TO BE SUBSTITUTED FOR TREASURY FINANCING 









The charter act requires that the Treasury’s financial investment in the man- 
agement and liquidating portfolio be retired as rapidly as feasible. The opera- 
tions under this program will be financed by the sale of nonguaranteed notes to 
private investors, income from operations, and recoveries from the portfolio 
through mortgage repayments and through sales of mortgages when market 
conditions warrant. 
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Issuance of nonguaranteed notes 


The notes issued to private investors to replace Treasury financing of the man- 
agement and liquidating functions are not guaranteed by the United States, or 
by any instrumentality of the Government other than FNMA. The law stipu- 
lates that the proceeds from the sale of obligations shall be paid into the Treasury 
for the purpose of reducing the Association’s indebtedness to the Treasury. In 
this manner, the charge against the public debt represented by the portfolio of 
FNMA’s management and liquidating functions is reduced by the proceeds from 
the sale of its notes to private investors. 

The terms and rate of interest of FNMA’s notes are determined by FNMA, 
with the approval of the Secretary of the Treasury. The first issue of such non- 
guaranteed notes took place on January 20, 1955. On this issue FNMA, with the 
approval of the Secretary of the Treasury, fixed an interest rate of 2% percent 
and a term of 3 years. The total amount of the issue was approximately $570 
million. For the purposes of this budget, it has been assumed that no further 
issues will be marketed during fiscal years 1957 and 1958. 


Treasury financing 


The Secretary of the Treasury is authorized to purchase FN MA’s notes as a 
public-debt transaction, as in the past. These notes will bear interest at rates 
determined by the Secretary of the Treasury, taking into consideration the current 
average rate on outstanding obligations of the United States as of the last day 
of the month preceding the issuance of such notes or obligations of the Association. 


WORKLOAD DATA 


Mr. Tuomas. What does it cost you to service your portfolio? 
Insert D-—5 in the record, beginning with summary of workload. 
(The information referred to is as follows:) 


SUMMARY OF WoRKLOAD 


The following table shows the estimated number of mortgages which will be 
involved in operations under the management and liquidating functions, as set 
forth in the President’s budget: 


| 1956 | 1957 1958 








Mortgage purchases..________- A Aad Ab) 2 582 | Meee 8 ict 
Mortgage sales_____- a ee ee a gk a a | 755 | 3, 125 3, 125 


Average portfolio for servicing ag hs teetidessghnaitacseken 346, 146 334, 780 320, 200 








PORTFOLIO RESULTS 


The estimates of the amounts of mortgages purchased, sold, repaid, and held 
in portfolio during the past, current, and budget years are as follows: 


[In millions of dollars] 











1956 | 1957 | 1958 
es | | 
| 
Mortgage purchases...._.._- ahsh abt ntacnd teackueete ed $85. 7 97:0 bwocre- és aoa 
ink inbamnmtiniieoaph ores erin irs 4.5 25.0 $25. 0 
Repayments and other credits. -_.................-..--.-.------ 169.0 175.0 185. 0 


Bene ee i, oo enlist Re ESE J 2, 470.0 2, 287.0 | 2,077.0 




































1727 


FINANCIAL SUMMARY OF ALL FNMA PROGRAMS 


Mr. Tuomas. Insert E-1 in the transcript. 
(The information referred to is as follows:) 


FINANCIAL SUMMARY OF ALL PROGRAMS 


The three chapters of this justification which precede this summary have set 
forth in detail the programs for which separate accountability is required by the 
Charter Act. In order to provide the committee with a consolidated presentation 
of total activities that it may consider the consolidated administrative expense 
limitation, the following table shows the total activity estimated in the budget: 

; 


{In thousands of dollars] 


1956 actual | 1957 estimate | 1958 estimate 








| 
| | 
$228, 952 $1, 070, 000 $820, 000 
430 63, 080 195, 650 

85, 665 17, G00 4... 262s oes 


Mortgage purchases: 
Secondary market operations_-_..............-- 
Special assistance functions. ..............-..-- _ aoe 
Management and liquidating_-_........_-- os ceria 





Total wereneieas... .. 5 ou 315, 047 1, 150, 080 | 1, 015, 650 














Mortgage sales: 
Secondary market operations. ._........--- ee 
Special assistance functions. __-.....-.-..-----. 
Management and liquidating. _..._...._..-- 


2, 909 5, 000 | 35, 000 
4506] 25,000, 25, 000 





ENE MIB orn ee cdncbadndsnanccasssshyiswesweeniow 30, 000 | 
Kepayments and other credits: 
Secondary market operations. .......--- 
Special assistance functions. _......__- 


ped ti thie oimind 3 1, 227 | 
Management and liquidating................-..-..----... 


2, 110 15, 000 40, 000 
168, 953 175, 000 | 185, 000 











Total repayments and other credits.....-. A PE , 171, 066 191, 227 | 228, 750° 
Mortgages on hand, end of year: ee i 
Secondary market operations. ..................-.--..-- a 233, 379 1, 283, 379 2, 028, 379 
Special assistance functions- ___..._- dudiantanthhbinebe 427 62, 280 254, 180 : 
Management and liquidating _............-....--.-..-..- 2, 469, 977 2, 286, 977 | 2, 076, 977 | 
OU MOON CINE COR BS, ecccbucscomineenseaces imeem 2, 703, 783 3, 632, 636 4, 359, 536 





! 





As shown in the table, the amount of mortgages purchased during the current 
year is substantially greater than during fiscal year 1956. This increase is 
attributable almost, entirely to the increased activity in the secondary market 
operations caused by the stringent condition of the mortgage market in recent 
months. The amounts of mortgages purchased in 1958 is estimated to decrease 
somewhat from the 1957 level. 

Mortgage sales by all functions are in relatively minor amounts in all 3 years 
covered by this budget. 

MORTGAGES PURCHASED 





Mr. Tuomas. You show mortgage purchases for secondary market 
operations, special assistance, management, and liquidating. a 
The secondary market for 1958 is $820 million against $1,070 million 
in 1957. 
Special assistance jumps from $63,080,000 for 1957 to $195,650,000 
in 1958. 
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MORTGAGE SALES 


The next table gives mortgage sales which under the circumstances, 
I presume, is fine but it is not what it used to be; is it? 

Total of all types in 1958 is $60 million. 

Mr. BaucuMan. You can rest assured, Mr. Chairman, if the market 
improves 

Mr. Tuomas. No criticism, Mr. Baughman. I think you have done 
a fine job of selling. If the market is below your price it is hard to 
sell; is it not? 

Mr. Baveuman. That is right. 

Mr. Tuomas. Let it be said you did not set the market price, either. 

You have a sweep-up table, mortgages on hand, end of 1958— 
secondary market, $2,028,379,000; special assistance, $254,180,000; 
management and liquidation, $2,076,977 ,000, a total of $4,359,536,000. 
That is alot of money. That compares with a figure of $3,632,636,000 
for last year. 

Your activity apparently is on the increase. Is that true? 

Mr. Baveuman. Absolutely. 


NET INCOME AND EXPENDITURES 


Mr. Tuomas. Insert E-3 in the record. 
(The information referred to is as follows:) 


NET INCOME AND RETAINED EARNINGS 

Net income 

The principal sources of income to FNMA are from interest earned on mort- 
gages in its portfolio, commitment fees, and purchase and marketing fees. Ex- 
penses are (1) interest on borrowed funds, (2) administrative expenses, (3) fees 
for servicing mortgages, (4) sales discounts, and (5) payment of income tax 
equivalent. The latter item of expense occurs only in the secondary market 
operations. Other minor items of income and expense are taken into account in 
computing net income for each fiscal period. 

The following table shows FNMA’s income and expense since its transfer to the 
Housing and Home Finance Agency: 


{In millions of dollars] 


Expense Net income 


Fiscal year: 


Ae Ware won 


$36. 1 
47.1 | 
59. 4 | 

81.1 

69.9 | 
176.3 
1104.6 
1146.3 


™ 
ma 


— ee 
REESE 
G2 on oO me GO 


1 Ineludes Federal income tax equivalent paid in FNM A’s secondary market operations. 


Mr. Tuomas. Look at the net income. This table is in the record 
but it will not hurt to repeat it again. In 1951 you had an income of 
$58,200,000, expense of $36,100,000. It should be loudly noted that 
you make money and don’t cost the taxpayers anything. You hada 
net income of $22,100,000 in that year where you were selling 4 per- 
cent mortgages. 

I add this up roughly and you have net income of some $259 mil- 
lion. Is my figure of $620 million correct and does it show that you 
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took the difference between $620 million and $259 million? What did 
you do with it? 

Mr. Bavucuman. I think.that is rapid calculation. I don’t under- 
stand that. You are dealing with 9 years, at least 8 years, and the 
146 figure deals with 1958, net budgetary expenditures. 

Mr. THomas. How do you balance out? 

Mr. Baucuman. I don’t think you do balance out. 

Mr. THomas. You have to back up here and pick up 1951, 1952, 
1953, 1954, and 1955. Is that right? 

Mr. BaucHMaNn. That is right. 

Mr. THomas. Then would the two columns check? 

Mr. Bavucuman. I doubt very much if they would because you 
borrow money to buy mortgages, and this deals only with net income. 
That is the difference between the income and expense. 

Mr. Tuomas. This table at the top has nothing to do with the 
bottom one. One deals with net income and the top one is total 
expenditures, 

Mr. Buacuman. That is right. 

Mr. Tomas. It has nothing to do with the relationship of your 
profit? 

Mr. Bavauman. That is correct. 


PAYMENT OF INCOME TAX EQUIVALENT 


Mr. Jonas. Do you pay Federal income taxes? 

Mr. Baucuman. We pay the equivalent of Federal income taxes on 
our secondary market operations, 

Mr. Tuomas. $8 million this year. 

Mr. BaucuMaNn. But we do not pay Federal income taxes on special 
assistance or management liquidating funds. 

Mr. THomas. You carry water on four shoulders—one as a private 
corporation 

Mr. Baueuman. That is right. 

Mr. Tuomas. And three as quasi-public. 

Mr. Jonas. You pay no State income taxes? 

Mr. BaucuMan. No, sir. 





PAYMENT OF DIVIDENDS TO TREASURY 


Mr. THoMas (reading) : 

Prior to its transfer from the Reconstruction Finance Corporation in 1950, the 
Association paid dividends of $30,500,000 to that Corporation. Since its transfer 
to HHFA, the Association has paid dividends of $60,500,000 for return to the 
Treasury. The budget estimates that additional amounts will be paid in dividends 
during fiscal year 1957 and fiscal year 1958. 

In 1957 you will have a dividend of $1.8 million, in 1958 it will be 
$11.1 million. 

How much do you pay to the Treasury on your indebtedness 
during the 2 years? 

Mr. BauGuMan. On dividends, on Treasury during 1957, out of the 
$1,800,000 we are paying $1,300,000 on the preferred stock and 
$200,000 on the special assistance back to the Treasury, and $300,000 
on the common stock. 
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Mr. Tuomas. I add up your column roughly to about $470 million 
under reserves and retained earnings since 1951 through 1958. What 
is the difference between that and net income? 

Mr. Bauvcuman. You will see under the net earnings up above, 
retained earnings up above, we already paid $29,500,000 to the 
Treasury in dividends in 1952 and then $31,500,000 in 1953. 

Mr. THomas. You paid no income tax then? 

Mr. Baucuman. That is right. 

The earnings we make on the management liquidating operation we 
set up as a reserve for losses if we have to sell the mortgages at a loss. 


COMMON STOCKHOLDERS AND DIVIDENDS 


Mr. Tuomas. Who are the biggest stockholders and biggest earners 
for 1958? Will you insert that in the record? 

Mr. BaucHMaNn. You want individual names? 

Mr. Tuomas. Yes. 

Mr. BaveumMan. Common-stock holders and __preferred-stock 
holders? 

Mr. Tuomas. Yes. Give us some of the big ones, say a half 
dozen of the biggest ones. 

Preferred is mainly the Treasury, is it not? 

Mr. BauGcuman. It is the biggest one, yes. 

Mr. Tuomas. Common-stock holders then. They have to buy 
2 or 3 percent of your stock every time they sell you mortgages. 
Let us include a couple dozen of them in the record. 

(The information requested is as follows:) 

The amount of stock held by one party varies from month to month depending 
on purchases, trading, etc. The following were the largest stockholders at 


December 31, 1956, with the amount of dividends paid them in calender year 
1956: 





Common | Dividends 
stock held at | paid during 
Dee. 31, 1956 | 1956 


C, F. Childs & Co., Inc : 4, 498 | $807. 84 
National Homes Acceptance Corp 3, 567 5, 244. 67 
Hannan Real Estate Exchange, Inc- 3, 072 | 4. 561.10 
T. J. Bettes Co ‘ 2, 685 1, 459. 79 
T. J. Bettes Company of California - _- | 2, 027 | 1. 295. 40 
The Coffeyville Loan & Investment Co., Inc j 1, 631 t71. 41 
Citizens Mortgage Corp- ; | 1, 578 | 1, 843. 31 
Mountain State Investment Corp. ; 1, 438 | 1. 452. 48 
Long Beach National Bank_-_--..--..-.--.---- 4 7 1, 334 | 965. 77 
Mortgage & Trust, Inc_. caenaese nee ; | 1, 267 | 137.19 
James T. Barnes & Co -__----- Cael. g | 1, 217 258, 40 
First Federal Savings & Loan Association of Coffeyville. 1, 216 | 1, 236. 41 
Gerstley, Sunstein & Co oa : : 1, 171 494, 70 
Lumbermen’s Investment Corporation of Texas 1, 154 GRR 84 
Palomar Mortgage Co-......-.----- , onininninentheteb ad eaes 1, 145 | 317. 56 

seek beck niph tdi dadewak Ghadddssdecakbbbocenakeadusdene=| 29, 000 | 21, 234. 87 





STOCK PURCHASE AS A DISCOUNT 


Mr. Jonas. Why should the 2 percent they have to pay to buy stock 
with, why should that have any relationship to discounts? That is 
an investment they are making. 

Mr. BavucuMaNn. That is right. 
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Mr. Jonas. I don’t see why a builder or a borrower should have to 
pay a discount. In all the discussion of discounts that is one of the 
items referred to, the fact they pay this 2 percent. 

Mr. Tromas. It ties up that much of their good capital, too. 

Mr. Jonas. They are getting dividends on it. 

Mr. Tuomas. It is a bludgeon that FNMA hits them over the head 
with. You buy my stock or we don’t buy your mortgages. 

Mr. BauauMan. Wait a minute here. 

Mr. Jonas. The borrower is repaying the seller for the seller’s stock 
investment. 

Mr. Tuomas. What is wrong with that statement I made and what 
is wrong with Mr. Jonas’? If he doesn’t buy 2 percent of your stock, 
and it used to be 3, and the only reason it was 3 is because we moaned 
and groaned about it. 

Mr. Baucuman. Let us go back to the basic principle of the organ- 
ization and the incorporation. 

Mr. Tuomas. Is that true, he either buys 2 percent of your stock 
or you don’t buy his mortgages? Yes or no? 

Mr. BaucuMan. He does buy 2 percent of the stock, and the purpose 
of it is that eventually we must create private capital in this organ- 
ization. 

Mr. Tuomas. I know that. Answer Mr. Jonas’ question now, 

Mr. Jonas. Why is that? 


STOCK PURCHASE AS AN INVESTMENT 


Mr. Baucuman. I think there is a very much mistaken idea there. 
They consider this as a charge against their discount included in the 
price they have to pay for selling the mortgages, where in fact it is a 
good investment. It is backed up by insured mortgages and it is 
a stock investment. 

Many of these builders say they cannot hold this stock because 
they need the capital in their own business and sometimes they have 
to dispose of it, and sometimes they take a loss in disposing of it 
very quickly; but it is an investment and basically the principle is 
that the people who use this facility should contribute and put in 
some capital into the secondary market such as we have so eventually 
they will have a sizable corporation whereby the secondary market 
operation will be available to them in times of short money. 


MARKET TRADING IN COMMON STOCK 


Mr. Jonas. The stock that you issue on this 2-percent business is 
completely negotiable? May it be traded? 

Mr. BaucuMaNn. Freely transferred. It is listed in the Wall Street 
Journal in the over-the-counter market. We had that done on 
January 16. It is quoted every day. 

Mr. Yates. What is it quoted at? 

Mr. BauGuMan. 53% to 56%. Par is 100. 

Mr. Yates. If par is 100 why is it only 53? 

Mr. Baucuman. There are two basic reasons for it. No. 1, it isa 
new stock. No. 2, it takes 

Mr. Tuomas. It is higher today than it was a year and a half ago. 
What was it then? 
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Mr. Baueuman. Lowest point it ever reached was 39. 

But until you get buyer interest in this stock and get knowledge of 
it, and there is considerable knowledge now, it has gone up from 39 
to 56%, and people are taking a great deal of interest in it. Once you 
get buyer interest in a stock it will move on. 

Mr. Yatges. You cannot lose as a stockholder in your company, 
can you? 

Mr. Baucuman. I wouldn’t think so. 


ADMINISTRATIVE EXPENSES 


Mr. Tomas. Insert page F-1. 
(The information referred to is as follows:) 


Hovsine aND Home Finance AGENcy, FEpERAL NATIONAL MortGaGE 
ASSOCIATION 


ADMINISTRATIVE EXPENSE—LANGUAGE 


“Not to exceed [$3,775,000] $5,250,000 shall be available for administrative 
expenses, which shall be on an accrual basis, and shall be exclusive of interest 
paid, expenses [including expenses for fiscal agency services performed on a 
contract or fee basis] in connection with the issuance and servicing of [obliga- 
tions] securities, depreciation, properly capitalized expenditures, fees for servicing 
mortgages, expenses [including services performed on a force account, contract, 
or fee basis, but not including other personal services] in connection with the 
acquisition, protection, operation, maintenance, improvement, or disposition of 
real or personal property belonging to said Association or in which it has an in- 
terest, cost of salaries, wages, travel, and other expenses of persons employed 
outside of the continental United States, expenses of services performed on a 
contract or fee basis in connection with the performance of legal services, and all 
administrative expenses reimbursable from other Government agencies; and said 
Association may utilize and may make payment for services and facilities of the 
Federal Reserve banks and other agencies of the Government: Provided, That 
the distribution of administrative expenses to the accounts of the Association 
shall be made in accordance with generally recognized accounting principles and 
practices: Provided further, That not to exceed [$150,000] $225,000 shall be 
available for expenses of travel.” (12 U. 8. C. 1716—-1723d; 5 U.S. C. 1332-15; 
Independent Offices Appropriation Act, 1957) 

(The limitation under this head in title II of the Independent Offices Appro- 
priation Act, 1957, on administrative expenses of the Association is increased 
from “$3,775,000” to “$4,025,000”, and limitation thereunder on expenses of 
travel is increased from ‘'$150,000” to “$175,000”: Provided, That $100,000 of the 
foregoing increase in administrative expenses shall be available only upon the 
enactment into law of the amendments to subsection 303 (b) of the National 
Housing Act, as amended, contained in 8S. 3855, Eighty-fourth Congress, with 
respect to nonrefundable capital contributions by mortgage sellers, or legislation 
of similar effect.) 

LANGUAGE CHANGES REQUESTED 


Mr. Tuomas. Also insert F-2 in the record at this point. 
(The information referred to is as follows:) 


EXPLANATION OF LANGUAGE 


The proposed language follows the text of the authorization as enacted for the 
current year (fiscal year 1957) with the following proposed changes: 

1. Change in the amount of the authorization for administrative expense from 
$4,025,000 (currently estimated at $4,325,000)! to $5,250,000; within these 
amounts, the authorization for travel will be increased from $175,000 in fiscal 
year 1957 to $225,000 in fiscal year 1958. 





1 This item includes supplement to be submitted to the Congress estimated at $300,000. 
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2. Change the word “obligations” to “‘securities.’’ It will be noted that the 
overall authorizing language expressly excludes from the scope of the annual 
limitation on administrative expenses certain types of corporate or business 
expense. The item now under consideration reads ‘‘expenses (including expenses 
for fiscal agency services performed on a contract or fee basis) in connection with 
the issuance and servicing of obligations * * *.” In arranging for the issuance 
of its notes, debentures, or other obligations the Association has provided for the 
establishment of a fiscal agency in New York; in addition to the services performed 
by the fiscal agency, the Association utilizes the fiscal agency services of the 

reasury Department and those of the Federal Reserve banks. These activities 
are handled under contracts or appropriate working agreements which include 
provisions for reimbursement of the expenses involved, with widely variable costs 
dependent upon volume of activity. 

he Federal National Mortgage Association Charter Act, under which the 
Association commenced operations on November 1, 1954, provides not only for 
the issuance of obligations but also for the issuance of shares of common stock 
of the Association. Initially, the issuances and transfers of its stock were not high 
in volume and the Association acted as its own transfer agent and registrar. 
More recently, when it appeared that the volume of work in the future would 
increase materially, arrangements were made to have these specialized activities 
conducted for the Association by private enterprise organizations under contract. 
Under these contracts the costs will vary dependent upon the volume of activity 
in the issuance and transfer of stock (but in any event, at an overall savings to the 
Association when compared with the costs that would be incurred if these functions 
were performed directly by FN MA personnel). 

Subscriptions for common stock are made incident and in proportion to the 
amount of sales of mortgages to the Association. Total subscriptions are esti- 
mated to exceed $20 million by the end of fiscal year 1957. Like stock generally, 
the shares of common stock of the Association are freely transferable. 

When the word “obligations” is changed to ‘‘securities,” the language will make 
clear the intent that corporate or business expenses related to the issuance and 
servicing of both obligations and stock are to be excluded from the limitation 
on administrative expenses. 


ADMINISTRATIVE EXPENSFS BY ACTIVITY 


Mr. Tuomas. Insert the table at the bottom of page F-3. 
(The information referred to is as follows:) 


TaBLE I.—Federal National Mortgage Association—Administrative expense, by 
activity (under limitation) 











Activity Actual, 1956 Estimate | Estimate 
1957 | 1958 
=, Sli Sais hahdhctsch sbelelibaaetia-ainnbadcilgieuaackanevaaletenditon ———— a ae 
Geoomdary Market GHeratiOns.... .~<-.- ..sansecapess-ddnensasiens $953,105 | $1, 550, 000 | $2, 450, 000 
Suoeleasiotenes tuvietions. ...........-. 5022 22222 o seas 5, 921 | 275, 000 | 650, 000 
Management and liquidating functions. ._........--.--.-- secu 2, 536, 681 2, 200, 000 | 2, 150, 000 


ee De: BI kes fe 3, 495, 707 | 1 4, 025, 000 | 5, 250, 000 





1 This estimate is proposed to be increased by $300,000 in a supplemental authorization request to be 
submitted to the Congress. 


PERSONNEL BY ORGANIZATIONAL UNIT 


Mr. Tuomas. Now we will look at personnel. 
Insert page F—4. 
(The information referred to is as follows:) 


88278—57—pt. 2——_56 
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Tas LE Il.—Housing and Home Finance Agency, Federal National Mortgage Asso- 
ciation—Comparison of personnel by organizational unit 























1956 actual 1957 estimate 1958 estimate 
Organizational unit Me arts Pow "| i lee ins is 

Posi- | Man- | Posi- | Man- | Posi- | Man- 
tions | years | tions | years tions | years 
—_ — — a — a ———-| | — = eee = ——_ a 

Departmental: | | 
Office of the President. -.......-.- ae 10 | 7.7 8 | 7.3 | 8 7.6 
Office of the General Counsel. -.- setae 12 9.2 15 13.3 17 | 16. 1 
Office of the Controller 2] 18.8 | 20 18.7 | 24 22.8 
Office of the Secretary-Treasurer onl 45 28.2 36 34.9 | 41 39.0 
Budget Division_- . rail 3 | 2.4 | 4) 3.2 | 3 2.9 
Examination and Audit Division. vo] 7 5.5 | > 7.6 | 10 | 9.5 
Loan Administration Division_- : Brot my 6 URI 11 10.4 | 13 12.3 
Personnel Division cand .| 7 5.0 | 2 6.2 | 7 6.6 
Total departmental... -- | 1s} 869] 109] 1016] 123] 1168 
| —————S>.-s bO«=———Sanhs eee" | —————__—_—_— | —— = =| — — 

Field (agency offices): | } | | 
Office of the Agency Manager-------- udicivaliuain 25 22.9 25| 24.4] 25 | 24.4 
Controller’s Division _ _- 188 | 168.8 | 242) 175.8 | 234 | 223.3 
Examination and Audit Division. 40 35.3 48 36.0 | 53 | 50. 4 
—_ Nera idee obese hte bisitiode'e ----| 46 38.7 | 59} 44.0} 54 51.3 
an Division st . ' | 39 125. 7 208 156. 0 | 192 182. 4 
Secretary-Treasurer’s Division... .__ eal... ae 93, 1 136} 102.0) 146] 138.7 
Petit CIR. Kickin Ack ccc. steer 545 | 484.5) 718 | 538.2} 704] 670.5 
oo SpA: lee ih eal a --| 663 571.4 | 827 | 639.8 827 | 787.3 

| | ' 
! 





> 


Mr. Tuomas. You go from 633 people in 1956 to 827 in 1957, and 
it is the same as last year? 

Mr. Bavcuman. Those are positions and not man-vyears. 

Mr. Tuomas. Anyway, that is what you want. In the field you 
have 545 in 1956, 718 in 1957, and 704 in 1958. Departmental has 
118 in 1956, 109 in 1957, and 123 in 1958. 

Mr. Baveuman. | think the way to base that is on man-years, 
Mr. Chairman. I don’t think positions show the story. We have 
had trouble recruiting, and man-vears is much better. 

Mr. Tuomas. You are not showing any increase for this coming 
vear over 1957. 

Mr. BavaHMAN. We ave in man-years, sir. 

Mr. Tuomas. You can add 15 percent to your man-years, and that 
gives you the correct number of jobs. 


WORKLOAD ACTIVITY 


Mr. Tuomas. Let us put F-8 in the record, F-9, and G-1. 
(The information referred to is as follows:) 


JUSTIFICATION BY ACTIVITY 
MORTGAGE PURCHASING 


The volume of mortgages to be purchased in all programs during fiscal years 
1957 and 1958 will depend upon two factors: (1) the rapidity with which mort- 
gages are offered for purchase to FNMA by holders of outstanding commitment 
contracts which originate in the secondary market operations and in the special 
assistance functions; and (2) the volume of mortgages submitted to FNMA for 
immediate purchase under its secondary market operations. Too, the volume of 
mortgages offered to FNMA under the secondary market operations will be in- 
fluenced by the rate of the common-stock subscriptions, the price to be paid for 
those covered by standby commitment contracts and immediate purchase con- 
tracts, and the prevailing condition of the money market, 
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The volume of mortgages submitted for purchase in the special assistance fune- 
tions during fiscal year 1957 will, in all probability, be relatively small. FNMA 
had outstanding commitments and contracts at the start of fiscal year 1957 of 
only $19.3 million; however, it is estimated that commitments to be issued under 
this program will be relatively heavy during fiscal years 1957 and 1958. On the 
other hand, it does not appear that construction will be completed or that financ- 
ing will have been consummated to the extent that substantial volume of mort- 
gages will be tendered for purchase during fiscal year 1957. In fiscal year 1958, 
it is expected that approximately 15,500 mortgages will be purchased by FNMA 
from this program. 

The types of mortgages to be submitted under the secondary market operations 
is expected to be of sufficient quality and in such volume as will permit the pur- 
chase of approximately 74,500 mortgages in fiscal year 1958. It is estimated that 
only about 12,500 mortgages will be submitted to the Association for purchase 
pursuant to standby commitments. 

The procedures attendant upon the issuance of commitments and the purchase 
of mortgages pursuant thereto under both the special assistance functions and the 
secondary market operations are such that the operation is currently more difficult 
and costly than was experienced under previous FNMA commitment programs. 
This situation is a consequence of the requirement for on-the-site inspection of 
collateral properties, in order to assure that mortgages purchased are of such 
quality, type, and class as to meet generally the purchase standards imposed by 
private institutional mortgage investors, and the determination of local price 
relationships to national mortgage market prices. 

The table which follows sets out the actual and estimated amounts of mortgages 
to be purchased under each program during each fiscal year of the period covered 
by these estimates. 

[Dollars in thousands] 
Fiscal year | Fiscal year Fiscal year 

1956 1957 1958 


| 





Secondary market operations... __- ers $228,952 | $1, 070, 000 | $820, 000 
Special assistance functions .. ie ; 430 63, 080 195, 650 
Management and liquidating functions __-_--_- 85, 665 | 17, 000 | Stace 
tek cee iets. . 315, 047 1, 150, 080 | 1, 015, 650 
1 





SALES 


The volume of mortgage sales from the original FNMA (management and 
liquidation) portfolio for fiscal year 1957 is estimated at $25 million in contrast to 
$4.5 million in sales for 1956. FNMA withdrew this portfolio from the market 
in October 1955 because of conditions prevailing in the mortgage market and 
has not, thus far, established a definite date on which the portfolio will again be 
offered for sale to investors. It is now believed, however, that the portfolio will 
again be offered for sale during fiscal year 1957 and limited sales will be accom- 
plished in both fiscal year 1957 and fiscal year 1958. For each of fiscal years 
1957 and 1958 a volume of $25 million in sales is estimated. 

In order to assure the desired volume of mortgage sales from the secondary 
market operations portfolio, it will be necessary to continue an aggressive sales 
program. Such a program will cost more in manpower and in travel expenses 
during the fiscal years 1957 and 1958 than in fiscal year 1956. This program must 
be directed to the mortgage investment market, one segment of which is that 
group of investors located in large financial centers, and the other is that group 
of investors composed generally of local building and loan associations, banks, or 
other such local investors. 

The first of these groups usually purchase large blocks of mortgages and employ 
servicing agents to service their holdings. In order to obtain the desired return 
on their investment, this group currently purchases mortgages at prices which 
are generally lower than those at which FN MA’s mortgages are offered for saie. 
The overall FNMA portfolio will, therefore, not be sufficiently attractive to this 
type of investor as to assure the desired sales volume. 

Consequently, the logical purchaser for FNMA mortgages is the category of 
investors which ordinarily purchases mortgages in small volume and performs 
its own servicing operation and thus can purchase FN MA mortgages at the price 


eno mn ery arg 
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offered and still obtain a satisfactory return on its investment. In order that 
FNMA may interest this group of investors and assure the success of its sales 
program, more extensive travel by a larger number of personnel will be required 
during fiseal years 1957 and 1958 than was required during fiscal year 1956. 


Personal services 


| | 
| 1956 actual | 1957 estimate | 1958 estimate 


| 


Westies telst elas ali yobas bose 663 | 827 827 
SII, Doo dnrnctiinhs inane te udinien ¢ dheip epleopnencapreduonaing bil 1.4 1 639.8 | wa 3 
6 | 1 $3,381,100 | $4, 190, 


Teen enn ene ee. aan | $2, 986 13 


1 These items do not include the mar-years and salary costs to be included in the supplemental author- 
ization to be submitted to Congress. 


These estimates represent an increase in fiscal year 1958 over fiscal year 1957 
of $147.5 ' man-years and a corresponding increase in personnel costs of $808,900.! 
These increases are distributed as follows: 


| 1957 estimate | 1958 estimate| Increase 








Man-years: | 
Went SOc es belive Due logon gos! 101. 6 | 116.8 | 15.2 
BR chk ACh dhth be cdidu Shonen och Odo bh bind chidbebieitodbhle 538. 2 | 670. 5 | _ 182.3 
I incktinncttincterientcwiaiiamiaoapapaayans 639. 8 787.3. "447 5 
Personal services: Cn ee oie beh bn 
ee ail anal agin cieinebetinaboatnmmmuine | $690, 900 $744, 700 | $53, 800 
ER te Tae ho ee | __ 2,690, 200 | 3, 445, 300 755, 100 
a ists idk bhidsbicdtindminisehaldanthlbinak | 3,381,100 4,190, 000 a 308, 900 


The areas of increase are reflected in the table in the narratives which follow: 


Deparimental 


The man-year estimates for each of the organizational divisions, together with 
departmental salary costs are shown in the table below: 


| } 
1956 man-year|1957 man-year|1958 man-year 








irequirements| estimates | estimates 

a od Ca abhaeneecueeghbehwobans 7.7 | 7.3 7.6 
ean ae CNN od i es a wcancasdosuce 18.8 | 18.7 22.8 
Office of the General Counsel. __.........-.-.-.-.------------- 9. 2 | 13.3 16.1 
Office of the Secretary-Treasurer_...........--.---.-------.--- 28.2 | 34.9 39.0 
nc ueceminesediinonnnel 2.4 | 3.2 2.9 
Examination and Audit Division | 5.5 7.6 9.5 
Loan Administration Division | 10.1 10.4 12.3 
le stereos 5. oO | 6.2 6.6 

Total departmental man-years ..............-.---.---.. 86.9 | 101.6 116.8 . 


Total departmental salary costs_...........-.-..-----.-- | $578, 655 | $690, 900 $744, 700 





1 These items do not include the man-years and salary costs to be included in the supplemental author- 
ization to be submitted to Congress. 
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OTHER OBJECTS 


Mr. Tuomas. Insert. the table on other objects in the record, H-1. 
(The information referred to is as follows:) 


TasLE IV.—Other objects of expense 














Under limitation Actual, Estimate, Estimate, 
1956 1957 1958 
sists MS | $106, 416 $175, 000 $225, 000 
G3 ‘Transportation of things..............scsesckb4sdge ce 4,211 | 5, 000 | 5, 
04 Communication services-.----- k Sitihieeamaeaa aaa | 64, 797 72, 800 | 89, 100 
05 Rents and utility services....................-.- semnisiuniaek ai 220, 118 258, 800 312, 900 
06 Printing and reproduction ....................-.-.--_..-__| 31, 099 35, 000 42, 700 
07 Other contractual services: 
GAO andit expemse.._..._...__.._.. Bfisoun ele. io 14, 000 18, 000 18, 000 
Miscellaneous contractual services-...............-..- 30, 138 33, 700 41, 500 
Payments under “Federal Employees Group Life | 
Insurance Act of 1954’”’.........-....-.-...--.- thd 9, 637 12, 700 | 16, 100 
08 Supplies and materials-__--_.---- was dn ck aadipee Mesos 26, 67: 29, 900 | i 
11 Grants, subsidies, and contributions. -.-...................}..-.-------- WL bes Ana 270, 000 
16 Taxes and assessments (FICA tax) -_-..-......---....--.-.-- 1, 863 3, 000 3, 
Diagn -cecrnd edeeatgnisisd-iensdéglahctintios 508, 951 | 1 643, 900 1, 060, 000 


1 Does not include increases in supplemental authorization to be submitted to Congress. 


Mr. Tuomas. Travel goes from $175,000 in 1957 to $225,000 in 
1958. Rents and utilities go from $258,800 to $312,900. Printing 
and reproduction goes from $35,000 to $42,700. Dr. Phil Young gets 
you for $270,000 this year, which is a new expenditure. Your other 
objects add up to $1,060,000 for 1958 against $643,900 in 1957. Itis 
quite a sizable increase. 

Your other objects are about 25 percent of your total salary bill. 
It%seems a little high. 


EXPLANATION OF LANGUAGE CHANGE 


Mr. Bavcuman. On the language change, I just would like to ex- 
plain what we have in mind. When we started to issue this common 
stock, we started to act as our own transfer agent and registrar. 

With this language change in here this lets us exclude that expense 
from administrative expense. It is on a rising basis due to increased 
number of shares. 

This past vear we figured out what it would cost us to operate this 
transfer agency and registrar business, and it would be considerable. 
We would have had to put a number of employees on. 

We therefore put this work under contract to two New York banks 
who are in the transfer agency business and the registrar business, and 
we would like that language changed to exclude this expense from 
administrative-expense limitation. 

Mr. Yares. On what page is this justified? 

Mr. Hanp. Page F-1, Mr. Yates. 





a 
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Mr. BaucuMan. We estimate it will cost about $12,000 this year on 
a contract basis, and if we did it it would cost twenty-four to twenty- 
five thousand dollars. They have all the machinery, facilities, and 
efficiency to do the job. 

Mr. Yates. Didn’t you hire somebody for that purpose? 

Mr. BaueuMan. On a contract basis. 

Mr. Yates. Whom did you hire? 

Mr. Bauveuman. The United States Trust Co. is the registrar and 
Manufacturers Trust Co., the transfer agent. 


OTHER OBJECTS 


Mr. Tuomas. Let us take a look at these other objects. None 
of them are too much out of line. What about your “Supplies and 
equipment’’? 

Mr. Hanp. That is all based upon a mandatory cost factor that 
we have. That is an experience factor. 

Mr. Tomas. That does not mean much to us. What are you 
going to buy with it? You have a lot of transportation and com- 
munication services. 

What about rents and utilities? Who is nicking you for all of this 
money? Is it GSA? 

Mr. Hanp. That is part of it. 

Mr. Tuomas. I note it is anticipated that it will remain in the 
same level. How much is that for Washington? 

Mr. Hann. About $4,200 at the present time, sir. 

Mr. THomas. Why does not Mr. Floete in the General Services 
Administration take care of it? 

Mr. BavuauMan. Because we are a corporation, and we stand on 
our own feet. 

Mr. Tuomas. That is the answer. 

What about printing and binding? 

Mr. BaueuMman. We have quite a little of that. 

Mr. THomas. What are you paying for that space over there? 

Mr. BAuGHMAN. $2.53 per square foot was the last figure. We will 
get the exact figure for you and insert it into the record. 

Mr. Tuomas. Well, the FHA is paying $4 per square foot. You 
are doing a whole lot better than they are doing. Is it not $4 that 
FHA is paying? 

Mr. Yates. Is that the amount they are paying for space? 

Mr. Tuomas. Yes, sir; I believe it is. It was listed in their 
justifications at $4. 

That is pretty expensive rent. 

Mr. BaueuMan. We will put it in the record, whatever we are 
paying, and I want you to know that our field offices are growing 
with all these additional projects. 

(The information requested is as follows:) 
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Summarization of current rental contracts 














Square Cost per Total cost 
footage | square foot | 
Atlanta, Ga_- Sana tapes: eae samee eee eee) wo | $2. 75 | $35, 750 
Chicago, Tll.........-.- gant ae o sanaweiculanle nas 15, 200 | 3.16 48, 032 
Dallas, Tex... -_- Kew te aie wv aniiaek aicceeciaee 16, 185 2. 24 36, 254 
Los Angeles, CMG So icdece: tested ; ree 14, 700 2.75 40, 425 
Philadelphia, Pa... iieaia cil Aline iPad ta dalaliebaiea cane 7, 912 3.00 23, 736 
tel bt pean otis. J. jot i. isc accel 66, 997 12.75 | 184, 197 
New York Fiscal and Sales Office. cadena 963 5. 77 | 5, 557 
Washington, D. C__.__- OL Schuh tein aaa 13, 268 3. 40 | 45, 122 
TO We Cent vadacatcasnnsccescdeumbaleneeeenme 81, 228 12.89 234, 876 








1 Average. 
FIELD OFFICES 


Mr. Tuomas. How many field offices do you have? 
Mr. BauauMan. We have 5 separate offices; we have 1 in Phila- 
delphia, 1 in Chicago, 1 in Atlanta, 1 in Dallas, and 1 in Los Angeles. 


PERSONNEL IN FIELD OFFICES 


Mr. Tuomas. Where is your personnel? It is under ‘Personal 
services’”’ as well as I remember. 

Mr. Hanp. I do not tbink I have it by office there, Mr. Chairman. 

Mr. Tuomas. I saw it some place. 

Mr. Baucumay. It is by field. 

Mr. Tuomas. That is what I am talking about—your five field 
offices. Where are they? 

Mr. Hann. They appear on page G-3 of the justifications. We 
have the total field offices by divisions. 

Mr. Tuomas. You do not set it out as to the number of personnel 
at each one of vour locations. 

Mr. Hann. We can do that for the record. 

Mr. Tuomas. Can you read it into the record at this point? 

Mr. Hanp. We will be glad to furnish it. 

(The information requested follows: ) 


: 
4 
i 
1 











000 ‘061 + 


008 ‘625 
000 ‘292 
002 “6e8 
009 ‘869 
009 ‘659 
O0L “PRLS 


098 “992 *F 


962 ‘LSb 
062 ‘9LL 
S29 ‘FL8 
926 ‘602 
SOF ‘eg 
OLE ‘Z9L$ 


siveA-uvUl 
zoquin Ny 


ayer ATBTes 


sjsoo Areres| ypenuuy 


8961 BoA [BOST J 


‘L961 ‘996] sapak yoosy, ‘s7s09 





“fejuowerddns pesodoid uy 103 popraoid s}s00 Arv[es Jou pue SIvOA-UBUI BpNpoUy OU S90q 


1330, 


women ---<-er “erydiepergd 
w~ormn-=-"""FBO ‘sopesury So’T 
eheneeses "xO, ‘SBITeq 
601 Il ‘o#e01GD 
FIT — “oo "BEY “BIUBITV 
SII O *q *WOpBuTYSE MA 


re | £99 
99 
at 
get 


29 ‘661 ‘F 


Oee ‘LE 
G89 ‘PRL 
S86 ‘168 
SPS “SZ 
oe6 ‘TS9 
O66 ‘60L$ 


L428 8 689 
96 

LST 
LL 
eri 
Zel 
gz 


oot ‘18e 


002 ‘ORE 1 
002 “P09 « 
006 ‘689 1 
OOF “299 1 
000 ‘20S 1 
006 ‘069$ 


228 


88 

Zor 
CsI 
6FI 
rel 
601 


9o2 ‘986% | FOL ‘SLE ‘et 
668 ‘ZI 
808 ‘gee 
6e¢ “16S 
III ‘FOF 
SFL ‘SLb 
ggg ‘Sieg 


0°19 
L°80r 
z 6IT 
8 66 
8 °o6 
6 ‘98 


OLI ‘OFE 
g¢g ‘289 
OST ‘099 
CZe ‘bE 
Sez ‘Sze 
682 ‘FILS 


0°99 1 
Glétr 
98811 
9°lIt 
¢ 001 
9 “TOT 


suorysod 
Joquin NJ 


smoT}Tsod 
ioquin 


sivoA-UBUl | suoTjTsod 
Joquin Ny Joquin N 
oo 


o7e1 Areyes 
s7s00 Argjeg|) jenuuy 


sreoA-UBUL 
soquin N 


o781 Areyes 
jenuuy 


$}s00 Alvyeg 


| 
| 9S61 1e0A TROST | 


| LE6[ V0 [ROST TJ 


896] pun 
fisppos pup ‘ayns fiumpos ponuun, ‘savafi-unu ‘suoyrsod fo uosrandwog—uoynrdossy abobjs0py pouowvnyy posapay 


1741 


Mr. Tuomas. The office manager in each agency office is responsible 
for directing and coordinating programs and related functions? 

Mr. BaveuMan. Yes, sir. 

Mr. Tuomas. “Other contractual services” covers a wide range of 
types of expenditures. The principal item is “Audit for FNMA 
accounts.” 

What does GAO charge you? 

Mr. Bauauman. $18,000 this year. 

Mr. Tuomas. GAO is listed at $18,000 this year, and it was $18,000 
last year. 

Then, you have your Federal employees contribution to the insur- 
ance fund in the amount of $12,700 as against $16,100. 

Next is your “Miscellaneous contractual services.”” What is that? 

Mr. Bauauman. That includes repairs to equipment. 


EXPLANATION OF LANGUAGE CHANGE 


Mr. Chairman, may I raise that question again about this language 
change? 

Mr. Tuomas. Surely. 

Mr. Baveuman. This language change on page F-1 was just 
explained to some of the other members of the committee. We 
started out acting as our own transfer agent and registrar and we 
found it was going to cost too much money for us to do it, because we 
were not equipped to do it. Therefore, we made a contract with the 
Manufacturers Trust Co. and the United States Trust Co., who do 
this type of work in New York and we would like the language 
changed and we have recommended the language changed in that 
regard. 

Mr. Tuomas. On what page of the justifications does that request 
appear? 

Mr. BauauMan. On page F-1. F-2 explains the deal entirely. 

Mr. Tuomas. What expenditures are you making for that? 

Mr. BaueuMan. It is going to cost us approximately $12,000 this 
year. We could not do it for anywhere near that sum. It would 
cost us probably double that amount to do it. 

It will increase according to the number of shares of stock out- 
standing. 

Mr. Tuomas. Also, the word “obligations” is changed to ‘‘secur- 
ities?” 

Mr. BauGuMan. Yes, sir. 

Mr. Tuomas. This language change would make clear the intent? 

Mr. Baueuman. Yes, sir. 

Mr. Yates. Who was selected as the transfer agent? 

Mr. Baueuman. The Manufacturer’s Trust Co. 

Mr. Yates. Was this on a competitive basis? 

Mr. BaueGuMan. Yes, sir. 


OFFICERS OF FNMA 


Mr. Yates. Is there a list of your officers in the justifications? I 
have not seen it. 

Mr. Baueuman. No; but we would be glad to furnish them to you. 

Mr. Yates. I know you are the President, but I do not know who 
the other officers are. 





<ceestaaaitcrnati aeaieeiiiialsallialnei meeps 
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Mr. Bavueuman. We have a board of directors of five, and we 
have a president, a vice president, a secretary-treasurer, and the 
controller. 

(The following information was subsequently submitted for the 


record:) 







FEDERAL NATIONAL MortGAaGeE ASSOCIATION 











Board of Directors: 
Albert M. Cole, Chairman 
J. Stanley Baughman 
Robert Newton Reid 
Lewis E. Williams 
Frank J. Meistrell 
Officers: 
J. Stanley Baughman, President 
Robert Newton Reid, Vice President and General Counsel 
K. C. Borregard, Secretary and Treasurer 
Facius W. Davis, Controller 


Mr. Tuomas. You have on that Board, I suppose, Mr. Weeks, 
Mr. Humphrey, Mr. Cole, yourself, and who is the other one? 

Mr. Baucuman. We have Mr. Cole, Mr. Williams, Mr. Reed, 
Mr. Meistrell, and myself. 

Mr. Tuomas. Off the record. 
(Discussion off the record.) 





















NET EARNINGS OF FNMA 
Mir. Yares. What is the page which shows the earnings of FN MA? 
Mr. Hann. Page E-3, I think; down at about the bottom. 
Mr. Tuomas. I have it right here. 
It takes a good man like Mr. Baughman to make that much 
money, and he did it on 4 percent mortgages. He made that $22 
million on 4 percent mortgages. 

Mr. Yates. I thought it was $28 million at 4 percent. 

When did the transition take place? In what year? 
Mr. BauveuMan. In 1954. 

















ONE-FOR-ONE PROGRAM 





Mr. Yarrs. When did you first start selling your mortgages at a 
discount? 

Mr. Bavucuman. In 1953, I think. 

Mr. Yates. What was the reason for selling those mortgages? I 
think you sold approximately $500 million worth; did you not? 

You sold that many at a 4 percent discount; did you not? 

Mr. BauGuMaNn. Yes, sir. It was what was called the “one-for-one” 
deal. At that time I think you recall the builders were very anxious 
to get commitments to start construction and that is why we sold 
them. We issued the commitment at the same time, and if they 
bought so many mortgages, they were permitted to sell a similar 
amount of mortgage to us as to what they bought from us. 

Mr. Yates. Why were they sold at a discount? 

Mr. BauGHMAN. Because the market demanded it. 

Mr. Tuomas. Was there not a lot of pressure on FNMA then to 
get out of business, and turn it over to private enterprise? In addi- 
tion, about that time there was a lot of heat on to increase the public- 
debt limitation and possibly when it all balanced out, they figured out 
that this was a good way to pick up about a half billion dollars. 
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How many of those mortgages did you sell at that discount? 

oe BavuGHMAN. We were authorized to scil up to $500 million 
worth. 

Mr. Yates. They were offered for sale before you had an authoriza- 
tion from Congress, were they not, at a discount? 

Mr. BaveuMan. Not at a discount. 

Mr. Yares. I remember talking about a ‘bankers’ bonus bill” and 
the fight we had coming out of this committee. I think it was with- 
drawn from the bill. It then went over to one of our other com- 
mittees, and that is where you got your authorization? 

Mr. BaveuMan. That was in 1953 that that took place. 

Mr. Yates. Is not that the history of what occurred? 

Mr. BauGuMan. In 1953 is when the “1-for-1’’ deal started—in 
the summer of 1953. 


REPAYMENTS IN MANAGEMENT AND LIQUIDATION 


Mr. Yates. Those are the type mortgages that are still paying off 
in full in your portfolio; are they not—the ones that were sold at a 
discount? 

Mr. BauGuMan. They are being reduced by repayments every 
month and amortization. Some of them are paid in full. 


DEFAULTS ON MORTGAGES 


Mr. Yarres. How many defaults would you say occurred in the 
mortgages in that portfolio? I am talking about the ones that you 
collected prior to 1954 and 1953. 

Mr. BauauMman. I would say there was just the normal number of 
defaults. I do not think there was anything unusual about it. 

Mr. Yares. What is ‘‘normal?”’ 

Mr. BauGuMan. I would say somewhere in the neighborhood of 1 
percent. 

Mr. Yates. Is that true with respect to mortgages purchased 
subsequent to that time? 

Mr. Baucuman. Well, of course, in the secondary market they are 
rather new. We donot have as high a rate on them. 

Mr. Yates. You do not have as high a rate? 

Mr. BauGuMman, No, sir. That percentage is based on total pur- 
chases, which I think is a fair way of basing it. 

Mr. Yatrss. What is the situation on foreclosures throughout the 
country? Are they increasing? 

Mr. BauGcuman. I would say they remain very steady. There 
might be a slight increase, but very little, if any. 

Mr. Tuomas. We will learn about that in detail presently. I see 
Mr. Mason of the Federal Housing Administration is here. 


STOCK PURCHASES 


Mr. Yares. When a contractor buys your stock in order to obtain 
a loan from FNMA, is he required to buy it at par? 

Mr. BauGHMan. We only do business with mortgagees, and mort- 
gagees are the people that secure the stock. When they sell a mort- 
gage, of course, that means they must subscribe to the stock of the 
FNMA secondary market operation. 








. 
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Mr. Tuomas. How much are they required to pay for it? 

Mr. Baveuman. At the present time 2 percent. 

Mr. Yates. What amount must they pay? Must they pay 100 
for it? 

Mr. BauGuMAN. Yes, sir. 

Mr. Yates. But, when they buy it from you, they have to pay 100? 

Mr. Baveuman. Yes, sir. i] 

Mr. Jonas. The law does not permit them to own the stock; does 
it? 

Mr. Baucuman. No, sir; the only way you can acquire stock by 
law is through selling mortgages to FNMA. 

Mr. Jonas. That is, originally, but they can sell the stock? 

Mr. BauGuMaNn. Yes, sir; it is freely transferable once they own it. 

Mr. Yatrs. What happens then as a matter of procedure? Do 
they require their contractors to buy the stock from them? 

Mr. BaucuMan,. Yes; they can make arrangements whereby once 
they get the stock, they turn it back to the people who have put up 
the money. 

Mr. Tuomas. That pays that loss back; does it not? 

Mr. Baucuman. Yes. The mortgagee could not take the loss. 
He could not pay out 100 cents on the dollar and buy all the stock. 
Some cannot afford to keep it, either. Some of them do and some do 
not. 

Mr. Yatsrs. Do they sell it to the contractor at the time the mort- 
gage is made? Is that what is usually done? 

Mr. BaueuMan. It depends on the transaction. You see, you get 
sellers in this deal, too. You have sellers of property in addition to 
contractors or builders, and there may be an existing property where 
there is a seller involved and the mortgage is financed and, of course, 
the seller would have to take the stock and in many instances some- 
times does. 

Mr. Yates. And to the extent that the stock is 53 percent of the 
par value, the person making the deal with the mortgage company has 
to absorb that loss? 

Mr. Baueuman. Not necessarily. He can own the stock; he has a 
good investment. 

Mr. Jonas. At 53 percent the return would be about 5 percent; 
would it not? 

Mr. Baucuman. No, sir, but it runs approximately 4 percent. 





DIVIDENDS ON COMMON STOCK 





Mr. Yaress. It is 2.9 at par; is it not? 
Is that a fixed dividend? 
Mr. Baueuman. We are paying 2.04 of par. 
Mr. Yates. Is that a fixed dividend? Is this required by law? 
Mr. Baueuman. No. 
Mr. Yates. This is established by your Board? 
Mr. Bauauman. It is administrative; that is right. 
We cannot pay at any time in excess of what we pay the Treasury 
on the preferred stock, and in no event in excess of 5 percent. 
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BORROWINGS FROM TREASURY 


Mr. Yates. How much do you owe the Treasury now? 

Mr. BAauGHMAN. $387 million on the secondary market operations. 

Mr. Yates. You owe them that much on the secondary market 
operation? 

Mr. BauGHMAN. Yes, sir. 

Mr. Yarss. Is this represented by the preferred stock? 

Mr. BauauMan. No, sir. It is represented by notes. That is 
paid off by us going into the open market and selling debentures, and 
then we pay the Treasury. 

Mr. Yares. You pay them off on the mortgage, or on that pre- 
ferred stock? 

Mr. BaveuMan. On the note. 


REPAYMENT OF PREFERRED STOCK 


Mr. Yarrs. At some time you intend to liquidate the preferred 
stock too, do you not? 

Mr. BaucuMan. Yes, sir. 

Mr. Yates. Are you doing that currently? 

Mr. BauaHMan. No, sir. 

Mr. Yates, What is the Treasury’s investment in the preferred 
stock? 

Mr. BaucHMaN. At the present time it is $93 million, approx- 
imately. 

Mr. Yates. You have not lost any at all yet? 

Mr. Baucuman. No, sir. 


OWNERSHIP OF MORTGAGES 


Mr. Yates. Who owns the inventory of mortgages? Is that owned 
by FNMA or was a difference made at the time that you reorganized 
and the old portfolios went to the Treasury? 

Mr. Bavcuman. All of the mortgages are in the name of FNMA, 
but we run three operations, each with a separate accountability. 
They are run like three separate corporations. All the mortgages and 
management and liquidations are kept under separate accounts. 
Those in special assistance are in special accounts; those in the 
secondary market operation are in a special account also. 

Mr. Tuomas. But they were all financed through the Treasury; 
were they not? 

Mr. Bauvauman. The management and liquidation was financed 
through the Treasury exclusively, and so is the special assistance 
function and the secondary market operation is being financed jointly 
by the Treasury and private financing. 

Mr. Tuomas. You had a portfolio of about $2.5 billion in mortgages; 
did you not? 

Mr. BavGHMan. When? 

Mr. Tuomas. Before the transition took place? 

Mr. BaucuMan. Yes, sir. 

Mr. Toomas. Mr. Yates asked you about your liquidating program. 
All of your operations in the liquidating program are financed through 
the Treasury; are they not? 


ee 
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Mr. BauGuMAN. Yes, sir. 

Mr. Yates. And the returns on the liquidation go directly into 
the Treasury? 

Mr. BAaveuMan. Yes, sir; for the benefit of the Treasury. 

Mr. Yates. You hold them for the benefit of the Treasury? These 
are not represented in any way through the earnings of their preferred 
stock; are they? 

Mr. BavcuMan. No; it has no relationship whatever. The man- 
agement and liquidation is purely run for the benefit of the Treasury, 
and so is the special assistance program. 

Mr. Yates. That is what | understand. I thought originally 
that the Treasury’s interest in that portfolio was represented by the 
preferred stock; but that is not true? 

Mr. BaveuMan. No, sir. 

Mr. Tuomas. Thank you, gentlemen. It is nice to see you, Mr. 
Baughman. You are our favorite banker, and we like to do business 
with you, but your money is high. 

Thank you very much, gentlemen, for your presentation. 


TuHurspay, Fespruary 21, 1957. 
FEDERAL HOUSING ADMINISTRATION 


WITNESSES 


NORMAN P. MASON, COMMISSIONER 

LESTER H. THOMPSON, COMPTROLLER 

ALLAN F. THORNTON, DIRECTOR, RESEARCH AND STATISTICS 
DIVISION 

CARLOS W. STARR, DIRECTOR, BUDGET DIVISION 

NATHANIEL J. EISEMAN, PRINCIPAL BUDGET ANALYST, HHFA 

So B. BAZAN, ASSISTANT COMMISSIONER FOR ADMINISTRA- 

R. W. JEFFERSON, DIRECTOR OF EXAMINATION AND AUDIT 

A. M. PROTHRO, DIRECTOR OF LEGAL DIVISION 

JOE B. MONTGOMERY, DEPUTY DIRECTOR OF BUDGET DIVISION 


Administrative program and financing 


— 
| 1956 actual | 1957 estimate |'1958 estimate 


| 


Program by activities: 

1. Repair and improvement loan insurance — * 588, gas | $647, 150 | $715, 500 

. Mutual mortgage insurance _- 4, 942, 348 | 5, 297, 000 5, 592, 750 

3. Rehabilitation and ne ighborhood conservation housing | 

insurance __. | 55, 049 

. Armed services housing mortgage insurance - 96, 460 1 
. Mortgage insurance, secs. 8, 207, 213, 222, 603, 608, 701, 

903, and 908 716, 958 768, 500 843, 500 


110, 000 


74, 000 
13, 350 138, 250 


t, 
3, 


Total obligations ea. 399,708 | 6, 900, 000 7, 400, 000 
Financing: Unobligated balance no longer available . 292, 792 | bdadvhidaaadad 


WR A 8d, BS i i __.| 6,692, wo | 6,900,000 | 7, 400, 000 
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Administrative expenses by objects 


1956 actual 


=== 


Total number of permanent positions lites ‘ 956 
Full-time equivalent of all other positions 

Average number of all employees. .. ae a 90 
Number of employees at end of year- --- ; 93 


Average salaries and grades: | 
General schedule grades: 
AVG TOMES... -- 2255 56.88 | $5, 590 
Average grade-.-_- bomen GS-7.0 

01 Personal services: 


Permanent positions .. $4, 986, 663 


Positions other than permanent 1, 021 | 

Regular pay above 52-week base_. 19, 000 | 

-ayment above basic rates___. oe 53, 100 | 

Other payments for personal services - -- - | 33, 688 

Total personal services 5, 093, 472 | 

02 Travel en hii hn Dili dae ai heat | 277, 138 | 

03 Transportation of things. ------ | 12, 115 | 

04 Communication services. - . 65, 635 | 

05 Rents and utility services... -- j | 583, 395 

06 Printing and reproduction__- ; | 44,154 | 
07 Other contractual services. . .- 272, 440 
0&8 Supplies and materials__--- 43, 665 


11 Grants, subsidies and contributions: Contributions to 
retirement fund ___-- e i cameewa 
Refunds, awards, and indemnities 


3, 495 
Taxes and assessments..-.----- 4,1 


9 


Total obligations shea 6, 399, 708 


1957 estimate 


1, 042 


967 
1, 005 


$5, 708 


GS-7.5 


$5, 439, 825 


55, 000 


5, 494, 825 
415, 000 
11, 720 

67, 800 
586, 500 
47, 040 
225, 675 


47, 040 


4, 400 


6, 900, 000 


Nonadministrative program and financing 


1956 actual 


Program by activities: 

. Repair and improvement loan insurance 

. Mutual mortgage insurance 

3. Rehabilitation and neighborhood conservation housing 
insurance : a 296, 430 

4. Armed services housing mortgage insurance 519, 421 

5. Mortgage insurance, secs. 8, 207, 213, 222, 603, 608, 701, 


nue 


| $3,171, 091 
| 26, 613, 711 


903, and 908 3, 860, 696 
Total obligations... 34, 461, 349 | 
Financing: Unobligated balance no longer available 588, 651 


Limitation ....... ...... 7 the 35, 050, 000 


1957 estimate 


$3, 197, 400 
24, 5&8, 900 


1, 386, 000 
2, 018, 100 


4, 509, 600 


35, 700, 000 
1, 000, 000 


36, 700, 000 


1958 estimate 

1, 033 
: “984 
1,015 


$5, 694 
GS-7.1 


$5, 561, 650 


21, 000 
55, 000 


5, 687, 650 
445, 000 
6, 840 
69, 300 
589, 300 
47,875 
193, 160 
47,875 


358, 500 
4, 500 
7, 400, 000 


1958 estimate 


3, 491, 700 
23, 613, 000 


. 471, 200 
, 729, 700 


mh 


4, 894, 400 





37, 200, 000 


37, 200, 000 
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Nonadministrative expenses by objects 


1956 actual | 1957 estimate | 1958 estimate 

nencitvailiihaapsiasicipieansiietaitiperecantiniiatlatiemmmege | } ppenenseemnecesannaan 
} | 

Total number of permanent positions 5, 455 5, 372 

Full-time equivalent of all other positions 25 25 

Average number of all employees. __-_-_- ads lchindibaatasns htaccess 5, 332 : 5, 303 


Number of employees at end of year _4, B64 | 5, 272 


Average salaries and grades: 
General schedule grades: 
Average salary $5, 330 $5, $ 


5, 
Average grade _Gs-7 7 7.4 | 


S- 


Personal services: 
Permanent positions $28, 383, 555 $28, 624, 400 
Positions other than permanent | 134, 247 135, 000 135, 000 
Regular pay above 52-week base 108, 922 | 109, 500 
Payment above basic rates............................ 295, 437 
Other payments for personal services__- 2, 625 

Total POlROMAL Cer VINEE. | co Ulek. . 5 ccccccccccccecnnce 98, 949, 786 , 715, 28, 997, 200 

Travel 2, 407, 379 | 398, 2, 592, 700 

Transportation of things 103, 434 | 5, 98, 700 

CRINORGE BON VI00S 5 oo atl on ccc esseceeneenncsucs | 613, 126 317, 614, 800 

Ss a Re ey See | 1, 362, 741 | 572, é 1, 628, 700 

Printing and reproduction | 265, 201 320, 464, 300 

Other contractual services _ | 242, 542 553, 2 525, 500 

Supplies and materials 233, 437 237, 600 | 232, 200 

Equipment 257, 6 } 182, 500 

Grants, subsidies, and contributions: Contribution to re- 

I i ences OE lite make nce ptrnesenwibendiuntsnninte laageocsdeuiiies Abadi Gildea : 1, 843, 800 

Refunds, awards, and indemnities , sbeueeseeOh Vee sdidedest 

ee tn IN a os cecennonen amine 9, 20, | 19, 600 











I, go de oe tinaneaen eke | 34, 461, ; 35, 700, | 37, 200, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have with us this afternoon our good and distinguished friends 
of the Federal Housing Administration. 

We have with us the very able Commissioner, Mr. Mason; Mr. 
Thompson, the Comptroller; Mr. Thornton, the Director of the Re- 
search and Statistics Division; and Mr. Starr, the Director of the 
Budget Division. 

Mr. Commissioner, will you please see that the names of the other 
people who are present with you here today are also inserted into the 
record? 

Mr. Mason. I shall be glad to, sir 

Mr. Tuomas. Mr. Commissioner, do you have a statement for us? 
If you do, we would like to hear from you. 

Mr. Mason. Yes, sir. Would you wish me to read it, sir? 

Mr. Tuomas. You may proceed in any manner you like, and do 
whatever you like. We like you. So, you can do anything you want 
to in regard to your statement. 

You might summarize it, Mr. Commissioner, and save you that 
trouble of reading it. 

Mr. Mason. I shall be glad to do that. 

Mr. THomas. We will insert your statement at this point in the 
record. 
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GENERAL STATEMENT 
(The statement referred to follows:) 


STATEMENT OF NorMAN P. Mason, CommissIONEeR, FepeRaAL Hovusine 
ADMINISTRATION 


Mr. Chairman and members of the committee, I consider it a privilege to be 
here and to discuss with you FHA’s role in helping to meet the Nation’s housing 
needs. 

We have tried to make our budget request and justification just as clear and 
informative as possible. So, I will not attempt to cover all of the points dealt 
with in the materials we have submitted. Instead, with your permission, I will 
merely supplement the information already in your hands in order to indicate 
trends through the end of the calendar year. Then, I should like to just mention 
a few points that seem particularly important to me and attempt to answer any 
questions you gentlemen may have. 

Over all, the trend of our business since the time our budget estimate was sub- 
mitted has been running somewhat below the estimate. In several of our pro- 
grams, however, we have received insurance applications during the first half of 
this fiscal year at a rate in excess of the estimate. 

This is true in the servicemen’s housing program (sec. 222), the basie multi- 
family housing program (sec. 207), and the cooperative housing program (sec, 213). 
As for our home-mortgage programs during the first half of this fiseal year, we 
have received insurance applications at a rate below our estimate. 

We normally expect the first half of the fiscal year to be lower than the second 
half because spring is the big building season. This fiscal year, however, the first 
6 months were further affected by the tight mortgage market and an FHA in- 
terest rate that was not competitive. Looking ahead to the next few months, we 
have the spring building season with its increase in volume. In additicn, we ex- 
pect to see the effects of our recent changes in interest rates as well as a fuller 
utilization of liberalized provisions of last year’s housing legislation. 

In urban renewal and relocation (secs. 220 and 221 of the act), it has been 
necessary for the FHA staff to devote an ever-growing amount of time to tech- 
nical analysis and market advice during the long period of preliminary planning 
and negotiation among various public and private agencies involved at local and 
national levels. A lot of work has to be done by a lot of people over a long span 
of time before our mortgage insurance comes into the picture. It is necessary 
that we participate from the beginning in order to give the benefit of technical 
advice so the time of others is not applied to the development of plans and speci- 
fications for projects that will not support insurable mortgage risks. 

Although we have received cumulatively a total of only 6,281 mortgage-insur- 
ance unit applications under sections 220 and 221 through last December, we have 
been given an estimate of 26,000 for this fiscal year and 45,000 for fiscal 1958. 
Behind these estimates is the potential represented by the number of projects 
and dwelling units approved or certified for development by the Administrator 
of the Housing and Home Finance Agency. The Urban Renewal Administration 
has approved 250 projects for execution or final planning and an additional 191 
projects were in preliminary stages at the end of December. Out of this number, 
we know that 43 projects, to include perhaps 13,000 dwelling units, have now been 
certified. As for relocation housing (under sec. 221), we know that certifications 
have been issued to 44 cities, representing approximately 17,466 units. So you 
see that mortgage insurance potential is now mounting in these programs. 

The cooperative housing program (under sec. 213) also has required the expendi- 
ture of much time and effort before beginning to produce noteworthy results. It 
is necessary to give special preliminary assistance not only on matters of land use, 
architectural, structural, valuation, and credit eligibility, but also in the organiza- 
tion and management of cooperative mortgagor groups and in the lining up of 
suitable sources of construction money. This time-consuming work, together 
with the postponement of final project planning which occurred in many instances 
during the time that more favorable legislation was known to be under considera- 
tion last year, has resulted in a deferred processing workload now beginning to 
build up as mortgage insurance applications are received in mounting volume. 
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Thus, at this stage of the current fiscal year, we are ahead of our estimate for 
processing volume in this program (63 percent of the year’s estimate in the first 6 
months); and at the same time we are deep in the preliminary work leading up 
to the applications that should arrive for processing in even greater volume later. 

In the armed services housing program (secs. 803 and 809), we are expecting a 
large volume of insurance. The big part of this program is multifamily project 
construction (sec. 803). Under the present authorization, which expires June 30, 
1958, we expect a total volume of 125,000 unit applications. Of this number, we 
have estimated 75,000 for this fiscal year and the remaining 50,000 for fiscal 1958. 
As of January 15, the FHA and the Department of Defense had reached agree- 
ment on 219 projects totaling 85,135 dwelling units at various stages of develop- 
ment, ranging from preliminary planning and enginecring to construction and 
occupancy. Within that number we have issued statements of appraisal and 
eligibility covering 32,000 dwelling units and have requests covering an additional 
28,000 in process in our field offices. 

The point I would stress is the fact that in the operation of this program our 
traditional workload figures on insurance applications received, commitments 
issued and insurance written are by no means accurate indicators of the real work 
and time required. The current and foreseeable workloads in this program are 
better represented by the number of appraisal and eligibility statements issued 
and in process. When a project is first proposed by the military, our field staff 
must make a detailed analysis of preliminary plans, construction specifications, 
costs, and market factors, and must issue to the military a statement of appraisal 
and eligibility. Usually a good deal of time is required for consultation with the 
military people concerning revisions and additional stipulations to be worked out 
before the statement can be issued. The formal application for mortgage insur- 
ance is not received, as a rule, until about 90 days iater. 

I should mention, also, that, even beyond the three special programs I have 
just discussed, there has been in our offices a continuing growth in those types of 
work that are not directly associated with the processing of insurance applications. 
Of course, we have always had to perform certain activities that we have broadly 
classified as “maintenance”’ and ‘‘settlement’’ operations—those operations re- 
quired to service the insurance in force, to prevent and cure defaults, to handle 
insurance claims, to acquire and dispose of properties and mortgages tendered to 
us under default. These are all necessary activities, and they naturally have had 
to expand as the volume of insurance in force has grown. However, it is not the 
growth of these well-established maintenance and settlement operations that I 
have especially in mind in referring to increasing work not directly attributable 
to the insurance operations. 

Rather, I have in mind the various technical services—the architectural, 
property appraisal, engineering, credit-analysis, land-use analysis, and construc- 
tion-inspection services—which, more and more, we are required to contribute to 
the planning and development of housing projects that ultimately may or may 
not be financed under FHA-insured mortgages. 

For example, there has been an increasing tendency for builders and developers 
to avail themselves of our subdivision analysis, even though the properties in 
the subdivisions may be sold under VA-guaranteed loans or under conventional 
financing. This is an important service which makes a positive contribution to 
improvement in housing standards and community development. The demand 
for the service grows heavier each year as the supply of improved urban land is 
exhausted, requiring the development of raw land further removed from the 
population centers. Often the land now being developed has heretofore been 
considered marginal and presents many problems of water supply, drainage, 
sanitation, or terrain. Questions of accessibility to the expanding system of 
super highways must also he considered, along with problems having to do with 
the availability of community facilities and services. We know, however, that 
this subdivision-analysis activity is costing us more than a million dollars a year 
and is only partly reflected in our regular insurance-volume statistics. 

At the present time we are giving intensive study to our whole system of work 
measurement, time reporting and cost determination, with a view to developing 
a more accurate and complete picture of these necessarily expanding facets of 
our work. In earlier years these activities were not large enough to warrant 
special attention; but now that they are assuming greater significance, we want 
to be able to relate cost to accomplishment more accurately in them and to 
better identify and reflect them in future budget presentations. 

Another matter I should like to mention just briefly is the work being done 
and the interest that is developing in housing for elderly persons under the new 
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legislation. I cannot yet give detailed statistics to show the amount of such 
housing that will come into being under insured mortgages during a specific period 
of time; but we know the need exists. We have made a special projeet of amend- 
ing our construction standards as they apply to special housing for the aged ahd 
infirm; and we have given a good deal of time to making the new provisions of 
the law known. I am quite encouraged and pleased by the response up to now. 
Many religious and benevolent organizations have shown keen interest, as have 
a growing number of builders. Although we don’t expect this to be a high- 
volume program in its own right, we do expect that within fiscal 1958 we shall 
begin to see some special housing for the elderly come off the drawing boards and 
into production. 

I should like to tell you, too, that I am pleased by the progress we have made 
so far in the technical studies I talked to you about last year. Our purpose in 
these studies is to find better means of dealing with certain persistent problems 
in present-day home building—better methods, better ways of 
or new materials, better end uses of today’s building products 
get better and more durable housing at a lower cost. 

So far this fiseal year, we have let contracts for 7 studies—4 by 
Academy of Sciences (under advice of its Building Research A 
costing $42,000, and 3 by the United States Public Health Service, to cost 
$142,000. Yet this year we expect to contract for additional studies to cost 
approximately $100,000 out of presently authorized funds. 

In determining which studies should be conducted first, considering funds and 
facilities available, we had the ady ice of a committee of experts representing the 
National Bureau of Standards, the Public Health Service, the Bureau of Public 
Roads, and the Forest Products Laboratory. In addition, we sought the advice 
of industry people. I might add that one of our biggest problems has been to 
recruit a few engineers to assist us in coordinating these studies and in utilizing 
the results. However, we should be ready to announce the results of two or 
three of the studies very soon, and I believe some worthwhile savings in residential 
construction will result. 

In summary, may I say that to discharge the workload of new business, to 
service over $20 billion of insurance in force, and to perform the functions I have 
mentioned, it is estimated that we will need $7.4 million for administrative 
expenses and $37.2 million for nonadministrative expenses for fiscal year1958. 
We are requesting authority, therefore, to spend for our operations during the 
budget vear a total of $44.6 million out of our income. 

While this represents an increase of 2.3 percent over our current authorization, 
it will actually provide less money for operations since it includes over $2 million 
as the agency’s contribution to our employees’ civil service retirement fund. 
I understand that this is the first time Federal agencies have been required to 
include money for this purpose in their budget requests. Even so, it is estimated 
that our operating income will exceed our expenses by more than $100 million. 
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Mr. Tuomas. You may proceed. 

Mr. Mason. In urban renewal we have apparently gotten over 
the first hump, and it is going well. 

Mr. Tuomas. That is section 220 of last year’s Housing Act? 

Mr. Mason. Yes, sir. 

Mr. Tuomas. Then, you also have section 221 under which you 
operate? 

Mr. Mason. Yes, sir; that covers relocation housing. 


COOPERATIVE HOUSING 


Cooperative housing is section 213, and it 
strong, as our indications show, so far this vear. 

Cooperative housing takes more of our time to get it going than the 
203 programs simply because people do not unde rstand it. 

Mr. ‘THomas. How many co-ops do you have « 
construction? 

There are relatively few; are there not? 

Mr. Mason. Quite a few. 


is really going pretty 
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Mr. Tuomas. Do you have an approximate number? 
Mr. Mason. I do not have the number here, sir, but we can get it 

for you before I get through here. We are ahead of our estimate. 

We have 63 percent of our year’s estimate in the first 6 months. 













REQUIREMENTS FOR COOPERATIVE PROJECTS 





Mr. Yates. What are the requirements for a co-op, Mr. Com- 
missioner, in order to qualify for FHA insurance? How many people 
must you have? 

Mr. Mason. There must be at least eight people to form a co- 
operative. 

Mr. Yates. Does the size of the property make any difference? 

Mr. Mason. It can be either a sales cooperative, which is a co- 
operative while it is being built, or it can be a rental- or management- 
type cooperative, where the property continues in a state or joint 
ownership during its life. 

Mr. Yates. Is there a minimum number of housing units that must 
be contained in such a property? 

Mr. Mason. Eight. 

Mr. Yates. I knew that you said there must be 8 people, but I did 
not know whether it meant 8 units also. 

Mr. Mason. I should have said eight units. 

Mr. Yates. Is there a minimum size for each of the units? 

Mr. Mason. Well, in the cooperative housing program we en- 
courage larger rental units and more bedrooms. There is a maximum 
amount that you cannot exceed in a cooperative housing unit. Can 
someone give me that amount? 

Mr. Tuornton. As I recall, it is $2,250 per room which is the base 
mortgage amount permitted under section 213. 

Mr. Yates. This would exclude cities like, say, Chicago; would it 
not? 

Mr. THornton. You can have a higher mortgage amount per room 
for elevator-type structures. 

Mr. Yates. Up to what maximum? 

Mr. TuHornton. $2,700. Unless the membership is 50 percent or 
more veterans, in which case, $2,850 per room. 

Mr. Yarrs. Can you build a room in Chicago for $2,700 in an 
elevator-type building? 

Mr. Mason. Yes, sir. You see, this encourages the building of not 
efficiency-type apartments for cooperatives, but family units, where 
there are 2 or 3 bedrooms. 

Mr. Tuornton. There is another $1,000 per room for high-cost 
areas also on top of each of the stated maximums. 

Mr. Yares. You stated the minimum number of units. Is there 
any limitation on the maximum number of units for a cooperative? 

Mr. Mason. $12.5 million. 

Mr. Yates. It is just in terms of amount rather than in terms of 
numbers of units? 

Mr. Mason. Yes, sir. 

Mr. Yates. Is there any minimum limitation just as you have a 
maximum of $12.5 million? 

Mr. Mason. We have minimum property requirements, Mr. 
Yates, which say that a room size has to be so large, and that sort of 
thing, which would be the minimum. 
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Mr. Srarr. There is no dollar minimum. 

Mr. Yates. Do you have a set of regulations on cooperatives? 

Mr. Mason. Yes, sir; we do. 

Mr. Yates. I would like to see a copy of one of them. 

Mr. Mason. We willsee that that is sent. 

Mr. THomas. You may proceed, Mr. Mason. 

Mr. Mason. The armed services housing program, title VIII, is 
very active, and this requires a great deal of work on FHA’s part. In 
essence, we are having another program which is coming along very 
nicely and this is our housing for the elderly. Our authorization was 
in last year’s bill. 

It takes time to get people around the country to understand these 
programs, but we have been having a phenomenal interest in this. 
This housing for elderly is done through the private industry approach. 

Mr. Tuomas. We will go into it in more detail later. 

Mr. Yates. Is that because of the 90-percent mortgage? 

Mr. Mason. Yes; and this is where churches, religious organiza- 
tions, and these kind of people for the first time are able to be sponsors 
of a project and borrow money at pretty good rates. 

Mr. THomas. That is one of your new activities; is it not? 

Mr. Mason. Yes, sir. 

Mr. Tuomas. You may proceed. 


TECHNICAL TESTING PROGRAM 


Mr. Mason. This is one of our new activities that is taking a lot 
of effort. 

We asked you last year for money for research. We want to report 
in this field that we have done a pretty good job and confined ourselves 
to technical subjects. We are not off in the wild blue yonder at all 
because we feel this is our phase of this work. 

We are using the United States Public Health Service and the 
National Academy of Sciences as the two contractors on this. The 
National Academy of Sciences is paid $42,000, and the United States 
Public Health is paid $142,000. Then we have other projects going 
on this year. We have a committee made up of a representative from 
the Bureau of Standards, the Public Health Service, the Bureau of 
Public Roads, and the Forest Products Laboratory, which is helping 
us to do this work. One of the big problems we have had is to get 
on our staff 2 or 3 engineers that we need. The engineers are a hard 
breed of people to get for what we can pay for them. 

Mr. Tuomas. That is a very nice statement, and very much to the 
point. 

Off the record. 

(Discussion off the record.) 


NUMBER OF NEW HOUSING STARTS 


Tell us what you think about the prospects for next year as to the 
number of new housing starts you are going to have, the condition of 
your mortgage market, your interest rate, and tell us how many new 
houses you have gotten started this year by virtue of your increase in 
interest rate and so forth. 

Mr. Mason. As to what the market will be, we can miss this, of 
course, as we demonstrated last year, but naturally it is one of the 
things that we spend a lot of time on listening to a lot of people. 
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Beginning last fall, we took the matter up with the Dodge Corp. and 
listened to their estimate, which is one of the leading estimators of 
what goes on, and up until yesterday when the morning paper carried 
a story about Mr. Austin of the Mortgage Bankers Association 
indicating what he thought was going to happen. 

I was at Hartford, Conn., this last week, and I talked with some 
of the large insurance companies. I find that surprisingly enough 
in their mortgage departments they do not want any business now, 
but they are surprised that no one is banging at their door demanding 
money. Apparently, people have just given up. That is the only 
excuse that J can find. But, I will say this is apparently very dis- 
concerting to these gentlemen, and is something they had not expected. 

Mr. Austin of the Mortgage Bankers Association said yesterday 
that he believed that after March the market would loosen somewhat. 
He did not expect any easy money situation, but he expected a good 
deal better situation so far as mortgage money is concerned than we 
now have as we get into the second and third quarters of the year. 

Mr. Tuomas. Did your visit to Hartford indicate that the money 
market was going to ease up in any way? 

Mr. Mason. No, sir. These people do not 
do not guess at all, as far as that is concerned. 

Mr. Tuomas, They are the people who have the money; are they 
not? 

Mr. Mason. They are the people with the money; yes, sir. As I 
say, that was just a little disturbing to them, because people were 
not begging for it as they had been earlier. 

Mr. Yarrs. At the high interest rates? 

Mr. Mason. At the high interest rates; yes, sir. 


guess that way; they 


HOUSING STARTS IN 1956 


Mr. Tuomas. How many new starts were made in the last calendar 
vear in the continental United States? 

Mr. Mason. 1.1 million. 

Mr. THornton,. 1.12-million, including public housing, and about 
1.093 million that were privately financed. 

Mr. Tomas. We had the figure of 1.093 million. We have had 
two or three figures, but that is the figure I guess we can all agree 
upon. 

Mr, TuHornton. Yes, sir; for private housing. 

Mr. Mason. We believe that this year we will approximate this 
same figure of 1.1 million. 


MARKET FOR NEW HOUSING 


Mr. Tuomas. You will not do any worse or do any better? 

Is there such a thing as a saturation point? Do you find any talk 
throughout the country, or any concerted talk, that we have about 
reached the saturation point in new housing? We are up to a point of 
approximately 1 million houses a year. Did vou hear any such talk? 
8 Mr. Mason. I hear certain lenders who are of the conservative 
type—I guess I would say—who feel that in a general broad sense, 
and with the kind of confidence where a group gets together and talks, 
they say that they think that this is a good thing we are going through 
of having a little less building. However, we have offices all over the 
country, and we have directors in these offices, and we poll these 
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people regularly to see what the people at the ordinary grassroots 
level are thinking, and there were no indications—well, | would not 
be so brave as to say “‘no indications’”—but there are not indications 
of overbuiiding anywhere. We always have even in the very best of 
times areas that get saturated. In Dallas, Tex., for instance, in the 
very best of times, when Houston, Tex., was not overbuilt, Dallas 
was overbuilt for a little while. 

The situation corrects itself and Dallas is not in that condition 
now, but in general, around the country from our offices we get the 
feeling that there is no overbuilding; that people have jobs and that 
when people have jobs and income, they want decent housing for their 
families and that we have lots of people who do not have this today. 

Mr. Tuomas. Well, certainly, the Central Office is in a position to 
really know what the prople are thinking about in every section of the 
United States through your field offices, because your people go out 
from the field offices and they deal with the home buyers in one sense 
of the word. In other words, they see them. 

Mr. Mason. They have to know what the home builder is thinking. 

Mr. Tuomas. You then achieve a reporting system that is worthy 
to be called a reporting system; you can get as much accurate informa- 
tion through it as to what people are thinking as any program in 
Government. 

Mr. Mason. We believe so. 


TRENDS IN FHA WORKLOAD 


Mr. Tuomas. Tell us about how many houses you are going to 
build this year, or how many you built in the last 60 or 90 days by 
virtue of the increase in interest rates. 

Mr. Mason. We had not begun to feel the increase in interest rates 
in December. It was done the first of December. Then our figures 
began to show an increase in the number of applications—not in the 
number of starts but in the number of applications. 

Mr. Tuomas. What is February showing now, or January? 

Mr. Mason. We had a 24 percent increase in January. We do 
not have the February figures yet. 

Mr. Tuornton. The preliminary February figures are about in line 
with January on a seasonally adjusted basis, and are at about 15 
percent to 20 percent above the December level, which was our low 
point. 

Mr. TuHomas. Someone said it was exectly 24 percent. 

Mr. Mason. No; the figure of 24 percent is not seasonally adjusted. 
That is the actual percentage increase. 





RELATIONSHIP OF APPLICATIONS TO STARTS 





Mr. Tuomas. Is that inquiries you are getting? 
Mr. Mason. These are applications for mortgage insurance. 
Mr. Tuomas. Well, they are intentions, anyway. Of course, 
as you say, if a man does not file an application, he is not going to 
borrow any money, but by filing the application it does not neces- 
sarily mean he is going to get the insurance. 

Mr. Mason. No, sir, but he is pretty apt to get it. However, the 
bank makes the application. The lending institution makes the 
application, and they will not apply unless the borrower has requested 
theloan. In addition to that, he has to pay a fee. 
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Mr. THomas. You mean there is a direct connection between the 
number of starts and the number of applications? 

Mr. Mason. Yes, sir. 

Mr. Tuomas. What is the variation. I had not heard it put on 
that basis. 

In looking over your tables, as well as I remember, it was about 
50-50. 

Mr. Mason. We get applications which do not become starts. 

Mr. Tuomas. I see. 

Mr. Mason. We get applications which are not starts because 
people also apply under the Veterans’ Administration program and 
then sell the house, whichever way it works out. 

Mr. TxHomas. Well, why did you make that statement which you 
just made a while ago that the application virtually meant a start? 

Mr. Srarr. They do not necessarily represent starts but applica- 
tions on new construction are related to starts. 

Mr. Mason. It is going to be a house whether we insure the mort- 
gage or the bank finances it conventionally. 

r. Tomas. Whether or not you finance it, it is going to be a 
house? 
. Mason. Yes, sir. 
. Toomas. Does that hold true with respect to VA applications 


. Mason. Yes, sir. Of course, you get some duplication in 


. Tuomas. That figure is about 50 percent? ; 
. Mason. Mr. Thornton points out to me one thing I should 


have said, and that is some of our applications are on existing hous- 
ing—about 50 percent of our business 
Mr. Tuomas. Earlier it was about 50 percent. As we go along, 
we will see about that figure from this table. 
Mr. Mason. Some of this is existing housing built without FHA 
inspection. 
NUMBER OF FORECLOSURES 


Mr. Tuomas. What is the situation with reference to your fore- 
closures? What does your foreclosure picture look like? 

Mr. Mason. We have that information, and I believe Mr. Thomp- 
son has the figure. Our foreclosure picture, I would say, is this: 
We foreclosed last year more houses that the year before. 

Mr. THompson. During the current fiscal year we have acquired 
2,906 properties, totaling 5,732 units, and sold 1,238 properties, or 
3,938 units. 

Mr. THomas. How many of them are single-family units, and how 
many of them are multiple-family units? 

Mr. Tompson. I can give you that figure. On the single-family 
programs, we acquired 2,880 properties comprising 3,196 units and 
sold 1,207 with 1,432 units. On the project-type mortgages we have 
acquired 26 projects for 2,536 units and sold 31 with 2,506 units. 


COST OF ACQUIRED PROPERTIES 


Mr. Tuomas. What is your cost? In other words, you have 1,400 
units of single-family accomodations as against 2,500 units of the 
project type? 
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Mr. THompson. The cost of acquisition of 2,536 multifamily units 
was $16,747,000, and on the small homes, the 1,432 units, the cost was 
$10,438,000. 

Mr. Tuomas. The total figure is about $27 million. Is this set up 
in your reserve and charged out of your reserve already? 

Mr. Mason. Yes, sir; it is already out of the reserve. We set 
aside a reserve of 15 percent to 40 percent on single-family houses, 
and of 40 percent on all project housing acquired. 

Mr. THomas. How many units does that give you now on hand in 
both the multifamily units and individual homes? | 

Mr. THompson. You want the total we have on hand? 

Mr. Tuomas. Yes. I would like to have that information as of the | 
most recent date whether it is December 1 or January 31, or any date 


you have. 
Mr. THompson. On December 31 we had on hand 339 project-type 
mortgages. i] 
Mr. THomas. You mean multifamily units? | 
Mr. Tuompson. This is multifamily projects acquired by FHA . 


and mortgages assigned to FHA in connection with insurance claims. 
We had 339 projects, with, 26,192 units, for a total of $185,200,000. 

Mr. Tuomas. Go ahead. What about the family units? 

Mr. THompson. On the single-family homes we had on December 
31, 1956, 6,831 properties, 7,903 units, for $61,600,000. i] 

Mr. Tuomas. $61 million and $185 million. In other words, you 
have about $250 million worth of properties. Has that already been 
subtracted from your reserve or do you consider that a part of your 
reserve? 

Mr. THompson. The reserve for losses has been set up specifically 
against all acquired properties and assigned mortgages. 

Mr. Mason. It is subtracted from our regular reserve; yes, sir. 

Mr. Tuomas. We can understand that one. When we say “sub- 
tracted,’’ we can understand that word; can we not? 

Mr. Mason. You and I can. 

Mr. Tuomas. That is right. 

Are you having a rate of increase on your foreclosures? What does 
the picture look like? 

Mr. Mason. For the first 6 months of this year we had 2 very heavy 
months—July and November. Aside from this, the normal rate of 
foreclosure is not so high as it was the year before. These 2 months 
pushed us over. 


DISPOSITION OF ACQUIRED PROPERTIES 





Mr. Tuomas. What about your rate of disposition of the acquired 
properties? 

Mr. Mason. It is going along very well. 

Mr. Tuomas. Can you put a table in the record at this point show- 
ing the acquisitions for the last 10 years of your multifamily and your 
single-family units, the rate by year for ‘inch, and the acquisition cost? 
Then, in the same table show the disposition of each type by year, 
what you got for it, and a plus or a minus column showing the loss or 
the gain. 

Mr. Mason. Yes, sir; we can do that. 
(The information requested is as follows:) 
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Mr. Tiutomas. That will give us the picture. 


GAIN OR LOSS IN DISPOSITION 


Mr. Mason. There will be no gain. We can show the loss. Gains 
under section 203 are paid back to the individuals and not kept by us 
on single-family housing. 

Mr. Tuomas. Say that again. 

Mr. Mason. On single-family housing, under section 203, if we 
make any money on them and if we sell them for more than it costs 
us to handle them, the money goes back to the mortgagor. 

Mr. Srarr. That is a mutual insurance fund—the section 203 fund. 

Mr. Tuomas. Does it go to him, or to the fund? 

Mr. Starr. It goes to him. 

Mr. Tuomas. What about the multifamily units? 

Mr, Srarr. There is no participating dividend paid in the multi- 
family program. 

Mr. Tuomas. What about the multifamily units? 

Mr. Mason. We do not have any problem there yet, sir. 

Mr. Tuomas. What do you mean, any problem? 

Mr. Mason. I mean we do not have a profit on the total acquired 
multifamily projects sold. 

Mr. Tuomas. Where does the loss show up? 

Mr, Mason. That would be in our insurance funds. 

Mr. Tuomas. From your reserves ¢ 

Mr. Mason. Yes. 


EFFECT OF INCREASED INTEREST RATE ON HOUSING STARTS 


Mr. Tuomas. When do you think you will have some definite in- 
formation as to the positive result or the negative result or just no 
result at all on your increase in interest rates? 

Mr. Mason. We would say give us 3 months for a positive trend, 
but I believe we have this already to an extent. We do not want 
to brag on it yet with such a short trend. 

Mr. Tuomas. How many new starts did you have last year? 

Mr. Mason. Just under 200,000. 

Mr. Tuomas. From what you have seen so far in 75 days of in- 
creased interest rates, would you hazard a guess on what results you 
will have, say in calendar year 1957, compared to your 200,000 starts 
last year? Will there be a 1 percent increase, a 2 percent increase, 
5 percent, 10 percent, or no increase? What is your guess? 

Mr. Mason. I should say we certainly should have an increase be- 
cause the last 6 months of calendar year 1956 were not good months, 
and I believe the last 6 months of this year—— 

Mr. Tuomas. Should show some increase? 

Mr. Mason. Yes, sir, should show some increase. 

Mr. Tuomas. Will that “some” increase be directly the result of 
the increase in interest rates, or will it be by virtue of an increase in 
the money market? 

Mr. Mason. I believe that in the main what we do in advancing the 
interest rate is merely to meet a situation which exists, and when our 
rate is somewhere near the market that exists, we will have people 
using our program to build housing. 
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POSSIBLE REDUCTION IN FHA INTEREST RATE 


Mr. Tuomas. Does it necessarily follow that when those two points 
meet you can reduce the interest rate? 

Mr. Mason. Yes; it would certainly mean that. 

Mr. Tomas. Have you ever reduced the interest rate from one 
figure to a lower figure since the program has been in existence? 

Mr. Mason. I have not since I have been Commissioner, but I be- 
lieve it has been done several ‘times. 

Mr. Txomas. When, for instance, and from what figure to what 
figure ? 

Mr. THornton. In 1934, when we first started the program, we had 
some interest rates at 514 percent. Those were shortly reduced to 5 
percent, so that for practical purposes we started at 5 percent in 1934 
and 1935., In 1939 this was reduced to 41% percent. 

In 1946 we started the section 603 veterans emergency housing 
program with a 4 percent interest rate, and that remained the pri- 
mary new construction rate until 1949 or early 1950. In 1950, when 
section 203 became the primary new construction program, the in- 
terest rate for section 203 was reduced to 4% percent from 4%, and 
the 603 staved on at 4 percent. 

Then we increased the 414 percent to 414 in May 1953, I believe. 

Mr. Tuomas. That little piece of history is the most encouraging 
thing we have heard in the last 3 or 4 days. That offers hope that 
sometime in the future this interest rate could go down. It does not 
mean it will, but it could. 

Mr. Yates. In the near future. 


AUDIT REPORT OF GAO ON FHA ACTIVITIES 


Mr. Tuomas. Have you had occasion, Mr. Commissioner, to look 
at the report to the House Committee on Appropriations by the 
General Accounting Office on significant findings developed by the 
General Accounting Office during the course of audits and other 
examinations, especially the part applying to FHA? 

Mr. Mason. Sir, I looked at it this morning, and I also had Mr. 
Jefferson, who is my right hand in such matters, look at it, and he 
will be very happy, with the experience we have had in this brief time, 
to comment on that. 

Mr. Tuomas. Let us look at a few of the findings of the General 
Accounting Office and let the Commissioner pass upon them, whether 
they are valid or invalid. We would like to have your opinion. 


COINSURANCE 


At page 11 of the report we find this statement : 


In the Housing Act of 1954, the Congress adopted the principle of coinsurance 
for home improvement loans insured under title I. We have considered the 
advantages and disadvantages of extending this principle to insured small home 
and rental housing mortgages and believe its adoption would result in sounder 
loans being placed with FHA for insurance and in the elimination of costly credit 
analysis work by FHA. 


Mr. Mason. I would like to have Mr. Jefferson comment on this. 
Mr. Jerrerson. This is a policy matter. 
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Mr. Tuomas. What difference does it make if it is a policy matter 
or not a policy matter ? 

Mr. Mason. What Mr. Jefferson means is that this is a matter I 
should comment on rather than his commenting on it. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Mason. We feel there are disadvantages to doing this which 
would outweigh any advantages. 
Mr. Tuomas. That is what we want to know. 


COINSURANCE FEATURE IN FHA 


Mr. Mason. There is an element of coinsurance in FHA now. When 
we take property over, the mortgagee does not get back the entire 
amount of his obligation. To this extent he has a loss. These vari- 
ous legal fees and so on that come up at that time are a loss to him. 
This is a way of sharing the risk, if you want to put it that way, but 
in the main we do not feel coinsurance is needed or required, on the 
mortgage insurance programs, and we think the fact there has been so 
little loss 

Mr. Tuomas. What is the loss? 

Mr. Mason. Eleven one-hundredths of 1 percent on the mortgage 
insurance we have written over the years. 





HAZARD INSURANCE COMPLAINTS 


Mr. Tuomas. While we are talking about insurance, I am getting 
dozens of letters from individual homeowners in my area, and they 
are complaining about their insurance policy with X or Y company. 
That applies to your business and to the veterans too. They say, 
“T bought a house and now I find that I want to carry the insurance 
with X company, represented by my good friend and next door 
neighbor, Bill Smith. It is carried by Y company. I did not buy 
it from Y company and the person who holds my mortgage says I 
cannot transfer it over to X company.” 

Mr. Mason. Sir, this is one thing the FHA works on with the Anti- 
trust Division of the Department of Justice. We do not believe in it 
either. Provided the insurance company the homeowner wants to 
earry the insurance on his home is a reliable company, there is no 
reason the homeowner cannot place the insurance with the insurance 
company of his choice. 

Mr. THomas. Could you not handle something like that by regula- 
tion? 

Mr. Mason. We handle it directly by letter with these people. 

Mr. Yates. The loan associations require them to apply at certain 
places; do they not? 

Mr. Mason. I do not know, but not in FHA. 

Mr. Tuomas. Can you not handle that by regulation? If a man 
wants to change insurance company, why should anybody try to pre- 
vent him ? 

Mr. Mason. He can change, sir. 

Mr. Tomas. If I do not pay my premium, my company will not 
carry me long, but if I pay my premium it looks like I should be 
able to change. 
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Mr, Mason. I agree with you, and if you have trouble changing, 
if you will write to us—— 

Mr. Tuomas. Oh, no. I have too many letters to write now. Could 
you not handle that by regulation ? 

Mr. Mason. We have written to these people already and told them 
it is illegal. Some banks have their own insurance companies, 

Mr. Tuomas. You cannot blame them for trying. 

Mr. Mason. No; you cannot blame them for trying, but it is 
against the law. It is just a matter of having them understand what 
the law is. 


FHA’S COMMENTS ON GAO AUDIT REPORT FINDINGS 


Mr. Tuomas. We have inserted these different criticisms—we will 
call them that—of the General Accounting Office in the record, and 
TI wish you would answer each one of them for the record. 

Mr. Mason. We will be glad to. 

(The information requested is as follows :) 


(Norr.—The following excerpts are from a report received by the House 
Appropriations Committee from the General Accounting Office, dated February 
17, 1957, and entitled “Significant Findings Developed by the General Accounting 
Office During the Course of Audits and Other Examinations—Part II1I—Housing 
and Home Finance Agency.”’) 


Hovusine AND HOME FINANCE AGENCY, FEDERAL HouUsING ADMINISTRATION 
LENDERS SHOULD RE REQUIRED TO COINSURE HOME AND RENTAL HOUSING MORTGAGES 


In the Housing Act of 1954, the Congress adopted the principle of coinsurance 
for home-improvement loans insured under title I. We have considered the 
advantages and disadvantages of extending this principle to insured small home 
and rental housing mortgages and believe its adoption would result in sounder 
loans being placed with FHA for insurance and in the elimination of costly credit 
analysis work by FHA. 

FHA now assumes virtually the entire risk on small home and rental housing 
mortgage loans and must determine not only the value of the property but also 
the borrowers’ ability to pay. Lenders have no appreciable risk and little incen- 
tive to evaluate either the property securing the loans or the borrowers’ ability to 
pay as they would in regular commercial practice. If a reasonable share of the 
risk were placed on the lender through a coinsurance requirement, responsibility 
for determining the soundness of borrowers’ credit could generally be shifted 
from FHA to the lenders. 

The sharing of risks and losses on mortgage loans by FHA and the lenders 
should be limited, however, to those programs in which, by law, insurability is 
dependent on the economic soundness of collateral property. Special-purpose pro- 
grams such as military housing would not be in this category. 

While FHA agrees that extension of this principle to small home and rental 
housing mortgage loans has some benefits, they also believe there are several 
disadvantages which— 

“* * * would have the effect of substantially reducing the scale of operations 
of the mortgage insurance program. Such a development would be of prime con- 
cern to prospective home buyers who would either be excluded from the market 
or would be forced to use more expensive alternative financing. It would also 
be of major concern to the lending industry and the home-building industry 
which would inevitably be affected by a reduced scale of home building and 
financing.” 

FHA concludes that the disadvantages would outweigh the benefits. 

FHA states that an element on coinsurance now exists because mortgagees are 
not always reimbursed for interest losses, conveyance cost, administrative ex- 
pense, and a portion of foreclosure costs. These items are included in a certifi- 
cate of claim which is payable by FHA only if proceeds from sale of the property 
exceed FHA’s equity. If the principle of coinsurance is adopted, we also recom- 
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mend the elimination of certificates of claim. All costs of the mortgagee could be 
included in the claim for loss and could be payable at the coinsurance percentage 
fixed by law. The elimination of certificates of claim would result in additional 
savings in the administrative cost of computing, issuing, accounting for, and either 
paying or canceling claims. 


FHA comment 


GAO recommends that the principle of coinsurance, which is incorporated in 
the repair and improvement loan insurance program under title I, be extended 
to the mortgage insurance programs for homes and rental housing projects. 
We do not agree with this recommendation. 

There is a marked difference between the title I program and the mortgage- 
insurance programs. Under the title I program, the loans are typically small, 
unsecured, and made by the banker without prior approval of FHA. In this 
program and under these circumstances, coinsurance is desirable. Since FHA 
is not examining these loans individually, but is relying on the lending institu- 
tion, the coinsurance provides a necessary incentive to the lender for the appli- 
cation of sound credit judgment and prudent lending practices. On the other 
hand, under our mortgage loan insurance programs FHA insures each mortgage 
individually. FHA appraises and inspects the property, examines the credit 
and all facets of the transaction before a commitment is made to insure the loan. 

The objectives of FHA are to facilitate better housing for more people at mini- 
mum cost. An important element in minimizing cost is controlled interest rates 
and financing charges imposed without unduly restricting the flow of money into 
these programs. To require each lender to assume an additional risk as coin- 
surer on his loans would certainly also require him to obtain compensation for 
the added risk and would inevitably result in additional cost to borrowers. 
The result would be curtailment of the home-buyer market and the building 
industry. 

The principal argument advanced for requiring the lender to share the risk 
is that it would place added responsibility on the lender for determining the 
soundness of borrower credit before making the loan. This argument pre- 
supposes that losses in mortgage loans result from inadequate credit analysis 
before making the loans. We have attempted to validate this conclusion and 
cannot find that any appreciable amount of losses are attributable to such in- 
adequate credit analysis. To the contrary, we find that a majority of defaults 
in home-mortgage loans result from personal misfortunes which develop after 
the fact, such as death, disability, loss of earning power, and family rifts. 

In summary, FHA believes that this proposal is fundamentally unsound and 
would only result in an unwillingness on the part of many lenders to make the 
high ratio long-term loans, and largely would defeat the purpose for which the 
FHA mortgage inswrance programs ewvist. 


CONDITION OF ACQUIRED PROPERTY 


Under existing regulations title to collateral property must be transferred to 
FHA upon payment of an insurance claim submitted by the mortagee of a small 
home. 

Although FHA regulations provide that property tendered to the Commissioner 
must be undamaged by waste, the effect of this regulation is negated to a great 
extent by other regulations. FHA regulations define waste as ‘“* * * perman- 
ent or substantial injury caused by unreasonable use or abuse * * *.” Mort- 
gagees’ liability for damage caused by waste is limited to $100, and, under certain 
circumstances, they are not required to bear any portion of the cost of repairing 
thedamage. Asa result, the mortgagees’ insurance proceeds will be substantially 
the same regardless of the condition of the property. 

In many cases property is transferred to FHA in a neglected condition and 
sometimes extensive repairs costing thousands of dollars are required. This 
applies to cases where the Federal National Mortgage Association is the mort- 
gagee as well as to cases where others are the mortgagees. For example, FHA 
acquired through mortgage defaults title to 306 small homes out of a total of 374 
eonstructed in 1947 and 1948 in a development in South Carolina for which the 
Federal National Mortgage Association was the mortgagee. The properties 
were in varying degrees of disrepair, and the mortgagees’ failure to require proper 
maintenance by the owners was evident in numerous cases. Several properties 
had been converted for use as a filling station, grocery store, beauty parlor, 
laundromat, and other commercial purposes. Estimated repair costs ranged 
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from $600 to $8,300 per property and totaled approximately $30,000 for 11 
properties. 

Following the disclosure in our audit report dated December 31, 1954, that 
FHA was acquiring properties in poor condition, FHA considered revising its 
regulations to provide for sharing of losses by mortgagees but has taken no 
corrective action. We believe that when losses are incurred because of mortgagee 
negligence, the losses should be borne by the mortgagee. 


FHA comment 


GAO recommends an amendment in the waste provisions of FHA regulations 
which would cause the mortgagee to bear all or a greater proportion of the losses 
caused by waste. Under current regulations, mortqagees are responsible for 
waste in connection with properties transferred to FHA with insurance claims to 
the extent of $100 ner family unit. This limitation was introduced first in con- 
nection with the section 603 program, which was the first 90 percent ratio pro- 
aram for home mortgage insurance. It was introduced because of lenders’ re- 
luctance to participate in the program of high ratio loans for fear thet the emall 
equity required of the homeowner would lead to a greater incidence of waste 
eases. FHA devised the formula which does not subject mortgagcees to waste 
responsibility until the high ratio mortgage has been reduced to a point com- 
parable to the section 208 program, which had wide lender acceptance. Sub- 
sequently, this plan was follewed for similar high ratio programs such as section 
908 and 90 percent loans under section 208. 

While there may be exceptional cases involving very high losses per pronerty, 
the tynical case in FHA’s experience under current waste provisions does not in- 
dicate an alarming situation. In a study of 5.678 home mortgage properties ac- 
cepted by FHA in exchanae for debentures under insurance contracts during the 
neriod September 1, 1954, through June 30, 1956, waste was reported on 287. 
Waste averaged $89.12 on these 287 cases in which waste was found. The mort- 
aagees bore 26.3 percent and FHA bore 73.7 percent of the total waste on these 
CARER, 

While FHA has given this problem extensive study and would not be onposed 
in principle to consideration of a revised waste concept, the apprehensions of 
mortaagees in connection with the matter of waste over the vears, coupled awith 
the tight mortgage market conditions at the present time, make it in our judge- 
ment unwise to amend our waste regulations at this time. 


LOSSES SUSTAINED BY FHA BECAUSE OF SUBSIDENCE 


FHA has also incurred losses on properties acquired in poor condition because 
of subsidence. A property in California constructed on loose sandy soil was ac- 
quired by FHA at a cost of $9.458 and was resold for $1,500. Four properties 
in New Jersey. damaged by subsidence, cost FHA a total of $26,655 to acauire 
and were sold for $9,500. FHA assumed the entire loss in these two cases. FHA 
helieves it has the responsibility for determining the condition of sites at the time 
mortgages are insured and that it should not penalize mortgagees for FHA mis- 
takes in judgement. We believe FHA should consider making a comprehensive 
engineering study of the matter of subsidence in an attempt to minimize future 
errors in judgement and the resulting financial losses, 


FHA comment 


Subsidence is a problem which develops in very few cases and which, if serious, 
may result in abandonment of the property, default of the borower and losses. 
FHA examines proposed sites and endeavors to anticiapte possible subsidence and 
reject the sites for insurance before any development money has been spent. 
Unfortunately, it is often imnossible to anticipate some of these conditions end 
there will be some errors in iudgment. FHA endeavors to maintain a qualified 
engineering staff for this purpose. 


THE PLACING OF HAZARD INSURANCE SHOULD BE DISCONTINUED 


From late in 1937 until Sentember 30, 1955, FHA snent nearlv $1.7 million in 
premiums for hazard insurance on pronerties it acanired through mortgage de- 
fault. During the same vneriod, the claims naid under these insurance arrance- 
ments totaled less than $162,000. or 9.5 nercent of the amount of the premiums 
paid. During the 5 vears and 10 months ended Sentember 30, 1955, premium 
payments totaled $1.4 million and losses aggregated $111,000—a loss ratio of 
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under 8 percent. During fiscal years 1954 and 1955 premiums were about 
$292,000 and $325,000, respectively, compared with recoveries of about $12,000 
and $34,000. Fire and extended coverage policies have been obtained from an 
association of private insurance companies. 

An FHA actuary’s report contains the following statement regarding hazard 
insurance, 


“* * * stock company hazard insurance premiums are * * * generally designed 
to cover losses amounting to approximately half the size of the premium, with 
the remainder absorbed by commissions for originating agents * * *, generat 
overhead expenses and profits, * * *.” 


The desired approximation of losses to prémiums (50 percent) does not exist 
either in the 18-year period (9.5 percent) or in the 5 years and 10-month period 
(8 percent). 

Generally it has heen the policy of the Government to assume its own casualty 
risks. Because of this and the fact that FHA’s casualty loss experience does 
not apnear to justify the heavy premium expense, we have recommended that 
FHA discontinue placing insurance against hazard losses. 

FHA agreed with our recommendation but believes that this change would 
have to be authorized by law. Legislation was introduced in the last session 
of Congress but was not included in the Housing Act of 1956 as finally enacted. 


FHA comment 


The General Accounting Office recommended in the summer of 1955 that FHA 
look into the possibilities of self-insurance for fire and other hazards on Com- 
nissioner-acquired propertics. FHA undertook a thorough study of this matter, 
hased upon its past experience and as a result recommended legislation in the 
2d session of the 84th Congress, giving the FHA Commissioner authority to 
self-insure Commissioner-acquired properties. The legislative proposal was con- 
tained in S. 3302 and H. R. 9537, 2d session, 84th Congress. However, the pro- 
posal was not contained in the final housing amendments of 1956 passed by the 
Conoress. 


SAVINGS CAN BE REALIZED THROUGH CONSOLIDATION OF FIELD OFFICES 


We have recommended that the Commissioner take action to consolidate 
certain FHA field offices to effect economies in operating expenses. FHA has 76 
field insuring offices and 61 suboffices located in 6 geographical regions. Certain 
of the offices are located in close proximity to others. 

An FHA report in a 1954 study of 23 insuring offices indicated possible savings 
of about $550,000 per year through consolidation of 14 of the 23 offices. FHA 
has made two of the suggested changes but has deferred action on the others. 

Substantial savings could be effected through consolidation of smaller offices 
and other offices located in the same general area. We recommend that FHA 
resume consideration of this problem. 


FHA comment _—— 


The GAO has recommended that further consideration be given to the consoli- 
dation of some of our field offices for the purpose of effecting economies in 
operations. 

In these problems FHA is quided by considerations of service as well as cost 
and has sought to make FHA’s programs and service reasonbly available in all 
areas ef the counrty. FHA maintains at least one insuring office in each State. 
Changing conditions may require changes in the number and locations of offices. 
Some changes have heen made in the past several years and FHA will continue 
to study the problem. 


FINA SHOULD HAVE AUTHORITY TO PAY CLAIMS IN CASH 


FBA is required to pay claims against all its funds excent the title I insurance 
fund for property improvement loans by the issuance of interest-bearing deben- 
tures guaranteed as to principal and interest by the United States Government. 
FHA generally has redeemed these debentures within the first year after issuance 
and in addition, lending institutions are exercising to a greater extent their 
right to pay insurance premiums in the form of these debentures rather than in 
cash. 

Both FHA and the Treasury Department, as fiscal agent, have considerable 
expense in issuing, accounting for, paying interest on, and redeeming debentures. 
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This entire process could be simplified and economies could be effected if FHA 
had authority to pay claims in cash in addition to its present authority to issue 
debentures for that purpose. 


FHA comment 

Authority to pay insurance claims by issuance of debentures is one of the 
strong features of the FHA insurance. It relieves FHA of any pressure to 
liquidate properties in order to secure cash to meet claims. It permits oppor- 
tunity to liquidate properties under the most advantageous market conditions 
and would be especially important in time of economic depression, since it 
enables FHA to withhold acquired properties from the market when the offer- 
ing of a large number of such properties would further depress the market 
and would also result in heavy insurance losses to FHA. The GAO recommends 
that authority to pay claims in cash be added to the existing authority to pay 
claims by issuance of debentures. The GAO recommendation is based upon cost 
considerations and the cumbersomeness of the practice of issuing debentures 
and redeeming debentures as compared to cash payments. However, other 
factors should be considered in connection with such a move. If it became 
customary (as seems to be contemplated by the recommendation) to pay the 
claims in cash in good times when FHA had large amounts of cash on hand, it 
would be difficult and probably undesirable to revert to the issuance of debentures 
in periods when cash balances were low. Such a change in policy at a time of 
economic depression would not only withhold from lending institutions cash 
payments which they would have come to look for in such cases, it would with- 
hold such cash payments at a time when lending institutions’ assets would 
probably be less liquid than in periods of economic prosperity. A change from 
cash to debentures in time of depression might also tend to shake confidence 
in the value of insurance when public confidence in the system would be espe- 
cially important. In any event, it would be unlikely that a switch from cash 
payment to debenture payment could be made in a time of unfavorable eco- 
nomic conditions. The result would, therefore, be a necessity for borrowing 
from the Treasury to make cash payments under such circumstances and virtual 
abandonment of the debenture device. Such borrowings, in turn, would pre- 
sumably increase the deficit of the Treasury and would compel an increase in 
borrowing by the Treasury itself in time of depression; whereas, if FHA issues 
debentures in such periods, these untimely demands on the Treasury would be 
avoided. 

FHA believes that discretionary authority to pay in cash or debentures 
would be difficult to administer and that cash payment would impair the effec- 
tiveness of the insurance system in times of depression when the incentive value 
of the insurance device is most important to recover. 


RECOM MENDATIONS FOR IMPROVEMENT OF FINANCIAL REVIEWS OF MORTGAGOR 
CORPORATIONS 


Annual financial statements submitted by corporations for multifamily hous- 
ing projects on which mortgages are insured by FHA receive a preliminary review 
in the FHA field insuring office having jurisdiction over the project and are then 
sent to the Washington office of FHA for review and analysis by the Financial 
and Operations Analysis Section, Multifamily Housing Division. Also, FHA 
auditors from Washington audit the records of selected mortgagor corporations 
at the site. These statement analyses and audits are not coordinated; the two 
functions are performed independently by separate divisions of FHA. Con- 
sequently there is some duplication of work and also a similarity of findings 
reported. 

The findings of these two Divisions concerning mortgagor corporations are 
reported to the Project Servicing Section, Multifamily Housing Division, which 
has responsibility for administrative action. The findings included (1) loans 
to corporate officers, stockholders, and affiliates in violation of corporate 
charters; (2) stockholders’ personal expenses charged to the corporations; (3) 
failure to maintain prescribed accounting records; (4) failure to submit annual 
financial statements ; and (5) charging rents in excess of those approved by FHA. 

We found that in the majority of cases the Project Servicing Section had 
failed to take administrative action after having the reports for several months. 

We believe that faster and more forceful remedial action will be obtained by 
decentralizing to the field offices the responsibility for (1) reviews and analyses 
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of mortgagor corporations’ financial statements, (2) audits of mortgagor corpo- 
rations, and (3) initiating remedial action on resultant findings. 

We also recommend that FHA require mortgagors to submit complete and 
uniform financial information including appropriate explanations of the sources 
from which surplus has been derived. We believe this recommendation can be 
implemented if FHA devises standard forms for use by mortgagor corporations 
for balance sheets, profit and loss statements, surplus statements, and statements 
of earnings available for distribution. 


FHA comment 


Arrangements have been made to tighten the financial review of mortgagor 
corporations and to coordinate the resulis with the physical inspections and other 
mortgage servicing actions. This work will be done in the field offices as recom- 
mended by the General Accounting Office. We believe that these arrangements 
will be effective and will meet the objectives of the GAO recommendations in this 
matter. 


RENTALS AT WHERRY HOUSING PROJECTS SHOULD BE REVIEWED FOR POSSIBLE RENTAL 
REDUCTIONS 


Under authority granted by law, FHA regulates rental charges on multifamily 
housing projects on which mortgages are insured by FHA. In the case of Wherry 
housing projects which were built to house military and civilian personnel 
assigned to military and atomic-energy installations, FHA’s regulations provide 
that the net return to the project corporation “* * * cannot exceed the dollar 
amount in original processing [for mortgage insurance].” 

Generally, the isolated location of military and atomic-energy installations and 
the scarcity of nearby rental housing do not permit the tenants of the Wherry 
projects any recourse regarding rentals charged. 

During our review of rental increases authorized for Wherry housing projects 
by FHA during fiscal year 1956 we found several cases where, because FHA did 
not consider all project revenue, the authorized increases probably will result 
in substantially more income to the projects than was contemplated by FHA 
at the time of original processing. In addition, we found that, contrary to 
FHA’s prescribed procedures, increases were granted (1) without eliminating 
excess Management fees from expenses, (2) after a year’s operating experience, 
based solely on increased taxes without considering all other possible changes 
affecting net income, and (3) based on increased construction cost. 

Because of these findings, we recommend that FHA review all rental increases 
approved for Wherry housing projects since July 1, 1955, and that necessary 
action be taken to obtain rent reductions in those cases where excess income to 
the project corporation is apparent. 


FHA comment 


The General Accounting Office comments that, in its review of rental increases 
authorized for Wherry housing projects during fiscal year 1956, it identified sev- 
eral cases in which it believes that the authorized increases probably will result 
in substantially more income to the projects than was contemplated at the time 
of the original processing. The General Accounting Office further comments that 
it had found instances in which, contrary to FHA’s prescribed procedures, rental 
increases were granted: (1) without eliminating excess management fees from 
expenses. (This apparently refers to management fees in ercess of those esti- 
mated in the initial processing of the case for mortgage insurance prior to con- 
struction and actual operation.) (2) After a year’s operating erperience based 
solely on increased taxes without considering all possible changes affecting net 
income; and (3) based on increased construction cost. 

Rent increases on Wherry housing projects have been considered on the basis 
of the assumed occupancy factor which had been used in the initial processing 
of the case for mortgage insurance. In some cases, where occupancy was higher 
than that assumed in the initial processing of the case, this could result in a 
higher net income than had been initially anticipated. Conversely, when occu- 
pancy was lower than had been assumed in the initial processing, the net income 
would be less than had originally been anticipated. On October 12, 1956, field 
offices were instructed that, in connection with rent increases, the occupancy 
factor shall be independently considered. In making this determination, it is 
necessary to consider not only past occupancy, but factors affecting probable 
future occupancy. 
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As a further safeguard, it is FHA’s practice to consult with the military autho 
ities before granting a rent increase. 

With respect to the consideration of management fees in connection with rental 
increases, the general practice has been to use the original estimate of manage- 
ment expense developed in the initial processing of the case rather than the 
actual management fees reported or claimed by the mortgagor in his application 
for rental increase. In exceptional cases, however, where the original estimate 
of management fees was unreasonably low in the light of current conditions, 
a higher management expense figure was considered. 

A review has been made of the specific projects cited by GAO as cases in 
which rent increases had been based solely on increased taxes without consider- 
ing other possible changes affecting net income. In each of these cases, it had 
been felt that circumstances warranted an immediate increase for tares; how- 
ever, a consideration of all of the factors affecting net income would in each 
case have supported a rental increase equal to or in excess of that granted for 
taxes only. 

The GAO comment respecting increases in rent based on construction cost 
seems to be predicated on the assumption by GAO that such increases were not 
contemplated by FH A’s instructions. In practice few increases have been granted 
on the basis of increased construction cost. However, provision for such in- 
crease on the basis of construction cost has been contained in FHA’s instructions 
since the early days of the program. In this connection, Military Housing Letter 
No. 14, dated August 10, 1951, provides as follows: “In the event that during 
the course of construction there has been an increase in replacement cost over 
the estimated replacement cost as revealed in the applicable Form 2264W or 
2264, or if, subsequent to preparation of such form it has been determined that 
an increase in the estimate of operating cost or tares is justified, such increase 
or increases may be considered by the Director in establishing the rent schedule 
but may be considered only in the event of substantiation thereof by relevant, 
pertinent, and convincing evidence satisfactory to the Director, concurred in by 
the chief underwriter, and on file in the Washington docket.” 


ESTIMATES OF PROJECTS’ OPERATING EXPENSES SHOULD BE REVIEWED 


In processing applications for mortgage insurance on multifamily projects, 
FHA estimates the amount of each of the anticipated operating expenses. 
Reasonable estimates of expenses are important because the estimated net 
return of the project affects the amount of the insurable mortgage. Under- 
estimates of expenses could result in FHA insuring larger mortgages than war- 
ranted and overestimates could result in the mortgagors obtaining larger net re 
turns than contemplated by FHA. 

Our comparison of FHA’s estimates with actual operating expenses for about 
90 Wherry housing projects for the first year of operation showed unreasonably 
large variances. 

secause estimates affect the amount of the mortgage insured by FHA and 
the amount of income the project corporation receives, we recommend that 
expense estimates for all future multifamily projects proposed for insurance 
under any section of the National Housing Act be reviewed and tested by 
Washington underwriting supervisors during their visits to the field. 


FHA comment 

GAO recommends that FHA underwriting supervisors review and test estimates 
of operating expenses during their visits to field offices. 

FHA concurs in this recommendation, 


NEED TO STRENGTHEN LENDERS’ PROCEDURES IN ESTABLISHING CREDIT ACCEPTIBILITY 
OF BORROWERS UNDER THE HOME IMPROVEMENT AND REPAIR PROGRAM 


FHA regulations do not require insured lenders to determine the accuracy of 
statements made by prospective borrowers on applications for title I property 
improvement loans. Neither are insured lenders in the same locality required to 
exchange information on any prior title I loans an applicant may have out- 
standing. 

The lenders’ failure to check the borrowers’ statements, particularly when a 
borrower's credit standing is not known by the lender, increases the possibility 
that financially irresponsible individuals will obtain FHA-insured title I loans. 
The failure of insured lenders in the same locality to exchange information con- 
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cerning outstanding title I loans enables individuals to borrow from two or more 
different lenders; the aggregate proceeds of these multiple loans may exceed the 
maximum permitted by law. 

In one case a lender granted two loans totaling almost $5,200 to a borrower in 
1 week. The borrower defaulted after paying only $502, and the insurance 
claims were paid by FHA. Subsequent investigation by FHA disclosed that, 
although the credit applications were incomplete, the lender had not checked the 
applicant’s credit standing, although he had not done business with the applicant 
before. Furthermore, the borrower did not make the improvement for which the 
loans were made and his credit standing at the time of the loans was poor. 

In another case members of 1 family obtained 28 loans aggregating about 
$75,000 from 6 lenders in the same general area over a period of about 4 years. 
After insurance claims on 14 of the loans had been received FHA investigated 
the cases. On August 28, 1956, 2 persons were indicted on 14 counts of violation 
of section 1010, title XVIII, United States Code. (Criminal Code and Criminal 
Procedures, FHA transactions.) The investigators determined that failure of 
the lenders to exchange credit information was a major contributing factor in 
the granting of these loans. 

We believe that where the borrower has not done business previously with the 
lender FHA’s title I regulations should require specifically that lenders deter- 
mine the accuracy of statements made by applicants on loan applications and 
submit proof of such determination when claims for losses are filed with FHA, 
and that, in most cases, claims should be denied for noncompliance with this 
regulation. 

We also believe that participating lenders in each community should be 
required to exchange information on outstanding FHA-insured title I property 
improvement loans. 


FHA comment 


The General Accounting Office recommends that, where the borrower has not 
done business previously with the lender, FHA title I regulations should re- 
quire specifically that the lender determine the accuracy of the statements 
made by applicants on the loan applications and submit proof of such determina- 
tion when claims for losses are filed with FHA and that, in most cases, claims 
should be denied for noncompliance with this regulation. GAO also recom- 
mends that participating lenders in each community be required to eachange 
credit information on insured property improvement loans. 

FHA requires and expects lending institutions under the title I program to 
follow prudent lending practices. FHA does not believe that these specific 
recommendations would be appropriate. The title I program is based on good 
faith and the responsibility is placed on the participating lender to exercise 
sound credit judgment and prudent lending practices. The lender is a co- 
insurer on every title I loan. The lenders share every loss under the co- 
insurance feature program. The lender must extend eredit only to qualified 
borrowers. The applicant must furnish the lending institution with a completed 
credit application in a form approved by FHA. The lending institution is 
required to obtain sufficient supplementary information to satisfy itself that 
the borrower is a sound credit risk. It is not uncommon. for lenders to refuse 
to extend credit. Lenders report 20-percent rejections of title I loan appli- 
cations. FHA follows the results of each participating lender's title I opera- 
tions as @ whole. Any departure from a prudent lending program is soon 
reflected by records of delinquency, claims, and excessive lending, and the 
lender is calied upon to take corrective action. FHA financial representatives 
call on the lending institution and check the operation, including credit and 
collection procedures. Claims and ewisting delinquencies, as well as lending 
policies, are examined and weaknesses and departures from prudent lending 
operations are identified and brought to the attention of the institution. The 
institution is erpected to correct its practice under such circumstances and FHA 
follows up to appraise the effectiveness of the remedial action taken. Where 
necessary, the lender’s activities may be suspended or the contract of insurance 
canceled by FHA. 

FHA believes that this approach of evaluating the lender’s operations as a 
whole and requiring corrective action where needed is preferable under the 
nature of the insurance program to procedure suggested by GAO for denying 
claims where it might appear to FHA that the verification of credit information 
in a particular case had been inadequate. 
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FHA encourages the voluntary exchange of credit information between lend- 
ing institutions participating under the title I program. Lending institutions 
themselves are establishing improved credit information facilities through the 
better-business bureaus and various credit bureaus, central reporting exchanges, 
county and city clearing associations, and lenders’ committees. 

A concentrated effort is being made by lending institutions to improve their 
facilities for erchanging credit information. FHA is actively encouraging 
this development and believes that great progress is being made. The avaib- 
able facilities and conditions vary in different communities and groups of lending 
institutions so that a uniform mandatory system in all communities is not 
practicable. The development of such facilities is a matter which can effectively 
be done only through the efforts of the institutions themselves. FHA is greatly 
encouraged by the progress being made by the lending institutions. FHA does 
not feel that the imposition of regulatory requirements in this area would be 
effective, but believes on the contrary that such regulations would have a deterrent 
effect on the development of the exchange of information program. 


NEED TO STRENGTHEN REGULATIONS GOVERNING “DIRECT TO BORROWERS” LOANS 


FHA estimates that 25 percent of the title I loans are “direct to borrower” 
loans and that 75 percent are “dealer originated” loans. 

When a dealer-originated title I loan is obtained (i. e., when the loan proceeds 
are paid by the lender direct to the dealer), the borrower is afforded some 
assurance by title I regulation 201.8 (a) that (1) the dealer has not misrepre- 
sented the product being sold or improvement to be made, (2) the work to be 
performed will be satisfactorily completed, and (3) the amount of the loan is 
in proper proportion to the value of the work to be done. This regulation pro- 
vides in part that before disbursing the proceeds of a loan to the dealer the 
lender shall, 

“(1) Have approved the dealer after * * * investigation * * * to establish 
that the dealer is reliable, financially responsible, and qualified to perform 
satisfactorily the work to be financed and to extend proper service to the cus- 
tomer. 

“(2) Obtain a completion certificate signed by the borrower and a completion 
certificate signed by the dealer * * *. An insured shall not disburse the pro- 
ceeds of a loan, if, as an inducement for the consummation of the transaction, 
the borrower has been given or promised a cash payment or rebate or it has 
been represented to the borrower that he will receive a cash bonus or commis- 
sion on future sales. 

+ * * * * * 1 

“(4) Obtain a copy of the contract or sales agreement, signed by the borrower 
and the dealer, describing the type and extent of improvements to be made and 
the material to be used.” 

On “direct to borrower” loans (i. e., when the loan proceeds are paid by the 
lender direct to the borrower), the regulations do not afford similar protection 
to the borrower. In the absence of similar regulations, there is little assurance 
that loaus are not made for more than the amount needed to finance the cost 
of an improvement. 

For example, the proceeds of a title I loan negotiated on January 18, 1954, 
were paid direct to the borrower who defaulted. While the lender was attempt- 
ing to collect it was disclosed that, as a selling point, the dealer had over- 
estimated the cost of the work to be performed by $400 so that the borrower could 
pay some old bills. Under title I regulations, because the proceeds of the loan 
were paid direct to the borrower, approval of the dealer and the contract or sales 
agreement was not required. 

Action taken by FHA requiring lenders to (1) exercise greater care in approv- 
ing loans involving dealers subject to precautionary measures, or (2) refrain 
from doing business with dealers restricted from participating in the title I pro- 
gram, is nullified when a borrower receiving a “direct to borrower” loan engages 
such a dealer to perform work for him. Ina recent case a dealer subject to pre- 
‘autionary measures was found to be actively participating in the title I program 
through “direct to borrower” loans. This was forcefully brought to FHA’s 
attention by the many complaints of homeowners doing business with this dealer. 
Similarly, other dealers whom FHA has placed on a precautionary measures list 
or has barred from participation in the title I program can continue to partici- 
pate in the program. This lack of protection to borrowers obtaining “direct to 
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borrower” loans permits abuses which can result in loss to the borrower, to the 
lender, and to FHA as insurer. 

We recommend that title I regulations be strengthened by (1) providing some 
assurance that the proceeds of “direct to borrower” loans are used only to finance 
the cost of the improvement and are not in excess of the cost of the improve- 
ment, and (2) extending the protection afforded on “dealer originated” loans to 
borrowers obtaining “direct to borrower” loans. 


FHA comment 


The majority of FHA insured title I loans are “dealer originated.” In such 
cases, the dealer performs the work for the borrower, sells the note to the lending 
institution, and receives the proceeds from the lender. Because of the possi- 
bility of high-pressure tactics and overreaching by unscrupulous dealers, special 
safeguards have been instituted on dealer-originated loans. The institution is 
required to establish that the dealer is reliable, financially responsible, and 
qualified to perform the work satisfactorily and to extend proper service to the 
customer. A completion certificate signed by the dealer is required before the 
lending institution will disburse the proceeds of the loan to the dealer. The 
lender will not disburse the proceeds to the dealer if, as an inducement to the 
consummation of the transaction, the customer has been promised a cash pay- 
ment or rebate or it has been represented to the borrower that he will receive a 
cash bonus on future sales. The lender is required to obtain a copy of the 
contract or sales agreement with the dealer. 

The direct-to-borrower loans, on the other hand, have proved to be over the 
years a higher quality loan. Many direct borrowers are old customers of the 
bank with established credit. The lender discusses the transaction firsthand 
with the borrower. The lender is in a better position to size up the applicant 
and the transaction for which the credit is sought in these cases. In these cases, 
the borrower is expected to negotiate for the work to be done with qualified 
tradesmen and contractors. He is in control of the loan as an individual and 
gocs out into the market to purchase the supplies and materials and contract for 
the work to be done, if he is not going to do the work himself. 

Since the direct-to-borrower loans are typically higher quality loans and since 
they are not typically subject in the same degree to the likelihood of high- 
pressure selling and overreaching, FHA does not believe that the additional 
procedures are warranted, FHA believes that where a borrower has negotiated 
for his own loan at the bank, he should be left in control of the proceeds to perform 
the work himself or have it performed by a contractor of his own choosing. 


NEED TO DETERMINE TITLE I INSURANCE FUND REQUIREMENTS 


FHA has not adequately determined the amount of title I insurance fund 
resources needed to meet possible losses and expenses. One method to de 
termine the estimated reserve required, based on adverse economic conditions 
of depression magnitude, would be to relate the claim experience of the title I 
elaims account for the period June 1934 through June 1939 to the outstanding 
balance of title I insurance in force. On this basis, at December 31, 1955, the 
resources of the title I insurance fund would exceed the estimated reserve 
required by about $22.5 million. 

We recommend that FHA (1) determine a sound basis for estimating the 
reserve required by the title I insurance fund, (2) compute the reserve require- 
ments of the title I insurance fund at the close of each fiscal year, and (3) 
deposit any excess of actual resources over estimated reserve requirements in 
the Treasury as miscellaneous receipts. 


FHA Comment 


PHA believes that available resources are in balance with reserve require- 
ments. Introduction of coinsurance on individual loans in the title I program 
was accompanied by a reduction in the premium. These changes altered both 
risk and revenue. A period of experience under the modified plan is needed. 
A comprehensive study on the basis of experience to date under the modified rian 
is in progress. Actuarial analyses to date indicate that our available resources 
are in approximate balance with reserve requirements under the progran. 

The 1934-39 period cited by GAO would not in our judgment be a sound 
basis for determination for reserve requirements to meet a depression since 
these were years of recovery followed by a wartime boom during which the 
loans were liquidated and recoveries made on defaulted loans. 
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NEED TO PROHIBIT WITHDRAWAL OF LOANS AFTER THEY ARE INSURED 


FHA policies and procedures permit insured lenders to report loans for insur- 
ance and later to withdraw the loans from insurance coverage without the pay- 
ment of premium or penalty charges even though the loans have been acknowl- 
edged by FHA and covered by insurance for a period of time, sometimes 
exceeding 3 months. 

On October 21, 1955, a firm of consulting actuaries estimated that elimination 
of the cancellation privilege on new loans would increase FHA’s premium income 
about $140,000 annually. FHA’s Comptroller estimated that this increase 
would be $100,000 annually. 

On November 30, 1955, the FHA Assistant Commissioner for Programs rec- 
ommended eliminating the right of lending institutions to withdraw loans after 
they are reported for insurance. 

FHA amended its regulations in August 1956, after the period of our audit, 
to require that loans be reported within 15 days from the date of the note or 
the date of purchase. In December 1956, FHA regulations were further amended 
to increase the reporting period from 15 to 31 days thereby making the require- 
ments the same as they were before the August amendments. 

Implementation of the recommendation of the consulting actuaries to elimi- 
nate the right of lending institutions to withdraw loans reported for insurance 
without the payment of premium charges would materially strengthen the 
title I program. 


FHA comment 


Under the title I repair and improvement loan program, institutions report 
loans currently and pay premiums once each month. Institutions are permitted 
to withdraw loans from insurance prior to payment of the premium. 

The time allowed lenders for reporting loans and refinancing transactions to 
FHA was reduced from 31 days to 15 days on August 11,1956. At the same time, 
the period allowed for payment of insurance charges was reduced from 25 days 
(from receipt of statement) to 5 days. The former action was taken directly 
asa result of the Woodward and Fondiller study which indicated that shortening 
the reporting period would increase premium income. Almost immediately 
thereafter, FHA received protests from the larger institutions and was forced 
to conclude that neither a 15-day reporting period nor a 5-day payment period 
was workable for lending institutions having branches and processing loan 
reports through a central office. This was a disappointing experience because 
it was hoped the change would be acceptable. 

There are two instances in which a lender typically wishes to withdraw a loan 
from insurance: (1) when the loan is found to be ineligible, (2) when the loan 
is paid in full before the insurance charge has been remitted to FHA. If after 
reporting a loan for insurance the loan is found by the institution to be ineligible, 
the loan at not time enjoys insurance protection, since FHA would at no time 
pay a claim on an ineligible loan. Insurance charges on such loans are refunded 
if the lender notifies FHA promptly upon discovery of the defect except in cases 
where the loan has in the meantime been paid in full. 

Where the borrower has prepaid the loan before the lender has remitted to 
FHA the insurance premium, FHA permits the loan to be withdrawn without 
payment of the premium. Where the loan has been prepaid after payment of 
the insurance premium to FHA, FHA does not refund the premium or any portion 
thereof. 

Had it been possible to shorten the intervals for reporting loans and payment 
of premiums, income to the program would have been increased. However, 80 
far as can be determined at this time, premium income is adequate and the above 
arrangements appear to FHA to be equitable and practical. 


FAILURE TO REDUCE JUDGMENTS TO CASH THROUGH FORECLOSURE ON DEBTOR’S 
PROPERTY 


Although judgments are obtained and filed, we understand that FHA, and the 
United States attorneys acting in FHA’s behalf, rarely resort to foreclosure 
proceedings to reduce judgments to cash even though a title I debtor may have 
a sizable equity in property. 

We also understand that FHA does not bid at foreclosure sales when holders 
of prior liens foreclose on property even though the property has a value greater 
than the combined prior lien and FHA’s junior lien. FHA’s failure to bid at a 
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foreclosure sale may permit the sale of the property for an amount insufficient 
to satisfy FHA’s lien. 

To enable FHA to expedite the collection of amounts owed on defaulted title I 
notes in those cases where debtors have sufficient equity in property to satisfy 
their debts, we believe the FHA Commissioner should take whatever action is 
required to (1) institute foreclosure proceedings against property owned by such 
debtors, and (2) attend and bid at foreclosure sales to protect FHA’s junior liens. 


FHA comment 

It has been our understanding, based on the opinion of May 25, 1937 (16 Opin- 
ions of the Comptroller General 1034), that this Administration was not author- 
ized to pay the amount due on prior liens in order to protect junior liens held in 
connection with title I transactions. While the source of our funds is different 
now than in 1987, section 2 (c) (1) of the National Housing Act, which was 
interpreted by this opinion, is the same today as it was at that time. The opinion 
has seemed to us to be so clear as to preclude our protecting our junior liens in 
any case by the payment of prior liens. 

Of course, in almost all cases, the prior lien or liens are many times the amount 
due on title I claim which has been assigned to the Government. Even if we had 
the authority, we would seriously doubt the advisability of advancing thousands 
of dollars in a case in order to protect the few hundred dollars due on our junior 
lien. 

Our experience over more than 20 years has repeatedly indicated the correct- 
ness of the statements in the opinion of May 25, 1987, that the protecting of 
junior liens “in most instances would serve only to postpone eventual loss.” 


INADEQUATE PERSONAL CALLS ON DEBTORS AND FOLLOWUP ON DEFAULTED ACCOUNTS 


At December 31, 1955, FHA held $62.4 million in defaulted title I notes 
against which a reserve of $43.3 million was established for estimated future 
losses. FHA title I representatives are responsible for collections on the de- 
faulted title I notes FHA obtains when lenders’ insurance claims are paid. 
Title I representatives are located in 61 of the agency’s 136 insuring and service 
offices. The frequency of personal calls on debtors usually affects the amount 
of collections on defaulted accounts. 

In our review we found that in 9 of 23 FHA field offices, collections were slow 
because of an inadequate number of personal calls on the debtors. ‘Title I 
representatives failed to make sufficient personal calls and followup visits 
because of (1) the large number of accounts assigned for collection, and (2) 
the disproportionate amount of time spent in the field office performing routine 
clerical duties. 

At December 31, 1955, 107,003 open cases were in the hands of 77 title I 
representatives. These ranged from a low of 491 at Shreveport to a high of 
3,075 at San Juan. The average caseload per field employee engaged in col- 
lections (title I representatives, loan supervisors, and clerks) was approxi- 
mately 500. On the basis of studies made by Washington title I supervisory 
personnel, it was estimated that more productive collection efforts would re- 
sult if 36 additional employees were engaged in field collection work. Four 
new collection teams could be formed and existing title I staffs could be 
strengthened. 

We believe that collections on the $62.4 million of defaulted accounts can 
be increased by more frequent personal calls on debtors by title I representa- 
tives. Immediate action should be taken by FHA to recruit and train addi- 
tional employees for assignment to field-office collection teams found to be 
understaffed. 


FHA comment 


The General Accounting Office noted that title T representatives should make 
@ greater number of personal calls and followup visits on debtors, and had been 
unable to make a sufficient number of calls in 9 out of 23 offices eramined because 
the caseload of accounts was too heavy for the staff and too much of the col- 
lectors’ time was needed on routine clerical duties. GAO recommended recruit- 
ment and training of additional employees to field-offie collection teams. 

FHA has recognized this problem and concurs in the recommendation. The 
PHA field-collection staff of 300 employees is provided for the fiscal year 1957 and 
in the budget before Congress for the fiscal year 1958, in contrast with 271 man- 
years engaged in this work in 1956. 
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INADEQUATE OONTROL OVER REVIEW OF TITLE I CLAIMS FOR COMPLIANCE WITH 
STATUTORY AND REGULATORY REQUIREMENTS 


Before January 31, 1955, claims for losses submitted by insured lenders which 
failed to meet the FHA Commissioner’s regulatory requirements were reviewed 
by a five-man compliance committee. The Commissioner had delegated authority 
to this committee to waive FHA regulatory requirements when it found that 
such waiver did not involve an increase in the Commissioner’s obligation beyond 
that which would have been involved if the regulations had been complied with 
fully. 

On January 31, 1955, the Commissioner abolished the Compliance Committee 
and delegated the authority to waive regulatory requirements to the Assistant 
Commissioner for title I. We believe that in abolishing the Compliance Com- 
mittee and authorizing in its stead one individual to waive compliance with 
title I regulations, an important element of internal control over title I opera- 
tions was lost. 

Our March 1955 recommendation to the Commissioner that he reestablish the 
Compliance Committee or vest authority to waive compliance with title I regula- 
tions with a standing committee was rejected. 

We believe that authority to waive compliance with title I regulations should 
be vested in a standing committee, or that the Compliance Committee ‘should be 
reestablished. As an alternative, we suggest that the Comptroller, as certifying 
officer, be given the right to appeal to the Commissioner any decisions he ques- 
tions involving payment of claims. 


FHA comment 

GAO recommends the reestablishment of the Substantial Compliance Com- 
mittee. This committee, prior to January 1955, exercised the Commissioner's 
authority to waive FHA regulatory requirements in connection with a title I 
insurance claim when it found that the case was substantially, though not tech- 
nically, in compliance with the regulations and that such waiver did not involve 
an increase in the Commissioner's obligation beyond that which would have been 
involved had the regulation been complied with fully. More recently this author- 
ity has been vested in the Assistant Commissioner for title I, who exercises.the 
authority with the advice of a committee of officials of the Title I Division. It 
had been felt that these arrangements fixed responsibility on the official in 
charge of the program but, at the same time, provided through the advisory 
arrangements adequate protection against arbitrary action. While present 
arrangements have operated satisfactorily, we see no reason to object to the GAO 
recommendation and, accordingly, the Substantial Compliance Committee will 
be reestablished. 


NEED FOR MORE THOROUGH REVIEW OF TITLE I ACTIVITIES BY FIELD OFFICE DIRECTORS 
AND TITLE I FIELD SUPERVISORS 


In 7 of 23 field offices we found that the direction and supervision of -field 
office directors over title I activities was limited principally to a review of 
monthly summary reports of title I operations submitted to Washington. These 
7 field office directors did not review the collection activities of title I representa- 
tives as to adequacy, efficiency, or effectiveness. 

We also found that in 6 of the 23 field offices title I activities were not surveyed 
annually by Washington title I field supervisors. In our discussions with Wash- 
ington personnel regarding the scheduling of supervisory surveys of field office 
title I activities we were advised that it is FHA’s intention that each field office , 
be visited by a title I supervisor at least twice a year. Where title I activities 
are known to be lagging supervisory visits are made more frequently, and where 
prior surveys have disclosed satisfactory operations less frequent visits are made. 

There are 20 title I field supervisory positions authorized; however, only 12 
employees were engaged in this work because of difficulty in recruiting qualified 
persons to fill the 8 vacancies. 

Periodie surveys of field office title I activities by field supervisors should 
benefit the title I program considerably by providing both field office and Wash- 
ington personnel with a critical analysis of the performance of title I activities 
in the field. These analyses should serve as a basis for recommending changes 
intended to improve field performance. 

We believe field office directors should be required to review title I activities 
on a continuing basis to assure that these activities are being conducted in an 
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effective and efficient manner and that timely and appropriate collection action 
is being taken, and that FHA should make every effort to recruit employees to 
fill the vacant positions of title I field supervisors. 


FHA comment 


Closer attention with keener interest on the part of FHA directors and other 
field officers was directed to title I matters during calendar year 1956. In addi- 
tion, regional conferences were held and the exchange of information between 
Washington and field officials was deemed beneficial to all parties concerned with 
the title I program. 

Better staffing of field supervisor positions hag resulted in more contacts with 
title I sections in fleld offices and increased training and assistance in relation to 
field personnel. Recruitment is in progress for the remaining supervisory 
vacancies and funds have been included in the 1958 budget estimates to sustain 


this service. 


INADEQUACY OF TRAINING, INSTRUCTION, AND SUPERVISION OF UNDERWRITING 
PERSONNEL 


Each FHA insuring office is responsible for analyzing the eligibility and quality 
of mortgages submitted for insurance, including inspection and valuation of 
property and evaluation of the risks involved. Underwriting policies and proce- 
dures are prepared by the Washington office for use by the insuring offices. 

Certain training for underwriting personnel and annual general examinations 
for technical employees below the rank of chief underwriter are prescribed. 
We found that the requirements regarding training were not being met. 

Because of the complexity of the underwriting operation, we believe frequent 
visits to field offices by underwriting specialists from the central office are 
necessary to assure that prescribed policies and procedures are understood and 
complied with by underwriting personnel in field offices. Central office under- 
writing personnel believe the minimum requirement to be one visit annually to 
each field office by specialists in each of the various aspects of underwriting. 
In 7 to 12 offices we found that this minimum requirement was not met. 

The FHA Commissioner acknowledged the need for increased supervision over 
underwriting personnel in the field and stated that attempts will be made to 
increase the staff in order to improve this phase of operations. 

In 6 of 12 offices the mortgage credit analysis of sponsors’ financial statements 
was inadequate. Generally sponsors’ financial statements are accepted by FHA 
without an adequate check. Considerable reliance is placed on commercial 
credit reports which, in many instances, merely quote the statements the spon- 
sors made to the commercial credit investigator. 

Present FHA procedures for use by mortgage credit personnel in analyzing 
sponsors’ financial statements are very general and do not require specific steps 
to determine the reasonableness and reliability of the statements; neither do 
they prescribe principles to be followed in analyzing the financial statements. 

We have recommended that necessary action be taken to strengthen mortgage 
credit procedures but have been informed by FHA that the present procedures 
are considered to be adequate. 


FHA comment 


FHA is reorganizing its supervisory staff to achieve more effective supervision 
of field insurance activities. A program for more effective training has also been 
initiated. FHA believes the results will meet the objectives of the GAO recom- 
mendation and will improve our technical work and insurance operations through- 
out the country. 


NEED FOR CHARGING FEES FOR PREAPPLICATION ANALYSIS AND REINSPECTION 


A substantial amount of work is performed by field offices in the preapplica- 
tion analyses of proposed small home subdivisions and multifamily projects. 
Some sponsors obtain comments and recommendations resulting from FHA 
analyses and then do not submit mortgage insurance applications to FHA. This 
practice imposes a heavy workload on field offices for which no reimbursement 
is received by FHA. Also, it may delay the preapplication analyses of sponsors 
who intend to apply to FHA for commitments. 

The reinspection of small homes is another area of work for which no fee is 
charged. In many cases, such work is attributable to the practice of builders 
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prematurely requesting FHA compliance inspections. The payment of a $5 fee 
for reinspection of small homes was discontinued in 1951. 

In title V of the Independent Offices Appropriation Act, 1952, the Congress 
provided that the cost of furnishing services such as those outlined above should 
be recovered. 

If a fee were charged, FHA’s preapplication analyses probably would be 
limited to those cases where the sponsors intend to apply for FHA commitments. 
We believe consideration should be given to charging such a fee in order to 
reduce the workload of FHA field offices, and to conform with the intent of 
Congress regarding reimbursement for services rendered. 

We believe also that FHA should again establish a charge for reinspections. 
Both charges should be sufficiently high so that unwarranted requests for work 
would be discouraged and FHA would be compensated for all costs incurred. 


FHA comment 

FHA has established a system of fees and premiums which covers its operating 
expenses and provides funds for accumulation of reserves for insurance losses. 
The net fees and premiums collected in fiscal year 1956 totaled $136.1 million 
and exceeded operating expenses by more than $95 million. In establishing its 
fee and premium structure, FHA has sought to assure an adequate amount of 
revenue and at the same time to 80 arrange its fee structure as to best facilitate 
the discharge of its functions as an agency of Government charged specifically 
with improvement of housing standards and conditions. At the same time, it 
has endeavored to establish a practical fee structure which conforms to normal 
business procedures and the practical requirements of members of the public 
doing business with the agency. 

When, for example, local Government officials and prospective sponsors inter- 
ested in an urban renewal project come to an FHA office for preliminary discus- 
sion and analysis of the feasibiilty of a section 220 housing project, FHA does 
not demand a fee before discussing the matter any more than a bank would 
demand a fee for discussing a prospective loan with a customer. To do so would 
be impractical and would unduly obstruct the program. At such time as the 
proposal matures, FHA does collect adequate fees and upon insurance an 
adequate insurance premium. 

One of the most important contributions FHA has made over the past 23 
years has been in the field of subdivision analysis and good engineering and 
utilization of land. A well-planned subdivision is a better value to the home- 
owner and is better security for FHA insured loans, both those initially insured 
in the area and those that may be insured in later years in connection with 
resales of the homes in the subdivision. The cost of performing this work is 
borne out of the insurance fees and premiums collected in the mortgage insurance 
program as a whole. 

FHA has sought to simplify its fee structure over the years. It has consoli- 
dated a variety of variable and special fees formerly charged into a single 
standard application fee for existing construction and a single standard appli- 
cation fee for new construction for home mortgage insurance applications. The 
reinspection fee is one of the fees so consolidated. This has simplified FHA 
procedures and reduced red tape for builders and mortgagees. 

Title V of the Independent Offices Appropriations Act of 1952 was enacted 
to enable FHA to recover the costs being incurred in eramining and inspecting 
a very large number of housing units which were being financed under the VA 
loan guaranty program and from which FHA, therefore, would derive no insur- 
ance. premium income. This provision of law was enacted after the FHA 
brought this specific matter to the Congress. FHA implemented the statutory 
provision promptly through the imposition of a $45 new construction home mort- 
gage application fee, of which $25 was refunded at such time as the case was 
insured. The full $45 was retained in the cases which did not result in insurance. 
This arrangement has continued in operation to the present time and has proved 
equitable and practical. 


TITLE I CLAIMS REVIEW 


Mr. Tuomas. I would like to mention 1 or 2 other comments in this 
report. Here is one that says— 
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Inadequate control over review of title I claims for compliance with statutory 
and regulatory requirements. 
What about that one? 

Mr. Mason. Which one is that ? 

Mr. Tomas. On page 22. ; 

Mr. Mason. Inadequate control over review of title I claims for 
compliance with statutory and regulatory requirements. 

Mr. Tuomas. Yes. Itsays— 

Before January 31, 1955, claims for losses submitted by insured lenders which 
failed to meet the FHA Commisisoner’s regulatory requirements were reviewed 
by a five-man compliance committee. The Commissioner had delegated authority 
to this committee to waive FHA regulatory requirements when it found that such 
waiver did not involve an increase in the Commissioner’s obligation beyond that 
which would have been involved if the regulations had been complied with fully. 

Is that what you are talking about, specifications dealing with con- 
struction ? 

Mr. Mason. No; title I is the repair and remodeling program. 

Mr. Tuomas. Well, that is the same thing. 

Mr. Mason. There is no property requirement in our title I program. 

Mr. Tuomas. All right; go ahead and answer that one. 


ILLEGAL CONVERSIONS ASSISTED BY TITLE I 


Mr. Yates. The commissioner of public works of the city of Chicago 
has asked me to inquire whether it would be possible, in connection 
with FHA insurance under title I, to require, before you finally 
approve such insurance, that applicants obtain a building permit. You 
are granting applicants insurance for repairs and remodeling and they 
are making j illegal conversions in many instances. You do not require 
them now to show building permits. 

The commissioner of public works says there is nothing he can do 
after the deal is made. 

Can you not require applicants, by regulation, to obtain a building 
permit before you finally approve their insurance ? 

Mr. Mason. In this program this would be a requirement we would 
have to make of the lending institution. We would have to require 
that the lender see the building permit, perhaps. 

Mr. Yates. Before you fin: uly approved the loan ? 

Mr. Mason. This is a bit involved. 

Mr. Srarr. They make the loan, and advance the funds, and report 
it to us after the transaction has been completed. 

Mr. Yates. Why can you not require a building certificate ? 

Mr. Mason. There is nothing that cannot be done. We do not like 
to place any more policing on a lending institution than we have to. 

One of the problems would be—it would not apply so much in Chi- 
cago as in other areas—but some lenders in Chicago make loans at a 
long distance from Chicago. For instance, Sears, Roebuck, in their 
stores around the country, would finance through a central institution 
and they would have a problem as to how they would police this 
regulation. It is not impossible. 

Mr. Yares. I wish you would give some thought to it. According 
to the Commissioner a significant number of your improvement loans 
are being used to make illegal conversions. I am sure you do not want 
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the funds used for that purpose any more than the city of Chicago 
does. 

Mr. Mason. That is correct. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Let the record show at this point that this is a pro- 
gram that has very, very exceptionally widespread interest, and it 
affects many, many people, not only directly in the form of home 
buyers, but the economics of the entire United States. 

The money involved is not a direct appropriation out of the Treas- 
ury. We deal with it intwotypes. One is in the form of limitations 
on the expenditures which they make from funds derived from their 
own operations and not from the United States Treasury (so far) ; 
and one is for the operation of a central office called administrative 
expense ; the other would be nonadministrative expense for the opera- 
tions in the field; and, of course, the majority of their day-to-day 
activity is in the many field offices. 


FHA FIELD OFFICES 


We will put a list of the field offices in the record at this point, show- 
ing their location in the field and a breakdown of their personnel and 
cost by office. 

(The information requested is as follows:) 
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PROGRAM HIGHLIGHTS 


Mr. Tuomas. We will ow in the record at this point this very 
fine table which almost tells the tale. There is enough information 


here to fill three books. We will insert the table on page 3 and the 
narrative on pages 4 through 17. 
(The material referred is as follows:) 


Program highlights 


[Dollars in millions] 


1956 actual | 1957 estimate | 1958 estimate 


Current program operations: 
Unit applications received 538, 705 626, 000 655, 000 
Unit applications examined. . 540, 495 582, 900 652, 900 
Mortgage insurance commitments: 
| | eee dd seekceahin a 506, 133 556, 800 626, 200 
Amount $5, 365.0 $6, 311.8 $7, 152.9 
Inspections: 
Inspections made (1- to 4-family units) 1, 167, 690 1, 040, 800 1, 088, 000 
Average multifamily units under inspection_ - re 8, 404 13, 650 24, 800 
Unit construction starts 231, 091 247, 000 322, 000 
Mortgage insurance written: 
Units p clave Lamslibhbheiipbwer aii in 303, 640 409, 250 419, 100 


$3, 043. 8 $4, 586. 6 $4, 930.5 
Improvement loans insured: | 
Notes... _-- vebeleoddal ce a canines 1, 028, 244 1, 200, 000 Lae 
Amount (net proceeds) . $66 7.1 1 $840.0) $075.0 


Program status, end of year: 
Outstanding balance of insurance in force: 
Improvement loans_..-_------ $1, 022.8 $995. 1 $1, 189.3 
Mortgage insurance..-.-.-_--- . in bowbeeien 18, 904. 4 21, 471.3 


creates npci ch ndantibacd eine 





Acquired security or collateral on hand: 
Defaulted improvement loans-_-- pewepbesi $61.3 $61.8 
Acquired ype and ee mortgages: 

Number of units = aaa 32, 301 36, 404 
I nah cited aleahining than Beatie aiatimependeast ‘ $254. 3 | 


Receipts and expenses: 
Net fees and premiums collected 


pO SE ee ee Serer 
Nonadniinistrative expenses-_-_..........-- 





Total expenses 


Excess of receipts over expenses-- 





FEDERAL HOUSING ADMINISTRATION SUMMARY OF PROGRAM AND BUDGET ESTIMATES 
Fiscat YEAR 1958 


The FHA budget for the fiscal year 1958 reflects a balance of restraining and 
stimulating influences upon the housing market, such that mortgage insurance 
processing workload is expected to rise only slightly above the fiscal 1957 level, 
while other (nonprocessing) workload will necessarily continue to increase 
more sharply. Expense estimates for the 1958 budget year rise almost exactly 
in proportion to the increase in direct processing workload, This slight rise in 
expense is attributable entirely to the newly required agency charge for civil- 
service retirement fund contributions. Operating income and total insurance 
in force will again increase out of proportion to expenses. 


ECONOMIC ASSUMPTIONS AND GENERAL POLICY CHANGES 


Generally stable economic conditions have been assumed, with high levels of 
employment, savings, and consumption, and with home building continuing at 
about the present rate. It is assumed that FHA’s basic home mortgage insur- 
ance operation under section 203 will increase somewhat; that insurance’ opera- 
tions for urban renewal under sections 220 and 221 and armed services housing 
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under title VIII will expand substantially; and that mortgage money will be 
available to support the anticipated level of housing activity. It is assumed 
also that home repair and improvement activity will continue at a high level, 
with slight increases expected in the current and in the budget year. 

The factors tending principally to limit home building generally and FHA 
participation particularly have been the relative unavailability of capital for 
investment in housing mortgages, the noncompetitive level of interest rates per- 
mitted on FHA-insured mortgages, and the complex nature of some of the 
housing programs from which mortgage-insurance applications have been ex- 
pected to come. Offsetting these limiting influences have been several develop- 
ments that should stimulate growth in FHA insurance volume. Outstanding 
among these are the several revisions in the Housing Act of 1956 and policy 
changes affecting interest rates, discount provisions, and downpayment require- 
ments. 

Legislative changes.—The Housing Act of 1956, Public Law 1020, approved 
August 7, 1956, offers several new features and liberalizing revisions. New 
Federal assistance to housing for the elderly is provided through the FHA 
mortgage insurance programs. Under section 203, on properties more than 1 
year vid, the ratio of loan to value is increased to the same level as that for 
new homes. The FHA rental and cooperative housing programs are liberalized 
and other Federal housing programs are improved and continued. Changes 
are made in the urban renewal program to render it more workable; and new 
assistance is provided to this program through the liberalization of FHA home 
repair and improvement programs and the FHA section 221 program for 
the provision of low-cost housing for displaced families. The title I home repair 
and improvement program is extended to September 30, 1959. The maximum per- 
missible loan is increased from $2,500 to $3,500 on single-family residential and 
on nonresidential properties, and from $10,000 to $15,000 on multifamily struec- 
tures. The FHA Commissioner is authorized to increase the maximum maturity 
on loans from 3 years to 5 years if he determines such an increase is in the 
public interest. The armed services housing program is extended to June 30, 
1958; the mortgage insurance authorization under this program is increased 
from $1,363,500,000 to $2,300,000,000 ; and the coverage of the program is extended 
to Midway Island and the Canal Zone. 

Increased interest rates.—Ettective December 4, the maximum interest rate on 
FHA-insured home mortgages was raised from 4% to 5 percent and on multi- 
family housing mortgages from 444 to 4% percent. While these changes should 
tend to encourage the flow of some additional investment capital into housing 
mortgages generally, the more significant effect is expected to be in reversing 
the trend of the past year away from insured mortgages in favor of higher interest 
rates under conventional mortgages. Thus, FHA should again insure a some- 
what larger proportion of the total number of mortgages and thereby be able to 
exercise more eilectively its intended stabilizing influence upon the housing 
market, despite the relative scarcity of mortgage money. 

Mortgage-discount and downpayment requirements.—Prior to the recent revi- 
sion in FHA interest rates—and for the same purposes—a Clarification of existing 
regulations was announced to permit mortgagors to accept the prevailing-rate 
cost of mortgage discounts; and the downpayment requirement on houses selling 
for $9,000 or less under FHA-insured mortgages was lowered from 7 to 5 percent 
to aid the home buyer of limited means. 

Other program changes.—On the basis of existing authority, still other changes 
have been made to meet prevailing housing needs. Aided by the currently more 
liberal terms for the insurance of mortgages on existing homes, steps have been 
taken to encourage builders and investors to extend the practice of accepting 
existing properties as ‘trade-ins’ on new homes, thereby simplifying and expedit- 
ing the process by which homeowners may make the transition to more suitable 
housing in keeping with growth of family and income. 

Simiiarly, measures have been taken to encourage the wider use of the open- 
end mortgage, whereby a family, in its original home-financing transaction, is 
assured ready access to additional funds needed later for enlargement, improve- 
ment, or modernization. 

A special campaign has been conducted to stimulate the improvement of exist- 
ing houses Lurougu Che now-broadened borrowing limits of the title | program. 

Among other changes designed to increase the usefulness and usability of FHA 
mortgage insurance is the simplification of the cost-certification and corporate- 
charter requirements affecting multifamily programs. 
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SUMMARY OF DEVELOPMENTS IN MORTGAGE INSURANCE PROGRAMS 


The printed budget document summarizes the FHA mortgage-insurance pro- 
grams by title of the National Housing Act, and gives workload estimates for 
each. The following paragraphs, however, trace the more significant «evelop- 
ments in mortgage-insurance programs as they are more commonly identified for 
operating and public-information purposes. Mentioned here are only those 
programs that are especially important because of work volume or because of 
current emphasis within the total housing program of the Government. Special 
conditions expected to affect the volume of business or progress of a particular 
program are briefly discussed in each instance. 


Home mortgage insurance (mutual) 

The volume of business during recent months has consisted mainly of home 
mortgage insurance applications under section 203 of the National Housing Act. 
Aside from the effect upon both new and existing construction of the revised 
interest rate, downpayment requirement and mortgage-discount policy, a moder- 
ate increase in volume is expected in section 203 existing construction because of 
the provision in the Housing Act of 1956 that increased the ratio of loan to value 
for homes more than a year old. Under this provision, the maximum amount of 
a mortgage can be 95 percent (instead of the former 90 percent) of the first 
$9,000 of appraised value plus 75 percent of value in excess of $9,000. 


Housing for the elderly 

Under another provision of the new act, people 60 years of age or older will 
find it easier to buy homes with FHA-insured mortgages because they are now 
permitted to borrow the money for downpayment and settlement costs. Under 
still another new provision designed to help supply housing for people in this 
age bracket, nonprofit corporations may now obtain FHA-insured mortgages 
to build rental units specially designed for the elderly. 


Urban renewal 

Some stimulus to urban renewal and relocation housing has been provided by 
the new legislation, which clarified the cost-certification requirements applicable 
to multifamily projects under sections 220 and 221 (as well as under 207 and 213). 
In the section 221 relocation housing insurance program, still other legislative 
changes have been made to encourage wider acceptance. The maximum insur- 
able mortgage amount has been raised from $7,600 to $9,000 per unit (and from 
$8,600 to $10,000 in high-cost areas) ; the maximum ratio of loan to value has 
been increased from 95 to 100 percent; and the maximum term has been length- 
ened from 30 to 40 years. 

Probably of greater impending effect upon FHA operations, however, has been 
the gradual working out of the many complicated details of joint planning 
and working relationships involving the numerous Federal, State, and r.unicipal 
agencies, the various local civic groups, and the financing and building firms 
that must cooperate in urban renewal and redevelopment programs. As will 
be shown in the nonadministrative expense justification, the long and heavy 
investment of time in preliminary consultation, planning, and negotiation is 
now showing results in the form of approved programs under section 220 and cer- 
tifications of eligibility under section 221 in numbers that should within the cur- 
rent fiscal year substantially increase the volume of housing reaching the commit- 
ment stage. A total of 45,000 unit applic»tions for mortgage insurance is esti- 
mated in fiscal 1958 under sections 220 and 221. 

Armed services housing 

Title VIII, providing FHA insurance for housing at military and atomic energy 
installations which had been scheduled to expire September 30, 1956, was 
amended by the Housing Act of 1956 and extended through June 30, 1958. In 
the recent amendment of title VIII, Congress raised the maximum mortgage 
amount to $16,500 per unit, a change already having a notable effect upon pre- 


application workload under this title. A special assistant for armed services 
housing has been appointed to expedite the program. The mortgave insurance 
authorization under this title was increased from $1,363,500,000 to $2,300,000,000 


in contemplation of approximately 150,000 units of housing under the program. 


Cooperative housing 
The cooperative housing provisions of the National Housing Act (see. 213), 
which were given strong statutory emphasis by the Housing Amendments of 
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1955, have been given further impetus by the Housing Act of 1956. A special 
assistant to the Commissioner has been appointed to advance this program and 
eliminate obstacles to its full operation. Changes in the program under the 1956 
act will make it easier for cooperatives to develop housing projects. The mini- 
mum downpayment is now 5 percent of replacement cost when 50 percent of the 
cooperative members are World War I, World War II, or Korean veterans. For- 
merly 65 percent veteran membership was required to qualify for the 95 percent 
loan, Mortgage amounts for cooperatives in high-cost areas may be as much as 
$1,000 per room higher than in other areas. On a project sponsored by a corpo- 
rate investor to be sold to a cooperative group within 2 years after completion, 
FHA will insure a mortgage up to 85 percent of replacement cost. When the 
project is sold to the cooperative group the mortgage amount may be increased 
to as much as 95 percent. The revised estimate for the fiscal year 1957 and the 
estimate for 1958 provide for implementation of these provisions ; and an increas- 
ing volume of housing under section 213, totaling 19,000 new housing units in 
1958, is anticipated. 


Rental housing 


As for mortgage insurance on multifamily rental housing other than urban 
renewal and relocation, armed services, and cooperative (all discussed above), 
section 207 of the act continues to provide for the basic permanent-type program 
(including trailer park coverage). The 1956 legislative changes affecting this 
program are the clarification of the cost certification requirement and an increase 
in ratio of loan to value (from 80 to 90 percent). Also simplified, as mentioned 
earlier, have been the corporate-charter requirements. With the stimulus of 
these changes and with the abatement of the uncertainties attending the sec- 
tion 608 multifamily housing investigations, a moderate continued upturn in 
207 activity is expected, with 5,000 unit applications anticipated in the current 
year and 12,000 in the budget year. 

Trade-in program 

The FHA trade-in house program, given considerable emphasis during the 
last year, is expected to show increasing results in the current and budget 
years by virtue of recent regulatory and statutory changes. In May the pro- 
vision was canceled requiring major improvements to an existing house taken 
in trade either on a new or another existing property, provided the trade-in 
house is otherwise eligible for mortgage insurance. The 1956 Housing Act 
further facilitates this type of transaction by raising the ratio of loan to value 
for insured mortgages on existing properties more than a year old (as dis- 
cussed in a previous paragraph). The maximum mortgage amount obtainable 
by a builder or other investor on a trade-in house is a percentage of the maximum 
mortgage that would be obtainable by an owner-occupant. Therefore, the more 
liberal provision affecting owner-occupants increases the mortgage amount avail- 
able on a trade-in house pending resale. The trade-in program applies only to 1- 
and 2-family dwellings under section 203. The effect of the stepped-up activity 
expected in the trade-in program has been considered in the home-mortgage 
estimates, 


Rms = 


1a — 


Repair and improvement 


The Housing Act of 1954 imposed a 10-percent coinsurance requirement upon 
the lending institutions with respect to each title I home repair or improvement 
loan reported for insurance. This statutory change was directed toward im- 
proving the quality of credit and inducing high standards in the selection by 
the lending institution of dealers from whom they would purchase notes. In 
addition, items not contributing to the basic livability of homes were made 
ineligible by regulation for FHA-insured repair loans. The Housing Act of 
1956 extended this program to September 30, 1959. The maximum permissible 
loan is increased from $2,500 to $3,500 and the maximum maturity from 3 to 
5 years on single-family and on nonresidential structures. The maximum per- 
missible loan on multifamily properties is increased from $10,000 to $15,000. 
In recent months, under the further impetus of a special campaign known as 
“Operation home improvement,” title I loans have approached an average, s°a- 
sonally adjusted, of 1.1 million. It is estimated that 1.2 million notes will be 
reported for insurance in the fiscal year 1957 and 1.3 million notes in the fiscal 
year 1958 on the basis of the liberalized provisions. 
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SUMMARY OF TOTAL MORTGAGE-INSURANCE OPERATIONS BY FISCAL YEAR 


Basic insurance program results for the fiscal year 1956 and the comparable 
estimates for 1957 and 1958 are outlined below. 


Fiscal year 1956 


During the fiscal year 1956, 538,705 unit applications for mortgage insurance 
were received. Of these, 255,717 unit applications covered new construction 
while 282,988 covered existing properties. Construction starts under FHA totaled 
231,091. During the year 3,629 properties were acquired and 2,471 acquired 
properties were sold. There were 1,028,244 repair and improvement loans re- 
ported for insurance under title I in 1956. Insurance in force under all pro- 
grams was $18.7 billion at the beginning of the year. During the year there was 
a net increase of $1.2 billion, bringing the total to $19.9 billion on June 30, 
1956. 


Fiscal year 1957 


The volume of applications is expected to increase to 626,000 dwelling units in 
1957, primarily as a result of armed services and urban renewal housing. Of 
the total estimated volume of applications, 331,300 will cover new construction, 
and 294,700 will relate to existing construction. FHA construction starts are 
estimated at 247,000 units. Repair and improvement loans to be reported for 
insurance are estimated at 1,200,000. During the year, 3,302 properties are 
expected to be acquired. Sales of acquired properties are expected to increase 
to 2,867. Insurance in force is estimated to increase from $19.9 billion on June 
30, 1956, to $22.4 billion on June 380, 1957. 


Fiscal Year 1958 


During fiscal 1958, 655,000 FHA unit applications are expected to be received. 
The increase of 29,000 over the current year results mainly from progress under 
the urban renewal program. Of these applications, new construction is esti- 
mated at 344,000 and existing at 311,000. FHA starts are estimated at 322,000. 
Of this number, 105,600 will represent armed services and urban renewal con- 
struction. Repair and improvement loans to be reported for insurance are 
estimated at 1,300,000. An estimated 2,407 properties are expected to be 
acquired. Sales of acquired properties are estimated at 2,563. Insurance in 
force is estimated to be $25.5 billion on June 30, 1958, as compared with $22.4 
billion at the beginning of the year. 

The first of the three summary tables that follow presents the estimates of 
applications to be received for new and existing construction under the several 
sections of the act in 1958, in comparison with actual and estimated receipts for 
1956 and 1957, respectively. 


SHIFT IN COMPOSITION OF WORKLOAD 


A highly significant budgetary factor to be reckoned with is the inevitable 
growth in the portion of the FHA workload not reflected in the statistics of 
mortgage-insurance volume and not covered by the insurance-processing ratios. 
This growth of nonmeasured work is attributable partly to the ever-mounting 
volume of insurance in force and the resultant increase in mortgage servicing, 
property acquisition, maintenance, and sales activity. More especially, how- 
ever, this growth of nonprocessing work is occasioned by the development of 
such programs as urban renewal and relocation, armed services and cooperative 
housing, which are characterized by a long-lead-time in which much technical 
service and consultation is required of FHA before any applications for mortgage 
insurance result. In fact, much of the work never eventuates into insured mort- 
gages. Also, there has been an increasing trend in the present market toward 
the use of FHA subdivision analysis in the development of housing projects that 
ultimately are financed by conventional or VA-insured mortgages, and toward 
the use of FHA appraisals on homes that later are otherwise financed. 


STRENGTHENED CENTRAL SUPERVISION AND OPERATING CONTROL 


Based upon supplemental funds provided near the end of fiscal 1956, some 
headway was made in bolstering the FHA administrative headquarters staff in 
order to provide more active leadership for such programs as cooperative, urban 
renewal, and armed services housing in accordance with congressional mandate 
and to strengthen the auditing, checking, and technical standards aspects of 
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management. Because the funds were authorized late in the fiscal year and 
because of recruitment difficulties, much of the needed strengthening remained to 
be done during the current fiscal year. Long-needed additions to the staff in the 
vital area of line supervision through the zone offices have been deferred pending 
organizational studies to assure full utilization of the staff investment to be 
made. 

On June 30, 1956, administrative employment stood at 934, or 2.5 percent above 
the year before, but still 11 percent below 1950. (The 1956 figure is less than 
15 percent of total full-time FHA employment, whereas the 1950 figure was nearly 
17 percent of the total.) 

In sharp contrast to the trend of administrative employment has been the rise 
in volume of insurance in force. (See chart, p. 20.) At the end of June 1956 it 
had mounted to $19.9 billion from the $11.2 billion of July 1950, a growth of 78 
percent in insured liability requiring account servicing and management 
attention. 

The Comptroller’s Division, bearing the brunt of servicing workload resulting 
from the vastly increased number of insurance accounts, actually declined in 
employment between the fiscal years 1955 and 1956. This decline in the face 
of mounting workload was made possible by various management improvements; 
and, in turn, it made possible the strengthening of staff in other vital areas of 
management to a degree that otherwise would not have been possible with the 
funds available. 

Most of the rebuilding underway is in the central supervisory and technical 
activities essential to the full utilization of field staff and to the restoration 
of the desired level of quality and service in field processing operations. For 
example, field offices must be given leadership in bringing up to date and improv- 
ing their cost and valuation data (without which mortgage risk-taking cannot 
be sound or processing operations efficient). Similarly, leadership is necessary 
in making mortgage insurance available where most needed in the smaller com- 
munities remote from FHA insuring offices; and, in like manner, supervision 
to improve inspections, reduce complaint servicing and generally see that home 
buyers receive full value for their cost of mortgage insurance. 

This process of strengthening is expected to be substantially completed during 
the current fiscal year. With the exception of an increase of 13 positions for 
the Comptroller’s Division, made necessary by continued expansion of insurance 
in force, the fiscal 1958 administrative budget is based upon a continuation of 
the staff authorized for 1957. 


SUMMARY OF WORKLOAD AND EXPENSE ESTIMATES 


As shown in the table of program highlights (p. 3), all of the measurable field 
workloads, except inspection, when consolidated for all of the insurance pro- 
grams, are expected to increase during the current fiscal year and, without excep- 
tion, to rise further, but only slightly, during the budget year. As for unit appli- 
cations, the basic operating workload, the estimated increase, this fiscal year 
over last, is approximately 4.6 percent. However the nonmeasured workload, 
such as that associated with the preliminary planning of urban renewal and 
relocation projects, armed services housing, and cooperative housing projects, 
continues to increase out of proportion to the measured insurance-processing 
workload. 

Nevertheless, expense estimates during the current fiscal year are only 4.2 
percent above expenses for last year, with a further increase of about 4.7 percent 
estimated for the budget year. The fiscal 1958 increase is attributable to the 
contribution to the civil service retirement fund required for the first time by 
Public Law 854, 84th Congress. Meanwhile the excess of operating receipts 
over expenses is estimated at 13 percent greater this year than last and 16 per- 
cent higher next year than this. The relationship of income to expense is 
graphically illustrated in the chart that follows (see p. 19). 

For the budget year, Washington headquarters expenses (administrative and 
nonadministrative) are estimated at $11 million and field expenses at $33.6 mil- 
lion, for a total of $44.6 million. A breakdown of the Washington and field 
expense estimates by object is shown in the second of the three tabies that fol- 
low. Distributing the same total expense between administrative and non- 
administrative, the administrative for the budget year is estimated at $7.4 million 
and the nonadministrative (operating) at $37.2 million. The nonadministrative 
includes the expense of certain direct operations centralized in Washington as 


88278—57—pt. 2——60 
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well as the expense of field operations. FHA is required by statute to segregate 
expenses on this basis. Accordingly, the separate administrative and nonadmin- 
istrative estimates are presented in the following sections of this justification. 


NUMBER OF UNIT APPLICATIONS RECEIVED 


Mr. Tuomas. Looking at the table on page 3, unit applications re- 
ceived, in 1956 there were 538,705 against 626,000 for 1957 and 655,000 
for 1958. 

You show an increase, and your increase perhaps is based on 2 
new programs, or 2 programs that were new in fiscal 1957, the mili- 
tary housing program and the old-age housing program; and perhaps 
increased activity under sections 220 and 221. 

Mr. Mason. Could we say housing for the elderly instead of old-age 
housing ? 

Mr. Tuomas. As I said one time last fall, our young old people. 

That increase is by virtue of those two programs? 

Mr. Mason. That is correct, sir. 


MORTGAGE INSURANCE COMMITMENTS 


Mr. Tuomas. You finally get down to your mortgage insurance 
commitments. You committed 506,133 in 1956; 556,800 in 1957; and 
626,200 in 1958. Does that mean just what it says? 

Mr. Srarr. That is housing units. That includes both new and 
existing housing applications for mortgage insurance. 

Mr. Tuomas. What part of that is repair and what part is new? 


Mr. Mason. There is no repair in this at all. These figures are 
mortgage insurance commitments. There is no mortgage insurance 
connected with repair loans. 

Mr. Tuomas. You did not have 556,800 new starts last year. You 
had about 200,000. What does that figure of 556,800 mean for 1957? 

Mr. Starr. That represents commitments issued on 1- to 4-family 
and project type, multifamily, and also applications for insurance on 
the exchange and transfer of existing individual homes around the 
country. 

Mr. Tuomas. That is a misleading figure, then. 

Mr. THornton. If you will look back at that table you will see 
there is a difference between those figures and a line farther down 
labeled “unit construction starts.” 


UNIT CONSTRUCTION STARTS 


Mr. Tomas. Unit construction starts, you have 231,091 for 1956; 
247, 000 | for 1957; and 322,000 for 1958. What do you mean by that? 

Mr. Srarr. That is applicable to new construction only. Of that 

322,000, 105,000 is in the new programs you referred to a while ago, 
prim: irily urban renewal and armed services housing. 

Mr. Tuomas. But you still did not have but 200,000 new starts last 
year, and you have a figure here of 247,000. 

Mr. Srarr. That 1 is for this year. 

Mr. Mason. 231,000 in 1956. 

Mr. Starr. 231,000 was actual in 1956. 
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Mr. Tuomas. There were about 200,000 new starts last year; were 
there not? I am using fiscal year 1956 to more or less correspond to 
calendar year 1956. 

Mr. THornton. We had more in fiscal year 1956 than in calendar 
year 1956. 

Mr. Tuomas. You do not expect to go to 322,000 new starts in fiscal 
1958; do you? 

Mr. Mason. Yes, sir. 

Mr. Tuomas. If you go to 322,000 new starts in fiscal 1958, how many 
new starts will the whole country do? 

Mr. Mason. In fiscal 1958 ? 

Mr. Tomas. Yes. 

Mr. Mason. 1,100,000. 

Mr. Troomas. 1,100,000 ? 

Mr. Mason. With the military housing program the size it is, we 
are apt to. We have over 100,000 starts potentially in that program 

Mr. Tromas. 105,000 of military and elderly folks for 1958 ? 

Mr. Mason. Yes. That is a big part of that 322,000. 

Mr. Tuomas. The combined figure is 105,000 ? 

Mr. Starr. 105,000 for military housing and urban renewal, which 
brings the regular starts down to 217,000. 

Mr. Tomas. I am talking about your combined starts of military 
and elderly folks. Is that figure 105,000 or 145,000? 

Mr. Srarr. 105,000 is correct. If you take that off the 322,000 you 
get down 

Mr. Tuomas. To normal? 

Mr. Srarr. Yes. 

Mr. Tuomas. Allright. Thatclearsthat up. It is crystal clear now. 
I wanted to see if you would let me hang on that figure of 145,000. 





DEFAULTED TITLE I IMPROVEMENT LOANS 


This is an interesting table. Does it jibe with your figures here a 
while ago? The big thing is your defaulted title I home loans, $61.3 
million in 1956, against $61.8 million for 1957, and $62.7 million for 
1958. 

Mr. Srarr. That is title I; yes. 

Mr. Tuomas. What do you do with these defaulted home loans under 
title I? 

Mr. Srarr. When we acquire them we put them into collection. 
Through December we have collected for that 6-month period over $5 
million, 

Mr. THomas. How many foreclosures did you have? You include 
your total foreclosures ? 

Mr. Mason. They are not in the $61 million. This is home improve 
ment, where there is no security at all. 

Mr. Tromas. How do you get them with no security ? 

Mr. Mason. It is a note we insure in a special form. 

Mr. THomas. Who pays the loss? 

Mr. Mason. The insurance fund. 

Mr. Tromas. Jt comes out of the insurance fund? 

Mr. Mason. Yes. 

Mr. Tuomas. That is right. I had forgotten about that. 
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Mr, Mason. This is the program the General Accounting Office 
called attention to that has coinsurance. 


NUMBER OF ACQUIRED PROPERTIES 


Mr. Tuomas. Is this the exact figure on acquired properties and 
assigned mortgages, 32,301 in 1956, 36,404 in 1957, and 36,921 in 
1958? The figures you gave a while ago are the combined figures of 
multifamily and single-family units? 

Mr. THompson. Those are estimates. I was giving actual figures, 

Mr. THomas. What did you actually acquire in 1956? 

Mr. Starr. That would be the same. 

Mr. Tuomas. What is that figure? 

Mr. Mason. 32,301 units. 

Mr. Tuomas. How does your estimate run for 1957 ? 

Mr. THornton. These figures are the number of units we have on 
hand at the end of the year. These are not what we acquired during 
each year. 

Mr. Tuomas. You will have to separate them from your carryover? 

Mr. THornton. Yes. 

Mr. THomas What part of that 32,301 did you foreclose on in 1956 ? 

Mr. Srarr. In 1956 we acquired 9,044 units. 

Mr. Tuomas. Break it down. 

Mr. Srarr. One to four-family, 41,110 units; multifamily, 4,934 
units. 

Mr. Tuomas. Is that information in the justifications? 

Mr. Srarr. It may be on page 57. 

Mr. Tuomas. Next year put it in the justifications. We can under- 
stand it better. You have it in your justifications; put it in ours. 

Mr. Srarr. Page 57. 

Mr. Tuomas. It ison page 57. No; that is not it. 

Mr. Srarr. Acquisitions are not there; no. 

Mr. Tuomas. You broke that down into multifamily and single 
family. What were those figures? 

Mr. Srarr. Multifamily in 1956 we acquired 4,934; and in 1 to 
4 family, mostly 1 family, 4,110; a total of 9,044. 

Mr. Tuomas. It was about 50-50 between multifamily and single- 
family units? 

Mr. Srarr. Yes. A few more multifamily. 

Mr. Yates. How does this compare with your total ? 

Mr. Tuomas. This says 8 percent taken back of the entire new 
starts for that year. How many starts did you have that year? 

Mr. Mason. It should be related to new and existing instead of just 
new starts. 

Mr. Tuomas. You had how many new starts in 1956? 

Mr. Mason. 231,000. 

Mr. Tuomas. And you took back 9,000. It would be about 234 
percent. 

Mr. Yates. Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. Apparently your inventory of properties is building 
up from 32,301 in 1956 to 36,404 in 1957 to 36,921 for 1958. You 
are getting quite an inventory. That is an accumulation for your 
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20 years; is it not? How many new starts have you made during 
those20 years? 
F ee A little better than 3 million new units have been 
insured. 

Mr. Tuomas. Carry it through 1956. What was it through 1956? 
Have you that information there? 

Mr. TuHornton. Actual starts through 1956? Of course the inven- 
tory includes existing structures. 


TITLE IX HOUSING PROGRAM 


Mr. Mason. Can I expain that the reason for the increase currently 
is the title IX program. Title IX was housing that was programed 
during the Korean war. It was not economically sound. It was built 
for a purpose, and a very good purpose at the time, to house people 
at war plants around this country. 

Mr. Tuomas. You did not have too many of those; did you? 

Mr. Mason. We had a lot of them. 

Mr. Tuomas. How many is a lot? 

Mr. Mason. In Wamely, Ohio, I have practically a village of 
houses in this category. 

Mr. THomas. How much of a loss are you taking on them? 

Mr. Mason. We have not take any yet. 

Mr. Tuomas. What does it look like? These are multifamily units? 

Mr. Mason. No; many are single-family units. We have some 
in Texas. 

Mr. Yates. These are Jerry-built houses? 

Mr. Mason. They are small. The idea was you were building low- 
cost housing to house warworkers to win the war. We won the war 
and now the people have moved away. That is the reason the loss 
increases at this particular time. 


TITLE IX LOSS ESTIMATES 


Mr. THomas. How much of a loss will you have? 
Mr. Trrompson. We estimate 40 percent. 
Mr. Tuomas. Of the original cost? 

Mr. Mason. We estimate 40 percent. 

Mr. Tuomas. Was this sented banat 

Mr. Mason. Much of it was. Some was sales housing. 

Mr. Tuomas. Will you take the same loss on sales housing? 

Mr. Mason. Last year the loss was 30 percent. 

Mr. Tuomas. Whom did you sell them to? 

Mr. Mason. Individuals. 

Mr. Tuomas. You have had an ascending market. Why are people 
moving? 

Mr. ads, Because these houses are not located where people want 

to live. 

Mr. Tuomas. That is a complete answer. 

Mr. Yates. The General Accounting Office suggests that there are 
not enough personal calls on debtors to collect delinquent accounts ? 
Mr. Tuompson. No. That has to do with title I. 

Mr. Tuomas. Do you follow up? 
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Mr. Mason. : When we get this property we work on it immediately. 
We hire local people to handle the property and we repair it if neces- 
sary. If itis salable, we sell it. 

Mr. Yates. What happens to the people who sign the notes? 

Mr. Mason. The property is foreclosed and it becomes ours. 

Mr. Yates. Is there no personal liability ? 

Mr. Mason. Yes; there is, if you can collect from these people. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. At this point in the record put a statement by State 
and location of the number of units, the number of foreclosures so 
far, and probable loss. 

Mr. Mason. Could I say in ‘some instances we do not go through 
foreclosure but take a deed in lieu of foreclosure. 

Mr. THomas. Because a foreclosure runs up your costs about $150? 

Mr. Mason. That is correct. In some States it costs even more. 

(The information requested is as follows :) 
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RECEIPTS AND EXPENSES 


Mr. Tuomas. Let us look at your receipts and expenses. What do 
you mean by net fees? 

Mr. Starr, Which table? 

Mr. Toomas. Page 3. This shows net fees and premiums collected, 
$136.1 million in 1956, $150.2 million in 1957, and $169.3 million in 
1958. 

You had administrative expenses of $6.4 million in 1956, $6.9 million 
in 1957, and $7.4 million in 1958. 

Nonadministrative expenses are your biggest cost, $34.5 million in 
1956, $35.7 million in 1957, and $37.2 million in 1958. That is the 
expense of running all the offices and operations in the field, fore- 
closures and so on. 

You show an increase of $500,000 in 1958. We were just wondering 
if that should not have been $2.5 million ? 

Mr. Starr. That is just about what it is when you take into account 
we have about $2 million in there for this civil service retirement fund 
that we did not have the previous year. 

Mr. THomas. And that leaves you, excess of receipts over expenses, 
$95.2 million for 1956, $107.6 million for 1957, and $124.7 million for 
1958, to put in your total fund. 





















FHA SURPLUS 











Mr. Starr. No; that is not the total fund. You mean our sur- 
pluses ¢ 

Mr. Tuomas. Yes. 

Mr. Srarr. $519,321,848 as of December 31. 

Mr. Tuomas. Is that the net figure or have your contemplated losses 
vd Shapes foreclosures that you have on hand been subtracted from 
that ? 

Mr. Tuomrson. That is after providing for the losses. 

Mr. Tuomas. Losses actually suffered ? 

Mr. THompson. Yes; plus reserves for losses. 

Mr. Tuomas. But it does not take care of the losses you contemplate ? 

Mr. Tompson. Yes. Contemplated loss is in the reserve and has 
been subtracted before arriving at the $519,321,848 surplus. 

Mr. Tuomas. Let us get that straight. 


ADMINISTRATIVE EXPENSES 




















We will put the table on page 22 in the record, and follow it with 
age 23. This is your administrative expense, and it deals with the 
District of Columbia. 

(The tables referred to are as follows :) 
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Unit applications received 





Fiscal year 1956 actual | Fiscal year 1957 estimate | Fiscal year 1958 estimate 










































































New Exist- New Exist- New Exist- 
con- ing con- ing con- ing 
struc- | con- | Total | struc- | con- Total | struc- | con- Tota 
tion struc- tion struc- tion struc- 
tion tion tion 
Home mortgages: } 
SE Wa eaters ne nee 239, 833 |273, 238 |513, 071 |215, 000 |275, 000 |490, 000 |225, 000 |285, 000 | 510, 000 
Se haiie dha wcecneunlebediinee 423 OO a s2st 4000) | 4 000')........ | 4,000} 4,000 
OL. Maik dcebutsancmcais, 125 4 129 | 3,500} 2,500] 6,000 | 10,000 5,000] 15,000 
 & Me aE eA 12 9 21 1,800 | 3,700] 5,500| 3,000 6,000] 9,000 
St eet 2, 962 8, 723 | 11, 625 4, 000 8,000 | 12, 000 4, 000 5, 000 12, 000 
OG Gy cob ccc catocncstacettecaliretalanieswsoen 1, O04. <2...) 1,000 | 3,000 |--....-- |} 3,000 
Total, home mort- 
as L ctine scutes 242, 872 |282, 397 |525, 269 |225, 300 |293, 200 |518, 500 | 245, 000 |308, 000 553, 000 
Project mortgages: 
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Total, home and | | 
project mortgages_._|255, 369 |282, 988 |538, 357 |329, 300 |294, 700 (624, 000 |341, 000 /311, 000 | 652, 000 
Trather OOGRE. 6. b casio nin PP Nedewanuks 348 | 2,000 |........ | 2, 000 OP li cecdute 3, 000 











PERSONAL SERVICES 


Mr. Tuomas. How many people do you have in the District of 


Columbia? You had 910 in 1956, 976 in 1957, and you want 933 in 
1958. How many did you have on the payroll on January 1? 


Mr. Srarr. On January 31 we had on the roll 912. 

Mr. Tuomas. In other words you have a vacancy of about 65 people? 

Mr. Starr. We have quite a few vacancies. 

Mr. Tuomas. Why increase it another 25 or 30 for 1958 if you have 
65 vacancies now ? 

Mr. Srarr. We have those vacancies not because we do not need the 
people but because it is difficult to find the type of people we want. 

Mr. Tuomas. What is the type of employment ? 

Mr. Srarr. We are trying to get some technical people, engineers. 

Mr. Mason. And auditors. 

Mr. Tuomas. Breakdown those 65 jobs. 
graphic, lawyers ? 

Mr. Mason. Nomore lawyers. We need auditors. 

Mr. Srarr. In the divisions where most of our vacancies are, we 
need technical people; in our Insurance Division we have seven 
vacancies. 

Mr. Tuomas. What isthe nature of the employment in the Insurance 
Division ; machine operators ? 

Mr. Srarr. No. Mr. Thompson has eight vacancies in his place, and 
I guess some are clerks and operators, 

Mr. TuHomrson. Mostly clerks. 

Mr. Starr. Then in the Mortgage Insurance Division 

Mr. Tuomas. Off the record. 


Are they technical, steno- 
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( Discussion off the record.) 
. Mr. Mason. Those vacancies are primarily in our General Services 
Division, where we are trying to get some low grade clerical people who 
are scarce as the dickens. Eight are in the Controller’s Division. 
Seven are in the Mortgage Insurance Division. Seven are in Techni- 
cal Standards, The rest are scattered. 

Mr. THomas. What we want to do is this: We realize as well as you 
do that your workload for the fiscal year 1957, or in fiscal 1958, in the 
way of new starts, do not tell the tale. It is an accumulation of back 
years. You have foreclosures, insurance, and everything else that 
multiplies perhaps more heavily on the workload than the new starts 
in a particular year. When you add the two together your workload 
is Increasing out of proportion to the new business you put on the 
books that particular year. We realize that. Do you think this is 
what you need now ? 

Mr. Srarr. That is our best judgment. 


TRAVEL EXPENSE 





Mr. Tuomas. Travel jumps up from $415,000 to $445,000 in the 
District of Columbia. It goes up this year, too. 

You had a sizable increase in travel allowance. That accounts for 
a portion of it, but it should not account for all of it. 

r. Mason. It does not. Some of this travel allowance is extra 
travel expense, the business of supervision which we are doing. We 
are doing a better job, and I am very positive that is very necessary. 
I have to thank heaven we do not have too many offices like this, but 
now and again we find the director is not running the office as he 
should. 

Mr. Tuomas. How many offices do you have now ? 

Mr. Mason. Seventy-five, sir. 

Mr. Tuomas. We have already requested the detail on these field 
offices for the record, haven’t we ? 

Mr. Mason. Yes, sir. 

Mr. Tuomas. What is the number of insuring offices ? 

Mr. Mason. Seventy-five. 

Mr. Tuomas. What is the total number—75 against 136? 
Mr. Srarr. There are 139 total. Itis 75 and 64. 





FUNCTIONS OF INSURING OFFICES 






Mr. Tuomas. What is done in the insuring office ? 

Mr. Mason. The case is processed and the commitment is made and 
the mortgage insurance is issued. 

Mr. Tuomas. Foreclosure made there, too ? 

Mr. Mason. Yes; foreclosures made there, property is looked after 
there, foreclosed property. 

Mr. Tuomas, Is that where it is maintained ? 

Mr. Mason. Title I collections are made there. 

Mr. THomas. What are the ancillary offices ? 

Mr. Mason. Primarily people and offices where people do valuation 
and inspection work. 

Mr. Tuomas. In the same town with the insuring office? 
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Mr. Mason. No, they are not in the same town with the insuring 
a They are in towns separate from the locations of the insuring 
office. 

Mr. THomas. What is the average employment in these small 
offices? Is it 2, 3, 4 people? 

Mr. Srarr. It would not average more than five. I think five would 
be the top average. 

RENTS AND UTILITIES 


Mr. Tuomas. What about the rents and utilities? You are a cor- 
poration and therefore do not do any business with Mr. Floete at 
General Services Administration. You have to pay your own bill; do 
you not? 

Mr. Srarr. Yes, sir. 

Mr. Tuomas. You jump from $450,000 to $452,000 for rents and 
utility services under Object 05. How much rent do you pay a 
month, per square foot ? 

Mr. Starr. We have rent and services there. I am looking at 
page 23. 

Mr. Tuomas. The table doesn’t give the detail. 
ao Srarr. Rents and services on page 23 shows in 1956 you go 

om 

Mr. Mason. That is administrative. He wants it all. 

Mr. Tuomas. I am talking about administrative. 

Mr. Starr. That goes from $583,000 to $586,000 to $589,000. 

Mr. Tromas. A square foot? 

Mr. Starr. That is total cost. You are getting us into a high-rent 
area there. 

Mr. Tuomas. You got yourself into that. You paid $450,000 this 
year for rents and utilities services and you have a figure of $452,800 
in the District for next year; have you not? 

Mr. Srarr. I am afraid to agree or disagree. The overall figure 
is more than that, the figure on page 23. 

Mr. Tuomas. For the District of Columbia ? 

Mr. Srarr. Yes. 

Mr. Tuomas. What is the overall figure? It is not bigger than 
that; is it? 

Mr. Srarr. $583,395 for 1956. It is about halfway down on 
page 23. 

' Mr. Bazan. The last figure includes rental of IBM equipment, $127,- 
000 in 1956, $132,750 in 1957, and $132,750 also in 1958. 





SQUARE FOOT RENTAL COSTS 


Mr. Tuomas. You are right. What I am asking for now is how 

much you are paying per square foot for the rent of the building 
ou are in now and where you paid $450,000 last year and $455,000 

in 1956. That item is purely for the building you are in. It has 
nothing to do with the IBM equipment. 

Mr. Bazan. It is about $2.65 a square foot, sir. 

(Note : Correct cost should be $3.25 per square foot. ) 

Mr. Tuomas. When did you last move? 

Mr. Mason. In August, a year ago. 

Mr. Bazan. That is right. 
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Mr. Tuomas. What were you paying per square foot before you 
moved ¢ 


Mr. Bazan. Approximately $2.65, sir, at Vermont Avenue and 
K Street. 

Mr. Tuomas. I thought you were paying more and that is the 
reason you moved, or did you move to get more square footage ? 

Mr. Mason. We moved because the building was sold. 

Mr. Tuomas. Isthisa reasonable rate, $9.65 a square foot ? 

Mr. Mason. Yes, sir. 

Mr. THomas. What do you get for your money besides space? Do 
you get free utilities? Do you maintain the building or do you have 
to pay for utilities ¢ 

Mr. Bazan. It includes utilities, sir. 

Mr. Tuomas. Janitorial services, too ? 

Mr. Bazan. Yes, sir. 

Mr. Mason. We have two different buildings. 

Mr. Tuomas. In Jast year’s transeript we have Mr. Mason saying: 

Sir, we were in a location at Vermont and K Street and we moved to the 
Lafayette Building. When we get everybody moved over there at the present 
time we are saving $82,000 a year, so we will have a net saving of $58,000. 


Mr. THOMAS. You are paying $3.45 a square foot? 
Mr. Mason, Yes, sir. 


Mr. THoMas. What were you paying before you moved? 


Mr. Mason. We were paying for 80,000 square feet net usable space. We 
paid for 100,000 gross. 


We finally swap a few more words and finally get the answer: 


Mr, THomMAS. What did that figure out a square foot? Was it $4 a square foot? 

Mr. Bazan. About three and a half. 

Is that right, $3.50 a square foot? What are you paying now? 

Mr. Mason. We have a building on Third Street and we have part 
of a building up at Vermont, between H and I Streets. The rates 
are different van we are averaging these to give you a figure. I think 


we should give you an exact figure on what the square foot rent is in 
each building. 


Mr. Tuomas. Weare interested in those details. 
Mr. Mason. We will be very happy to furnish you with exact figures. 
(The information is as follows :) 


Cost per square foot of rent and utilities as of Jan. 1, 1957 


Location : Cost per 
811 Vermont Ave. NW.: square-foot 
I hia icing cabal tccibacdeahialiacisbabss aeteatecteateiah leds eh ghakcileds ebcaniin _._. $3. 55 
a I is tein ntnid cision bs ise elo ecntbeind S abscestbebiansbenateale . 75 
Ie TOU Ie ncaa ctles enscaesaastatge ek ica elma naan Alb ice ecdnn angie adgiosee 3. 92 
Warehouse (central files), 1725 15th St. NH_.-...._....._._.___.... 1. 45 


COST OF IBM EQUIPMENT RENTAL 


Mr. Tuomas. IBM equipment is $132,750 in 1958 against the same 
figure last year. Is that rent? 

Mr. Mason. Yes, sir. 

Mr. Tuomas. Do you do business with Remington-Rand ? 

Mr. THomeson. Not in that type equipment. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 
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OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Other contractual services are shown here. They gc 
down to $193,000 in 1958 as compared to $225,675 in 1957. 

Mr. Mason. Part of that is because we won’t have to move this 

ear. 
Mr. Tuomas. What do you get for your money? You have been 
dealing with Comptroller General C ampbell. How did you save that 
$60,000 shown there ? 

Mr. Srarr. He got generous. 

Mr. Tuomas. That 1s a tough outfit which does a fine job. They are 
usually fair and impartial, are under nobody’s pressure and it is a 
good organization. 

Mr. Mason. If you are running a bureau you are glad to have some- 
body like this looking over your shoulder. 

Mr. Tuomas. It is good for the country and good for everybody. 

I think Comptroller General Campbell is doing an outstanding job. 


NONADMINISTRATIVE EXPENSES 


We will look at the nonadministrative expenses. 

Insert page 50 in the record at this point, and follow it up with the 
narrative on pages 51 through 59. 

(The information referred to is as follows :) 
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NONADMINISTRATIVE EXPENSES 


Nonadministrative expenses consist of the costs of initiating new insurance, 
settling insurance claims, managing real properties, and collecting defaulted 
notes. The most important of these expenses are those of initiating new insur- 
ance, which is done primarily in the field insuring offices. The cost of property- 
management activities in connection with defaulted notes assigned to the Com- 
missioner is more evenly divided between the departmental and field services, 
Nonadministrative expenses are estimated at $37,200,000 for fiscal 1958. 

Average employment and total nonadministrative expenses, departmental and 
field, are summarized by object in the table appearing on the preceding page. 
Detailed explanations are set forth in the succeeding parts of this statement. 
The objects of expense that have been developed separately for departmental and 
field are discussed separately. The objects that are developed in the aggregate 
for the entire nonadministrative budget have been presented as a whole in the 
justification but allocated to departmental and field on the basis of 1956 experi- 
ence. 

Departmental nonadministrative expenses include: (1) The expenses of the 
Comptroller’s Division for fiscal work in connection with the initiation of new 
insurance and the settlement of claims, and in connection with the management 
and liquidation of acquired properties and notes; (2) expenses of the Title I 
Division in collecting defaulted title I notes assigned to the Commissioner; (3) 
the expenses of the Property Management Division in connection with the man- 
agement and sale of acquired properties; (4) the expenses of the stenographic 
and typing pool; and (5) the expense of the Foreclosure and Liquidation Units 
of the Legal Division. Total departmental nonadministrative expenses esti- 
mated at $3,640,500 are summarized in the preceding table and are explained 
below. 

Field expenses consist primarily of the cost of processing mortgage insurance 
applications. This includes: Preliminary advice, consultation, negotiation, sub- 
division analysis, and feasibility or eligibility determination (particularly with 
respect to urban renewal, relocation, armed services and cooperative housing) 
before applications are received; and mortgage credit, valuation, and architec- 
tural analysis after receipt of applications : as well as compliance inspection on 
new construction and the professional, clerical, and fiscal work incident to re- 
ceiving and recording applications and endorsing insurance contracts. Title I 
collection activity, property-management operations, minority-group housing 
work, land planning, and market analysis make up the balance of the field 
activities and expenses. 


01 Personal services 





Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 1958 
Departmental: 
PONE, bo bade enn nkaoane shee seed 605 | 609 622 
568.8 | 579 593 


Average full-time are Rs isn ccni det 











MATES GEIS... Bg tite Ge tice viv kin a giclnnlinGcconsoussts odie 


Annual salaries. _. $2, 419,678 | $2, 518, 900 $2, 604, 700 
Field: 
Positions _...- Se ea 4,850 | 4, 875 4, 780 
Average full-time employment. ; dein 4,717 | 4, 801 4, 665 
Annual salaries. i ae ; $25, 683, 227 $26, 413, 000 $25, 749, 700 
Total nonadministrative: 
Positions. -... apaieunss — 5, 455 | 5, 484 | 5, 372 
Average full-time employment_- Sete . Soianel 5, 285. 8 5, 380 | 5 258 
Annual salaries. _-_- ji Sabebebelasrcodpe ieee: es 102, 905 | $28,931,900 | $28, 354, 40) 
| 
Departmental—Comptroller’s Division 
Actnal, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1956 | 1957 1958 
Positions . Fata cement 414 390 | 390 
Average employment..-__........-.-...-.-..--. 391.6 | 375 | 375 
| 


$1, 596, 080 | $1, 529, 355 | $1, 529, 355 
' 
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The Comptroller’s Division maintains a complete accounting system on insur- 
ance premium collections, refunds, terminations, foreclosed property transac- 
tions, insurance in force and participation dividends to homeowners. The Di- 
vision is also responsible for the billing and collection of renewal premiums and 
the examination of reports on loans made by title I lending institutions. 

The personnel requirements for the Division have been developed on a work- 
load basis as shown in the table appearing on the following page. It will be 
noted that despite the estimated increase in the number of cases to be insured 
in the field and forwarded to Washington, and the increased property transac- 
tions, the average staff declines slightly. Through the constant effort to im- 
prove procedures and increase efficiency, this Division was able to abolish 64 
positions during the post year. The estimated increase in the output per em- 
ployee in 1957 and 1958 will support a total of 756 man-years of employement 
in the 2-year period. The actual ratios for 1956 when applied to the workload 
of the current and budget years would support a total of 902 man-years. The 
estimated saving of 146 man-years in 1957 and 1958 should result in a salary 
saving of approximately one-half million dollars for the 2-year period. 
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Title I 


Estimated, 


| 
Actual, | Estimated, 
— -_ 


fiseal year — a yet ar 


1956 


| 
Sean | 
aie at 


Average employment. ; : ent 1 110 123 
Salary expense ° $536, 800 $615, 260 


| 
| 
|- 
Positions... ....- inthe ee 0 gS ce “alll seal 131 


In the title I division every effort is made to liquidate the notes acquired upon 
payment of claims under this insurance program. Such work is carried on by 
the Accounts Control and Field Supervision Sections and through collection 
facilities in the field offices. 


Accounts Control Section 





| | 
Actual, | Estimated, | Estimated, 
fiscal year | fiscal year | fiscal year 
| 1957 ‘ad 1958 
= on ae es 


Positions ; ; ; 82 | 83 83 
Average employment... daSthetecchdaloasbhsl 79 80 80 
Average notes in proc SS ‘of collection _- 165, 000 | 158, 000 158, 000 
Total cash recoveries.............---..------------------------| $10, 108, 604 | $10, 500,000 | $11, 200, 000 


The Accounts Control Section develops policies, rules, and procedures covering 
all phases of the liquidation of defaulted notes required by FHA. The Section 
also makes a final review and recommendation of action to be taken to write off 
uncollectible accounts and assists field offices regarding collection methods to be 
followed on difficult and complex cases. 

The decrease in the inventory of defaulted accounts under collection reflects a 
heavy writeoff of unproductive accounts in the Litigation Referral and Skip 
Tracer Units during the past year. Claims on 40,000 accounts amounting to 
$17 million are expected to be paid during the current year and an additional 
40,000 claims involving $18 million are expected to be paid in 1958. While the 
dollar amount of notes under collection is expected to increase slightly in 1958, 
the estimated increase in recoveries results primarily from an increase in the 
percentage of recoveries to the principal amount outstanding and serviced by the 
field employees. 

Field Supervision Section 


Actual, | Estimated, | Estimated, 


fiscal year fiscal year | fiscal year 
56 1957 1958 


Positions__-____- _ ‘ 35 48 
Average employment lie Di ioc axial Can oiahceahcsts ai al 23. 30 | 43 





The Field Supervision Section is responsible for: (1) the development and 
recommendation of new or revised title I policies, rules and regu'ations; (2) 
technical advice and assistance to field offices and to lenders and dealers; (3) 
supervision over surveys of approved lending institutions and dealer operations ; 
and, (4) supervision and training of field representatives. 

There are presently more than 7,000 lenders holding title I contracts with 
approximately 4,000 branch offices or a total of more than 11,000 financing out- 
lets.’ At present a staff of 24, including 15 financial representatives, is used to 
supervise and control the activities of the dealers and lenders. To avoid future 
difficulties and abuses of the program, to create a better understanding of it 
among lenders, dealers and the public, and to improve working relations with 
the lending institutions, it is necessary that the staff be increased to 35 posi- 
tions during the current fiscal year and to 48, including 30 financial representa- 
tives, in 1958. 
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Property management 








Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1958 











1956 1957 
le EE as ieee agercansaeesudduehinenwaed 32 36 36 
Rs a, cicuhatepapepoccenpannsdecoucsecesses 31 34 35 
SC ttecatedthdabscabeesvasibpyb«cccecacesseeues $163, 912 $191, 060 $198, 400 





Estimate, fiscal 


Actual, fiscal year Estimate, fiscal 
1956 year 1958 


| year 1957 





Property transactions 
































Number| Units | Number} Units | Number; Units 
—, an telliid teniniiiptapssii ite ies 
Sales: 
ti aetl 2, 430 3, 358 2, 812 3, 312 2, 485 2, 785 
I at ial ain sh bacteniimnineine ti 41 3, 373 55 3, 516 78 5, 529 
hs oho chitatalidiboenwsiddsipdamdinn 2, 471 6, 731 2, 867 6, 828 2, 563 8, 314 
On hand end of year: > ee 
1 to 4 family properties. __............ 5, 158 6, 139 5, 569 6,434 | . 5,424 6, 169 
Multifamily properties. _-..........-- 153 9, 697 179 13, 631 195 16, 654 
Multifamily mortgages_.............-- 191 16, 465 189 16, 339 162 14, 098 
Rb ti She ldiddlin deus 5, 502 32, 301 5, 937 36, 404 5, 781 36, 921 





The Property Management Division is responsible for: (1) The development 
and recommendation of new or revised policies, rules, and regulations relative 
to the management and sale of properties conveyed to the Commissioner; (2) the 
development and recommendation of procedures governing field office operations 
relative to the acquisition, maintenance, management, rental, and sale of prop- 
erties; (3) selection and supervision of brokers or managers for management and 
sale of properties; (4) conduct of specialized property management training 
programs in field insuring offices; and (5) provision of technical advice and 
assistance to field insuring offices and brokers concerning all phases of property 
management and sales. 

The estimated volume of sales involving both properties and units is expected 
to exceed the peak workload of 1956. Also, the inventory at the end of each year 
(properties conveyed to the Commissioner) shows a steady increase despite the 
heavy volume of sales. This increase is attributable to the high rate of defaults 
leading to property acquisition under emergency housing programs of titles VI 
and IX. In order to avoid serious backlogs in the work involving acquisitions, 
sales, and broker-report reviewing, 2 realty officers and 2 clerks are being added 
in the current year. 


General services—Stenographic pool 





Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 1958 
ictadtinen nie tesls srcenepieitmtoliodioellilden 
CE as an cnaidvhusae ws innWes cheered ha cbe okgeem while 43 | 43 43 
Average employment. -.....--. Sickel dncddbeiieuktdulssd th bibibide se 37.8 38.4 38.4 
I hin tetiids -bectes <ncemstee ee tneebondtebeeatotens $133, 808 $136, 815 $136, 815 


The stenographie pool provides typing, stenographic, dictation machine tran- 
scription and ditto service for the Washington headquarters. No increase in the 
current staff is contemplated for the current and budget years. 
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Legal Division—F oreclosure and Liquidation Units 


Actual, fiscal| Estimate, Estimate, 
year 1956 fiscal year fiscal year 
1957 1958 





Positions. . . .. Be ce east 10 22 | 
Average employment 
Annual! salaries 


22 
6.3 21.6 21.6 
$36, 888 $124, 870 $124, 870 


The Foreclosure Unit (10 positions) performs all legal work in connection with 
the curing of defaults and foreclosure actions on insured mortgages. 

The Liquidation Unit (12 positions) performs all legal work incident te the 
sale of Commissioner-held properties and mortgages. The 12 positions of this 
Unit, and attendant expenses, are not shown above for fiscal 1956. The expense 
of this Unit was charged to the administrative budget during 1956; but, inasmuch 
as the activities of this Unit are direct operations, the function was transferred 
to the nonadministrative budget effective July 1, 1956. 

No change in the present staff is contemplated for 1957 or 1958. 

Mr. Tuomas. For the sum of $37 million you give us a quick treat- 
ment. .What is the unexpected balance? What is it up to the first 
of February of this year for nonadministrative expenses ? 

Mr. Mason. We expect over the fiscal year to save $1,750,000; that 
is, not to expend that amount. 

Mr. Tuomas. The nonadministrative limitation is $372 million and 
it should be $35 million ¢ 

Mr. Mason. $134 million less. 

Mr. Tuomas. Will you settle for $35 million ? 

Mr. Mason. I don’t think so; no, sir. 

Mr. THomas. What should it be? 

Mr. Srarr. You mean what by that, sir? 

Mr. Mason. When you take $134 million off of $37,200,000 what do 
you get, $35 million? He gets $35 million and I get more than $35 
million. 

Mr. Yates. How much more? 

Mr. Mason. $3544 million. 

Mr. Tuomas. Allright. Will yousettle for $35.2 million ? 

Mr. Mason. My impression, sir, is that business will go up during 
the last quarter of this year and we will need the full $37,200,000 in 
1958. 

Mr. Tuomas. Suppose it stays static? Then you would take $35 
million; would you not ¢ 

Mr. Mason. If it stays as it was in the last quarter of the calendar 
year, 1956, we will save more than this amount. We will not spend 
money we do not need to spend. That is a silly thing to do. 


MINORITY HOUSING 


Mr. Yares. What are you doing in the field of minority housing? 
What have you done since last year? Last year you said you were 
making progress. Are you making more progress this year ? 

Mr. Mason. One of the current things that is creating some interest 
which FHA has done in this field is to give assistance to Mr. Abrams 
in New York in enforcing the Baker-Metcalf law in that State. Pre- 
viously we had put a sticker on our applications up there telling people 
there was a nt -Metcalf law. We now put on a sticker which will 
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tell them there is a Baker-Metcalf law and FHA likes people with 
whom it does business to live up to the laws. 

The Baker-Metcalf law is a law which provides that in any multi- 
family housing project there must be provision for open occupancy. 

Mr. Yates. What do you mean by “open occupancy”? 

Mr. Mason. No discrimination in rental or sale, depending on race, 
creed, country of origin, and so on. 

Mr. Yates. That is what you did in New York? 

Mr. Mason. That is a sample, an indication of where our heart is, 


a ash :; 
r. Yates. I am glad to hear this about your heart being in the right 
place. How do we translate this in terms of action? 


OPEN OCCUPANCY PROJECTS 


Mr. Mason. We have, as you know, around the country numerous 
projects under construction for open occupancy. 

Mr. Yates. Can you list them for the record at this point? 

Mr. Mason. I cannot list them all, sir. 

Sheraton Estates, Kansas City, Mo. 

Mr. Yares. Is this an open occupancy project ? 

Mr. Mason. Inaugurated in 1956. 

Mr. Yates. Do you have any in and around the city of Chicago? 

Mr. Mason. Kirtland, Albuquerque, N. Mex. 

Then we have Westgate at Yellow Springs, Ohio. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 

Mr. Yares. My question still stands with regard to Chicago. 

Mr. Mason. The most significant thing that happened last year, so 
far as minority housing in Chicago is concerned, is the following— 
off the record. 

(Discussion held off the record.) 

Mr. Voursexu. All I have to say 1s that I think these gentlemen, Mr. 
Chairman, have done an excellent job in presenting their case, and I 
surmise that the reason they did such a good job is that they know 
what they are doing and how to do it. 

Mr. Mason. The thing we are most proud of is the $100 million that 
goes into reserve. 

Mr. THomas. You are one of our best administrators in the Gov- 
ernment service today. The committee commends you for your good 
work. You certainly work at your job, and you are producing admin- 
istrative results. We hope that you will be able to show definitely 
some justification for the increase in the FHA interest rate because 
as of today your justification that it will increase the number of hous- 
ing starts is quite doubtful. Our congratulations to all of you. It is 
always nice to see you. 
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Obligations by objects—Continued 


1956 actual | 1957 estimate | 1958 estimate 


Supplies and materials . $47, 000 $59, 000 
Equipment 27, 926 50, 300 | 48, 400 
Grants, subsidies, and contributions: 

Contribution to retirement fund 304, 000 
Refunds, awards, and indemnities 165 
Taxes and assessments 2, 500 | 


Total obligations 4, 895, 071 5, 225, 000 | 5, 900, 000 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


an ropriation , $5, 225, 000 
Obligated balance brought forward 334 275, 210 
Restored from certified claims account 858 }... 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations 4, 621, 018 4, 925, 000 5, 550, 000 
Out of prior authorizations 329, 245, 000 270, 000 


Total expenditures : 4,950,668 | 5,170,000 5, 820, 000 
Balance no longer available: 
Unobligated (expiring for obligation) ...................... 5 
4,114 


Other ; 
Obligated balance carried forward : 275, 210 











Total expenditures and balances } 1, f 6, 222, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order? 
We have with us this morning the Federal Power Commission. We 
are certainly delighted and honored to have with us so many of our 
old and distinguished friends. 

Chairman Kuykendall, it is nice to see you again, and to see you 
looking so well. It is good to see Commissioner Digby and Commis- 
sioner Stueck, Commissioner Connole, and Commissioner Kline. My 
old friend, Henry Domers is here, the Executive Director, and Judge 
Gatchell, the distinguished General Counsel. Mr. Adams, Chief of 
the Bureau of Power, and Mr. Kallina, Chief of the Bureau of Rates 
and Gas Certificates. Mr. Rainwater, the Chief Accountant; Mr. 
Lindsay, the Director of Administration. Mr. Cashell, Chief of 
Budget and Finance. 

It is certainly good to see this distinguished crowd. Most of us are 
oldtimers. But do we not have a new Commissioner here? 

Mr. KuyKenpauu. Yes, sir; Commissioner Kline. It is his first 
experience at one of these hearings. 

Mr. Tuomas. We are delighted to have you with us, Mr. Commis- 
sioner. We will be pleased to have you tell us about him. 

Mr. Kuykenpatu. We have one Commissioner who joined us last 
June-and has not been to one of these hearings before. That is Com- 
missioner Kline who is standing. 

Mr. Tuomas. Commissioner, we are delighted and honored to have 
you with us. We wish you a long, successful, and happy tenure of 
office. You will like this crowd and we will like you, too. We get in 
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here and have a lot of meeting of the minds, sometimes, and a lot of 
clashing of ideas: When we get through, we usually come up with 
just about the right answer. You are beneficial to us and we hope 
we are beneficial to you. Welcome, and come back to see us. 

Commissioner Kring. Thank you. 

Mr. Tomas. Mr. Chairman, do you or any of your brother com- 
missioners, or anybody on your staff, want to talk to us formally or 
informally, make a statement or do whatever you want to. We are 
delighted to have you with us. 


GENERAL STATEMENT 


Mr. Kuykenpauu, I would like to make a statement, Mr. Chairman. 
In the interest of brevity, however, I will not undertake to describe 
the many duties which have been assigned to the Federal Power 
Commission by the Congress, and will only summarize our require- 
ments and explain certain factors affecting the preparation of our 
estimates. 
FUNCTION OF THE COMMISSION 


Suffice it to say that the Commission’s primary work is in regulat- 
ing important segments of the electric and natural gas industries of 
the United States with respect to their facilities, services, and rates. 
The fact that among the major industrial groups in the country the 
electric utilities are reported to rank first and the natural gas com- 
panies sixth in gross capital assets is indicative of the size and 
complexity of this work. 

In discharging its regulatory responsibilities over these industries, 
the Commission’s objective is to facilitate the provision of adequate 
supplies of electric energy and natural gas, when and where it is 
needed, at rates which are consistent with the best interests of the 
public and the industries regulated. We are pursuing this objective 
as economically and efficiently as we can. We believe that all key 
members of our staff are conscious of their responsibility for the 
exercise not only of sound technical judgment, but also for sound 
management to obtain maximum benefit from each dollar expended. 


FISCAL YEAR 1958 BUDGET 


The Commission’s 1958 budget totals $5,900,000, which is $675,000 
more than the amount appropriated for the current fiscal year. Nearly 
one-half of the increase, $304,000, is for required payments to the 
civil-service retirement fund, an item which has not heretofore been 
in our annual budgets. Exclusive of this item, the net increase is 
$371,000, or about 7 percent over 1957, which is intended to provide for 
an additional 86 man-years of employment, for travel funds primarily 
for the additional employees, and for nominal increases in some other 
objects of expenditure. 

BASIS OF ESTIMATE 


In compiling these estimates the Commission has been guided. by 
two paramount considerations, the first. of which is workload. The 
Commission cannot control the amount of work it-has to do. Appli- 
cations for licenses, permits, or certificates of public convenience and 
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necessity must be accepted and acted upon. If parties intervene, we 
must hear and take into account their contentions, and the cases thus 
become more complex and lengthy. If increased rates are filed we 
must analyze them and, if it appears that they may not be just and 
reasonable, we must suspend and investigate them. 

Actually, our workload would warrant a substantially larger in- 
crease in staff than is requested. Staffing plans must, however, be 
tempered by the second consideration, that is, the fact that a very 
limited number of qualified people are available in the highly technical 
fields where we require them. Hence, we are asking for only as many 
new employees as we can reasonably expect to recruit, train, and 
absorb. 

The Commission is mindful of the constantly mounting financial 
demands on the Government. We have intensified our efforts to 
achieve and maintain economy and efficiency. Our request for funds 
for 1958 is limited to the amounts we need for work which cannot be 
deferred without serious detriment to effective regulation of the elec- 
tric power and natural gas industries. 


LICENSING OF NON-FEDERAL HYDROELECTRIC PROJECTS 


The Commission proposes that the activity “Licensing of non- 
Federal hydroelectric projects” be continued at the 1957 level, except 
that in licensed project accounting work we are requesting an increase 
of 4 man-years and related travel funds. The accumulated workload 
in licensed project accounting has grown to very substantial propor- 
tions and is a matter of concern to the Commission. 

However, in view of the current shortage of qualified aecountants, 


it is not feasible to attempt any sizable expansion of the staff at this 
time and the Commission is requesting only a sufficient increase in 
manpower to handle current work and to prevent a substantial addi- 
tional accumulation. Exclusive of retirement fund contributions, the 
increase for this activity amounts to $37,100 or approximately 3 per- 
cent over 1957. 


REGULATION AND SURVEYS—-ELECTRIC POWER INDUSTRY 


We recommend that the activity “Regulation and surveys, electric 
power industry” continue at the 1957 level, except for a net increase 
of 5 man-years in the accounting phase of this activity. As in licensed 
project accounting work, a heavy workload has accumulated in the 
application of uniform accounting requirements to the utilities, This 
increase will provide only that manpower necessary to prevent fur- 
ther substantial accumulations of work and to insure that accurate 
and informative data are available to the Commission in handling 
problems relating to the electric-power industry. This increase 
amounts to $60,200, or approximately 6 percent over 1957, exclusive 
of retirement fund contributions. 


REGULATION AND SURVEYS—NATURAL GAS INDUSTRY 


_ The activity “Regulation and surveys, natural gas industry” con- 
tinues to be the Commission’s area of most pressing need. Reason- 
able progress is being made in the disposition of certificate applica- 
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tions from pipeline companies and independent producers, and in the 
disposition of pipeline rate cases, but we have an enormous and grow- 
ing backlog of rate proceedings involving independent producers. 
During fiscal year 1956 the number of rate filings by independent 
producers seeking rate increases was much greater than had been 
expected. As a consequence, a total of 145 independent producer rate 
cases developed that year consisting of 118 suspension cases and 27 
cases involving general rate investigations and other miscellaneous 
rate matters. This was 55 more than had been expected. This trend 
has continued into fiscal year 1957, with 146 rate suspension cases and 
3 rate cases of other types developing during the first 6 months in 
contrast with a total of 90 which had been estimated for the entire 
year. Asa result of this pyramiding workload the Commission had 
pending as of February 18, 1957: 

Independent producer rate increase suspension cases_.......___----_--.- 325 
Independent producer rate cases of other types 33 


Pipeline rate increase suspension cases____...._.____-_--_- 32 
Pipeline rate cases of other types. 2Ui tc eee lew 8 


The Commission’s request for a net increase of approximately 27 
man-years for the regulation of natural gas companies includes 22 
man-years for the processing of independent producer rate cases, 
It is hoped that this increase will permit the Commission to liquidate 
the accumulation of producer rate cases over a 3-year ‘tiiod: with 


the result that independent producer rate cases can be handled on a 
current basis by the end of fiscal year 1960. 

The work of enforcement of uniform accounting for natural gas 
companies has fallen behind in recent years, due mainly to the shifting 


of manpower from accounting to rate activities. Accurate account- 
ing and financial information is required by the Commission in the 
consideration of almost every phase of natural gas regulation, To 
prevent this accounting work from falling further behind, we are 
asking for the 5 additional man-years for fiscal year 1958. 

Exclusive of retirement fund contributions, which amount to $141,- 
000, the increase requested for regulation and surveys, natural gas 
industry for 1958 amounts to $248,000 or approximately 10 percent 
over 1957. 


FEDERAL PROJECTS INVESTIGATION AND REGULATION 


We propose that Federal projects investigation and regulation be 
continued at the fiscal year 1957 manpower level. Nominal increases 
in travel and some other objects of expenditure aggregate $10,500, 
exclusive of funds for the required retirement fund contribution, or 
an increase of approximately 3 percent over 1957. However, the 
retirement fund payment of $17,000 will necessitate an increase in 
the 1957 congressional limitation to $335,000 for fiscal year 1958. The 
Commission believes, for the reasons given a year ago, that the funds 
for this activity do not need to be subject to a limitation. 

This concludes my general statement. We will endeavor to answer 
any questions you may have. 

Mr. Tuomas. That is a fine, concise, and very much to the point 
statement, Mr. Chairman. 

Does anybody want to talk with the chairman or any of the com- 
missioners before we go into the dollars and cents budget? 
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GAS RATE INCREASES 


Mr. Evins. I just have been impressed, Mr. Chairman, with the 
large number of rate-increase cases that. have been approved by the 
Commission, and we hear through the press most. every day that new 
rate increases are granted. I was impressed with that portion of the 
President’s state of the Union message in which he said that both 
management and labor should hold the line against further price 
and wage increases all along the line. I am just wondering what 
the Commission is doing in this area to call a halt, so to speak, or 
check, if possible, the continued rate increases because these increases 
contribute to the inflationary spiral. These rate increases are re- 
flected all along the line elsewhere. The large number of gas-rate 
increases, it seems to me, is rather alarming and no check or halt seems 
to be apparent. I wonder what the Commission has to say in regard 
to this situation. 

Mr. KuyxKenpauu. Actually, Mr. Evins, we have not granted very 
many rate increases either for the independent producers or for the 
piperine companies within the past year. 

hat has happened is that we have suspended many proposed in- 
creases and the suspension period has expired and the increased rates 
have gone into effect subject to possible refund when we do determine 
what is a proper rate level. If it is less than what is being collected 
subject to refund, of course there will be a refund. I do not have the 
figures before me of how many rate increases we have granted but they 
have not been very large in the last year. 

Mr. Evins. How many have gone into effect through the suspension 
procedures ? 

Mr. Kuyxenpauz. Can you tell him that, Carl? 

Mr. Kaur. We do not have those figures. We have no control 
over that, 

Mr. KuykKenpDALL. We do have over 300 independent producer rate 
suspensions—350. Now, not all of those have gone into effect yet, 
but a good number of them have. 

Mr. Evrys. How many increases have gone into effect and you do 
not know how many suspensions have resulted in increased rates dur- 
ing the past year? 

r. KUYKENDALL. We can give you the total dollar amount. 

Mr. Evtns. I wish you would supply that, Mr. Chairman, both in 
numbers and as dollar figure, also, please. 

Mr. Kauurna. I have the figure at the beginning of calendar year 
1956; the Commission had on hand $1714 million worth of rates which 
were under suspension by action of the Commission. During the 
period the Commission received $14 million in addition which were 
also suspended by the Commission, making a total of $3144 million at 
the end of 1956, which were at one time or another suspended by the 
Commission. During 1956, 5.9 of that $3114 million were disposed 
of so that as of January 1, 1957, the Commission still had under sus- 
pension 311 cases involving $20.6 million. That is for independent 
producers only. 

Mr. Evins. About $3114 million in rate increases, new rate increases 
went into effect, then, in the last year? 
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Mr. Kauiarna. As of December 31, 1956, $3144 million in rate in- 
creases suspended by the Commission since June 1954 were still pend- 


ing. 

Mr. Evins. And was it 17 million increase that went into effect? 

Mr. Kaira. 1714 were pending at the beginning of 1956. We 
suspended 14 million additional in that year. 

Mr. Evins. How much in increases went into effect? That is the 
question with which I am concerned. 

Mr. KuykEenpa.u. Most of that is in effect. The only ones that 
are not would be recent suspensions. 

Mr. Evins. Could you supply the committee with a statement as 
to how much in amount of refunds have been made in cases that you 
find that increases should not have been approved ? 

(The information referred to is as follows :) 


Independent producer 4 (e) proceedings terminated, wherein increased rates were 
made or infections subject to refund and termination order premio f for refund 


| | 

| | Estimated | Approximate 

| annual | Date effective; Date termi- amounts ! 
Company amount subject to nation order | impounded 

| suspended refund issued as of termi- 

| | nation date 


Union Oil of California 2 $2, 138,450 | Feb. 1,1955 | Dec. 6, 19568 | $3, 292, 000 
yan Oil of California, et 326, 527 etl naonatl © 1 876, 000 
a i» 
||Morris Rauch, et al? 52, 680 |.....do....____| do 3 61, 000 
| (Bel Oil Corp.’ | 118,307 | Feb. 2, 1955 | do 4 j 627, 000 
| Continental Oil Co.' 56,924 | Mar. 1,1955 | June 14, 1956 () 
Dorchester Corp : 40, 747 ae Jan, 5, 1956 7 21, 405 
Sun Oil Co,?______--- 284; 482 |.....do.._... Feb. 6, 1957 608, 000 
E. J. Hudson, et al.2 10, 851 b bas I 33, 000 
Maracaibo Oil Explora- "17, 236 _ iia sea 15, 000 
tions.? 
Sohio Petroleum Co.?__ 233, 872 | Mar. 20, 1955 ; 572, 000 
Orange Grove, et al.?:__-. 237,332 | Apr. 26, 1955 }_. ; 362, 000 
Associated Oil & Gas Co.?_.| 200, 100 |.....do........|--.-do-... :) 
weit __ 36,000 | Apr. 15, 1955 pe 13, 000 
G-8516 fining Co.*. 146,000 | Apr. 6, 1955 | é 297, 000 


a 


3, 838, 868 | equ | 6, 777, 405 














! Estimated for those periods for which ibinibhen have not submitted statements. 

2 Consolidated proceedings 

3 Operation of order stayed for 60 days or until court takes action on stay if sought by applicants. 

4 Consolidated with other 4 (e) proeeedings wherein rates were not made effective subject to refund. 

5 Includes amounts applicable to certain other 4 (e) proceedings consolidated with G-6503, 

* Applicant has not yet submitted any statements showing increased amounts collected or a refund state- 
ment, 

7 Represents actual refund made. 

§ By letter dated Apr. 5, 1956, Applicant advises that ‘“‘no amounts have been received by reason of in- 
creased rates.’’ 


Mr. Katina. We can supply those figures ; yes, sir. 

Mr. Evins. You say in your own statement that these increases are 
much more in number than you had anticipated. 

Mr. KuyKenDALL. Yes, sir. 

Mr. Evins. What is the answer? 

Mr. Kuykenpatt. Just that in our analysis of contracts of the 
producers and the pipelines we underestimated the number of in- 
creases that would be coming up. These increases are all provided for 
im the ag ts between the producers and the pipeline. 

Mr. Evins. It seems to me t that a halt ought to be called somewhere 
along the line. I do not know where the end is, myself, and if we 
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eannot look to the Commission to provide the answer, the consumers 
are going to suffer, presently and in the future. 

Mr. Kuyxenpatu. We have no control, as I said in my statement, 
over these requests for increases. We cannot reject them. We can 
suspend them. 

Mr. Evins. You have some control whether they go into effect 
or not. You can certainly slow the increases down. 

Mr. Kuykenpatu. We can suspend them, which we do when we 
think it is warranted. 

UNION OIL ©O. CASE 


Mr. Evins. Mr. Chairman, of course we cannot always rely on what 
we read in the press. We all appreciate and recognize that fact. 
But we read recently that you have prejudged some cases, and in effect 
have announced in advance what the decision of the Commission was 
going to be in certain cases before the cases had even reached the 
Commission level for decision. What is your comment with respect 
to those published statements ? 

Mr. Kuyxkenpatt. I guess I did not see those statements. I did 
not know we had prejudged any cases. Could you identify the cases? 

Mr. Evrns. I understood that there are some cases in the staff level 
of the Commission recently when conferences from my State of 
Tennesseee were held with your staff that there be further suspen- 
sions and that you or members of the Commission’s staff told the 
conferees what the situation would be before the case had even reached 
the Commission. In other words their request for further suspen- 
sions of gas rate increases was denied. 

Mr. Kuykenpatu. That is not true. 

Mr. Evtns. What are the facts? 

Mr. Kurxenvauy. I think you are referring to the case of the 
Union Oil Company of Louisiana, which is a different companv than 
the Union Oil Co. you are familiar with, which filed increased rates 
which were provided for in their contract with their pipeline company 
for about $514 million. We suspended that rate increase not for 5 
months but for a month and_ half, using our discretion. We have 
not prejudged the case. What I did tell those conferees was that 
this company had filed the most elaborate justification for an increase 
any producer ever had filed with the Commission, including a great 
deal of cost evidence. We were not completely satisfied with all of 
this cost evidence, but it did indicate to us that the company probably 
was entitled to some increase. We do not know how much. We 
won’t know how much until the hearings are concluded. There is no 
other way to tell it. The company had spent, I believe, about $69 
million in the last 5 years on further exploration and development. and 
had developed a great amount of gas. If I remember correctly, it 
increased its reserves about six times. All of this gas was dictated by 
the contract to the pipeline to which it was sold. That has gone a 
long way toward assuring for many years a continued supply of gas 
for this pipeline and its customers. 

During the time that the company spent this amount of approxi- 
matelv $69 million for exploration and development, it had declared 
less than somewhere around $7 million in dividends. We just weighed 
the equities of the consumers and the company and it was the collec- 
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tive judgment of the Commission that a suspension of about 45 days 
would be fair. That would take the customers through at least half 
and probably more than half of the heating season. And yet it would 
give the pipeline company some increased revenues during the remain- 
der of the heating season. 

The company had, when it started out on its development program 
in 1951, known that in 1957, January 1957, it would, under its con- 
tract, get this increased rate. In the meantime, we had the Phillips 
decision by the Supreme Court. The company nevertheless kept up 
its development program. We have not prejudged the case. We 
have simply suspended the increase and will hold hearings on it in 
the near future. 

Mr. Evins. The case really has not reached the Commission: for 
determination as of yet ? 

Mr. KuyKkenpat. No, the hearings have not even started yet on it. 

Mr. Evins. The Commission could, in its discretion, have, however, 
granted an additional suspension, ordered an additional suspension 
period, could it not? 

Mr. KuyKenpati. We could have suspended for as long as 5 months. 

Mr. Evins. You provided a maximum rather than the maximum 
statutory extension ¢ 

Mr. Kuykenpatn. No: the minimum we could have applied would 
have been no suspension at all. 

Mr. Tromas. One hour. 

Mr. KuyKenpatt. One hour or one day. 

Mr. Evrns. Mr. Chairman, the fact that this company has expended 
a large sum of money and increased the supply of natural gas, which is 
certainly a commendable thing, as it provides us additional source of 
gas as a fuel. Ordinarily, in economics, with the increased capacity 
and supply, the price goes down. Here, however, with the mcreased 
supply the price goes up. You would think when you increase the 
supply of gas that there might be a decline in rates to the consumer but 
the reverse is true in this case. You supply more and yet the rates go 
up to all users and consumers. 

Mr. KvyxKenpaty. We have not determined whether the rates should 
go up or not. 

Mr. Tromas. How do you get an increase in the supply of gas? 

Mr. Kuxenpatn. You get it by spending money. 

Mr. Tuomas. By drilling wells? 

Mr. Kuykenpay. Yes. 

Mr. Tuomas. And equipping wells? 

Mr. KuyKenpatn. They spent something like $69 million. 

Mr. Evins, if these rates (hat are now in effect are excessive, we will 
determine that and we will order refunds for any amount that is 
excessive. So the customers have that absolute protection that in the 
long run they are not going to be deprived of any money that they are 
entitled to themselves. The money will be refunded and with 6 per- 
cent. Furthermore, the 45 days suspension was an absolute, unrecov- 
erable loss to the pipeline company. They never can get back that 
money. They contend that we cost them about $600,000 by that 
suspension. 

Mr. Evrns. You have a very important function to perform, Mr. 
Chairman, we all recognize this fact. But the thing that concerns me, 
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if you and your Commission continue to grant these rate increases, 
these increases are reflected in other applications and they are reflected 
with other consumer costs which extend all across the length and 
breadth of the land. There should be a stopping point somewhere. 

Mr. KuyKkenpatn. We have not granted this company an increase, 

I guess I made a misstatement. The amount the company claims 
they lost, in the sum of roughly $500,000 or $600,000 was a loss to the 
producer, not to the Union Oil Company of Louisiana, not the 

ipeline. 
7 Mr. Evins. I believe that is all, Mr. Chairman, at this time. 

Mr. Vorseru. Mr. Chairman, I take it that all these rate cases 
come to you for an increase, and you take all of the economic facts 
and the standard of a proceedings in the past, and then you decide 
what is equitable with each applicant for an increase; is that right? 

Mr. Kuyxenpaty. That’s right. 


EFFECT OF SUPREME COURT DECISION IN PHILLIPS PETROLEUM CoO. CASE 


Mr. Vurse.u. Now, another question I would like to ask you: Has 
not the Supreme Court decision of 2 years ago, where the control 
of gas at the wellhead, pricing and so forth, was involved, I presume 
that has contributed largely to your workload—or has it? 

Mr. Kuykenpauu. Yes; that has contributed very much to our 
workload. 

Mr. Voursett. Is it abating in its contributory effect, or have you 
passed the peak of that, or is it still a serious problem in the workload ? 

Mr. KuyxenpAun. As I said in my statement here, we hope that 
we can get abreast of that work within 3 years. 

Mr. Voursenz. Yes. Now, as a jury, so to speak, the Commission 
has to take into consideration, when one asks us for an increase, as 
to the increase of wages, the increase of doing business of these con- 
eerns that ask for an increase. 

In other words, you don’t set much of a pattern because you take 
each one by itself. 

I take it that every organization, pipeline, or otherwise, has to 
stand or fall on the equity of their case; is that right? 

Mr. Kuyxenpa.u. That is true, Mr. Vursell. We have some hopes 
that maybe, as we go along, we can handle some of the producers’ 
cases collectively, where they are selling from the same areas or fields 
and perhaps selling to the same customers. But it is doubtful whether 
the law permits that or not. The law, I think, was really designed 
for the pipeline companies, and I believe that the act contemplates 
separate treatment for each natural-gas company, and, of course, 
every producer is a natural-gas company. 


COMPETITIVE PRICE OF GAS 


Mr. Vurseitt. Do you know, or do you have any figures as to 
whether the increase in the cost of gas taken with relation to the pro- 
duction, with relation to the economy of the country generally, has 
lagged back and had a less inflationary effect than other heating ele- 
ments, such as coal and otherwise? The rate in the rise in the cost of 
gas to the consumer, I have been given to understand, over the past 
10 or 15 or 20 years has been 1 of the very stabilizing effects on the 
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cost of heat and power at a lower price rather than contributing to 
inflation. 

Mr. KuyKkenpatu. That is true, overall. Gas has undersold coal 
and oil most everywhere in the country until the last few years. 

Mr. Voursexu. It still does, even at the present time; doesn’t it? 

Mr. Kuykenpatu. In many areas; yes. 


FACTORS INVOLVED IN SETTING RATES 


Mr. Jonas. Is the cost of steel, coal, transportation, development, 
and such factors included—do they have anything to do with the 
rate? 

Mr. KuykenpAtu. Yes. We make rates, fix rates for, and I will 
talk now about a pipeline company because we have had lots of expe- 
rience with pipeline companies and know how to do that—by allow- 
ing a rate of return on their investment. In order to compute that 
rate of return we have to determine their operating expenses, too. 
So if the company had made recent purchases of steel pipe which had 
cost more, the labor to put the pipe in the ground had cost more, and 
compressors, and so forth, had cost more, that is all reflected in. the 
investment which we call the rate base. If they have incurred in- 
creased costs of labor for their regular payroll, that is reflected in 
their operating expenses, and we have to give the company a fair re- 
turn after the recovery of all those expenses. 

Mr. Jonas. We are in a period where increases in these items occur. 
There isn’t any way to do equity and justice except to increase the 
rate; is there? 

Mr. KuyKenpatu. No; there isn’t. 

In fact, if we did not allow a fair rate of return and would, in effect, 
confiscate the pipelines’ property, the courts would reverse us. 

Mr. Jonas. I ask those questions because of the questions that pre- 
ceded them. I am a consumer myself and have no interest, personal or 
financial, in any utility; and naturally I was thinking of my own self. 
I am anxious to have rates as low as possible. But I think I am 
realistic enough to know that a rate has to be determined by these out- 
side costs over which you have no control whatsoever. 

Mr. KuykKenpDALL. We cannot control those costs. All we could do 
if we found any cost was improper or fraudulent, would be to dis- 
allow it. But we cannot change it. 

Mr. Jonas. Have you ever granted.a rate increase that was not 
justified by increases in costs? 

Mr. KuyKenpau. No; we haven't. 

Mr. Vursexw. Is it not a fact. that if you refuse to give the proper 
increases, equitable increases, that it causes a diminution of the amount 
of production with the result that you slow down the economy of the 
country and raise the price of gas to all consumers, because it con- 
tributes to a shortage of gas, and when the rates are so low that you 
cannot get enough of it to supply the market demand. Is that not 
a fact? 

Mr. KuyKenbati. That could become a fact, I think. I think that 
isa matter of economics. 
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REGULATION OF INDEPENDENT PRODUCERS 


Mr. Evrns. Like lawyers, we sometimes ask one question too many. 
A few years ago, when you appeared before this committee, Mr. 
Chairman, you indicated, in substance, as T recall, that you were 
awaiting the action of the Congress on legislation relating to the 
natural-gas industry because of the Phillips decision. Now, in view 
of the fact that the legislation which was advanced by the Congress 
was vetoed by the President, the burden falls on the Commission to 
enforce the law with respect to independent gas producers, and you 
indicated, as I recall, last year that you were going to proceed in this 
area to provide some enforcement. Now that the matter has been 
clarified, at least for the time being, can you tell us at this time what 
the affirmative action is that has been taken by the Commission in 
this area ? 

Mr. KuyKkenpauu. Yes; I believe we could, Mr. Evins. I might 
say I am sure I did not. say last year or the year before or any time 
that we were delaying performing our duties, waiting for Congress 
tonassalaw. Wenever have. 

Mr. Evins. I think most of us gained the impression that there was 
no action in this area, because it was all nebulous and moot and not 
clarified. 

Mr. Kvuyxenpatu. I can give you some information on the status 
of these various ones, and I may say, sir, that all this relates to inde- 
pendent producers. 

Mr. THomas. When we go into the detailed justification, you have 
worlds of tables, but you might put it in. 

Mr. Kuykenpau. Mr. eee maybe you could summarize what 
we have done here. 

Mr. Tuomas. Mr. Domers can do that, certainly. 

Mr. Domers. As of February 4, there have been a total of 36 inde- 
pendent-producer dockets where the hearings have been completed, 
and intermediate decisions filed by the hearing examiners, These 
dockets represent a total of some $4 million. The heari ing examiners 
have recommended allowance of roughly $140,000 and recommended 
disallowance of three-million-eight- -hundred-thousand-odd_ dollars. 
This is on indenendent producer 1 rate cases that have been heard to 
completion. Final action by the Commission has not been completed 
on all of these cases. 

Mr. Tomas. You have to give them that piece of paper before they 
even can sell their products in interstate commerce. You have to li- 
cense each one of them; do you not ? 

Mr. Domers. That is right. A certificate of public convenience and 
necessity is required in each case. 

Mr. Tuomas. Do you have those people saying that the bank is 
fixing to foreclose? Do they say they have no money and they cannot 
move until they get the paper, and, of course, your answer is that we 
do not have but a few hundred people up here to do this job. 

Go ahead and answer Mr. Evins’ question. 

Mr. Evtns. These figures would indicate, then, the Commission has 
been and is taking affirmative action in a large number of cases in 
this area. 








Av av we 
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Mr. Domers. That is true, Mr. Evins. The total independent-pro- 
ducer cases that have been completed, currently in hearing or alas 
uled for hearing, totals 219 dockets. 

Mr. Evins. 219 dockets. 

Mr. Domers. That is right, sir. 

Mr. Evins. What amount does this represent in dollars of increases 
turned down by the Commission, denied by the Commission. 

Mr. Domers. Are you speaking of price increases that the Commis- 
sion has not. suspended ? 

Mr. Evins. I understood that you gave a figure of so much approved 
and so much denied. 

Mr. Domers. That’s right; of the cases that have been actually 
heard, a total of roughly $ $3,800, 000 has been disallowed and roughly 
$140,000 has been allowed. 

Mr. Evins. Approximately one-half? 

Mr. Kuyxkenpauu. Oh, no. 

Mr. Domenrs. It is a fraction ; $140,000 as against $3,800,000. 

Mr. Evins. $140,000 against $3 million. 

Mr. amg Three million eight. 

Mr. Evins. If that figure was reflected all along the line, we would 
have a “holding of the line” to a degree that we were discussing 
earlier. 

Mr. Domers. We have no way of knowing what will come of the 
hearings that are currently in progress and the many others that are 
scheduled for hearings. 

Mr. Kuykenpauu. May I interrupt you just’ once? I think in 
answering } Mr. Jonas I may have oversimplified my answer. He asked 
if the C pamieeion had ever allowed a rate or rates that were excessive. 





I said, “No.” Well, that is an oversimplification. There have been 
court cases where some certain position the Commission took on some 
particular point 


Mr. THomas. If you did it, you did it unwittingly. 

Mr. Kuykenpatu. The courts corrected it if they thought we were 
wrong. 

Mr. Jonas. I asked whether you ever consciously granted any in- 
creases without, in your opinion, justification for the increases. 

Mr. KuyKenpatn. No; we haven't. 


COMPARISON OF THE COST OF OTHER FUELS WITH GAS 


Mr. Tuomas. Before we go into this budget, I wonder if it is possible 
for you to get from any source in the Government, maybe the Presi- 
dent’s Commission on Economics, or maybe the Bureau of Labor 
Statistics, some information showing the increases in the price of com- 
peting fuels for the last 12 months, namely, coal and the a types 
of competing fuels, and see what their increases have been. I under- 
stand that.Mr. John L. Lewis got his employees an increase of $2 a day. 
See how that affects it, and the other increases, including the cost of 
machinery, and so forth. Even high interest rates are bound to 
increase the rates. Line them up in a parallel column, whatever infor- 
mation you gather. 

(The information requested is as follows :) 
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Wholesale Commodity Price Indexes, U. S. Bureau of Labor Statistics, 
nt inSben f00 1 


| 
Machinery | Petroleum and | 











Month and motive | products Coal | Gas 
products 

DB insicn a tueaseeaseesessea.-) | 128. 4 | 112.8; 104.8) LL6 

SONY... .. 0¢.<- jateerkat 4 | 125. 8 | 111.7 105.2; 113.0 
February ---..--- ieee asi F : 126.1 | 111.7} 105.2) 116.3 
Mareb. . . P . 126.1 111.7; 105.1} 116.6 
Bb yt sis) ss. 126.3 | 111.5} 102.3] 113.1 
May... Syekeek £304 126.7 | 111.5] 100.4} 111.0 
Pb chusctoctiucts 127.1 | 111.5 100. 6 110.4 
IOI in - 00> peak | 127.5 | 111.6} 101.5] 108.9 
August..........- 128.5 | 113.0 | 1022) 106.8 
September... .........---... 130.0 | 114.0) 1081] 107.8 
October. __......-. peaks 131.4 | 114.2 | 1087) 109.3 
November... .............- | 132. 5 | 115.0 109. 0 110.8 
December. - poahetinh ie . -| 133.0 | 115.6 | 1094 115, 5 
S006, 22553 ioe en eon ee 137.7 | 118.2, 114.5! 114.4 
January. cas aa es | 133.3 | 117.2'$ 109.9 121.1 
cite ce antennae | 133.9 | 117.5 | 109.9} 122.0 
March... -. oN . tied 4 | 134.7 116.8 110.1 122.7 
Bare is ss eel 135.7 | 117.5 | Ut.7] 117.5 
May. ; aa 136. 1 118.3 | 111.9] 115.4 
i ah atin cad cert st oeh i 136, 6 118.3} 112.3 111.3 
Jaly..... paeien | 136.9 118.8 | 112.9 109.7 
August....... oaledaigie bis : 137.7 | 118.3 113.8; 109.4 
NE 3.65 8 adds CISSE bbs : 139.7 118, 4 114.4 110.3 
October : i i41.1 118.3 | 121.0 111.1 
SEER FR ESTs BERS } .| 143.4 117.5 | 122.0 111.1 
I cterridumidapanininnttey ee acs meet eatead a | 143.5 | 120.9 | 123.5 111.1 
1 As reported in Standard & Poor’s Trade and Securities Statistics Supplement, January 1957. 
Moody’s Investors Service yield on corporate bonds’ 

PO aaah shat citing a hath ethene I a harich clk ctsarteseteirins orscccesnennisvemvaratetociennt 3. 5T 
PRIN ddbca etd 8. 15 wueer ye i 3. 80 
PORPAT Iii de si 3.18 POMC URT G1 W434i wnndtlanad 3. 28 
nuh ncecemeeitieersdanel 3. 20 I acc ctriccmnegligneaipins 3. 30 
I aes ncstcnhebapieapetbdpusessts 8. 21 TI ods aclodacantcncarigibedislcieiiaianciaias 3. 41 
th eh ee 3. 23 PN eae hid stiches anintayin andnten tacts aac etesaiiatene 3. 46 
Pn a hiccnccondghbbbdildctbibisius 8. 23 Peabo edhe idee 3. 46 
Pssiinda seh dib diel 3. 24 Bn Sik dm ceclabith Setbatod UlaRhons 3. 50 
ER i ntianncentacaieniaioagins 3. 29 Dstt i eee ninacenan 3. 62 
asa etesmrenniennt 3. 31 DOM ONRROR. ..... 4 kn 5 ag 3. 75 
es a Se 3. 30 UI at hiatices nokia lobe tah enien 3. 82 
Nave oii ok oe 8. 29 OWeNO 6k etl a 3. 90 
cr 3. 33 Rresember.. .t 6 ocesuwiso.— 3. 99 


2 As reported in the Federal Reserve Bulletin, January 1957 and January 1956. 
SUMMARY OF THE 1958 BUDGET 


I have had the pleasure of working over your budget rather care- 
fully and I must say that it is about as complete and well done as any 
document I have ever seen. In fact, it was so interesting that I spent 
7 or 8 hours on it before I could put it down, beginning about 1 o'clock 
Saturday and going up to ¢ about 11 or 12 o’clock that night. It must 
have been more than 7 or 8 hours. It is well done and all the infor- 
mation isthere. The big table here on page 10 is as well done as any- 
thing I have ever seen. However, next year see if you can figure 
out some way to put that same information in the table but have those 
lines seven times as big as they are now. We certainly would appre- 
ciate it. I lost an hour trying to read that fine print. But it tells 
the whole tale. 

Mr. Kuykenpatn. We could blow up a few copies of that. 





— 
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Mr. Tuomas. It is well done. 

By way of a little summary, let me state that your activities can be 
broken down roughly into the licensing of non- Federal hydroelectric 
projects. No. 2 ‘would be regulation ‘and surveys of the power in- 
dustries: No. 3 would be the “regulation and sur veys of the natural 
gas industry ; and No. 4 is investigations relating to river development 
surveys. Then you have your regional offic es ‘and your administra- 
tion and the International Joint Commission. And even though you 
cover that in a few words, it certainly covers a lot of details and 
many interstices. 

Your budget for 1957 was $5,225,000. This year you want an in- 
crease to $5,900,000, 

SUMMARY OF OBLIGATIONS 


Mr. Reporter, will you put pages 1, 2, and 3 in the record at this 
point. 
(The pages referred to are as follows:) 


FEepERAL PowErR CoMMISSION 


Estimated obligational authority related to obligations and expenditures 




















| Fiscal year Fiscal year 
| 1957 1958 
spinnin ttt Mnipreenianlaeip heist pecaninleinttipettthansiitiiitaaistitheitarliaensitphiniitmnnidis . | 
Current appropriations: 
Presently available _- ‘ alt ace neapatecagpte ‘ ; Ses WOO ie secess ee ad 
Recommended - . .-.......-- ; Shien ire anal Sin ailitea dca lintee Sekpoba he) $5, 900, 000 
Permanent appropriations... ........ ne -gghdsenashaed Lckenish! 45, 274 55, 883 
Total obligational authority_......_.._...._..-__.___- Secactiebicdl 5, 270, 274 | 5, 955, 883 
Total obligations to be incurred - - - - EON .sdad dnb e ol 5, 270, 274 eo 5, 955, 883 
Obligations outstanding at start of year 308, 190 367, 274 
Restored from certified claims account DE A sncincetcacduiniain 
Obligations to be accounted for._..._._-- iene tal ren eae | 5, 579, 322 | 6, 323, 157 
Less obligations outstanding at end of year._..._...._-_.-----.-------.-- 367, 274 | 457, 883 
NE REINS OO TOO in nunscntndueanetensabeeanniipaewades 5, 212, 048 5, 865, 274 


1 


Comparative summary of appropriations and appropriation estimates 


| 

















Increase (+) 
Appropria- | Estimate of | or decrease 
Bureau or subdivision tions for 1957| appropria- (—), 1958 
tions for 1958} estimates 
over 1957 
GENERAL AND SPECIAL ACCOUNTS 
Annual appropriations: Salaries and expenses............-..-. $5, 225, 000 $5, 900, 000 -+-$675, 000 
Permanent.appropriations: Payments to States under Federal 
OEE PO hand hct ccnbbndecuccctincuadunsts.nussubeuscuteded 45, 274 55, 883 +10, 609 
Total, general ong meciek «0 accounts, Federa] Power | i 
Commission. -_-.-..-- ca song whalieeoteeinaldl 5, 270, 274 5, 955, 883 +6%, 609 
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Comparative summary of estimated obligations to be incurred 


Fiscal year | Fiscal year 
1957 1958 





Services, supplies, and materials: 











Pe UN ce A kel eile ali wcieska $4, 630, 000 $4, 888, 000 
a aie a a nal Ci oni amee es nneEn een neetianeeerot 291, 000 340, 000 
CCAS SS 5 occ occ cek sce cdasSgenenatactckneinacaqees 3, 300 3, 700 
Communications services... ....-.------- bb be ee RiE bie be emtnieietent 64, 000 72, 300 
scsi chp sien ces deg dns oh ch mate Qpigin esasapnaboon 28, 300 29, 500 
OR ed SD. db hind dttibnddacnsbdvnenwawecd 64, 000 96, 900 
ee cabandensubdbesélostdmenneacwes 44, 600 55, 700 
Supplies and materials... ......--- siadiied ache sonkacne amas balan ae ea aaah aerate 47, 000 59, 000 
cc iackniieire baeinmbihiadees c= : ‘ ab aebétheeeeie jouee +e 200 5, 545, 100 
ne iid nick annidctnagekadwodanes Sa tne aU siaiiys Maho seit 50, 300 48, 400 
Grants, subsidies, and contributions: 
Payments to ‘States noes of ees nn doe nictu es das eEoes do Ge wen 45, 274 55, 883 
Contribution to retirement fund_- wp aiinanaaapath 304, 000 
Taxes and assessments: Repemte under Federal Insurance Contributions 
cea trae A Ieee bk oe en ec ladctebsbact dhsiabuccccdesecses owl 2, 500 2, 500 
as wear acclaim ean 5, 270, 274 5, 955, 883 


OTHER OBJECTS 


Mr. Tuomas. As well as I remember, approximately 50 percent of 
the budget increase is a new item, namely, your contribution to Dr. 
Phillip Young’s retirement fund. 

Travel increases from $291,000 to $340,000. Printing and repro- 
duction goes up from $64,000 ‘to $96,900. Other contractual services 
goes up “from $44,600 to $55,700. Supplies and materials show an 
increase from $47,000 to $5 59,000. On fh 1 these items we will go into 
some detail. 

TRAVEL COSTS 


The detailed justification begins on page 115 and goes through page 
120 which you will insert in the record at this time, Mr. Reporter. 
(The pages referred to are as follows :) 


JUSTIFICATION BY OBJECTS 
Personal services 

Detailed justifications for the object “Personal services” are contained in the 
preceding sections covering justifications by activities. 

Personal services costs account for 82.8 percent of the total obligations esti- 
mated for 1958. This is approximately 6 percent lower than 1957 primarily due 
to provision in the agency's budget for retirement fund contribution. The total 
personal services estimate of $4,888,000, is $258,000 greater than the amount 
appropriated for fiscal year 1957. This will permit an increase of approximately 
36 man-years. 

The amount estimated for lapses is sufficient to cover within-grade promotions 
one lump-sum leave payments, for which no separate provision is made in this 

udget. 

The average grade of GS-8.5 does not increase from 1957 to 1958, and the 
average salary increases only $10 per annum. 


Travel 


For the current fiscal year an amount of $291,000 has been authorized for travel 
in performing the work of the Commission. (Of the $300,000 approved by the 
Congress, the sum of $9,000 properly is chargeable to “Other contractual serv- 
ices,” object class 07, to cover rental of GSA vehicles. ) 
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The work.program for the fiscal year 1958 will require travel funds in the total 
amount of $340,000. Comparison of the funds available for the current fiscal 
year and estimated requirements for fiscal year 1958 by activity are as follows: 





Activity 


Licensing of non-Federal hydroelectric projects--..-__- 
Regulation and surveys’ 
mieceric power Mhauwery. 352... eek 
Natural gas industry - --_- 
Federal projects investigat 
Administrative 





Licensing of non-Federal hydroelectric projects 

Travel required in this activity is principally in connection with the processing 
of applications, the supervision of licenses, the investigation of unlicensed proj- 
ects and licensed project accounting. 

In processing of applications, a contested case requires travel of staff mem- 
bers to examine the project site, to confer with the applicant’s attorneys and 
engineers, and to attend hearings. The supervision of licenses requires travel, 
principally by regional office personnel, for the purpose of inspecting construc- 
tion and subsequent operation of licensed projects to insure that projects are 
constructed in accordance with approved plans and good engineering practice, 
and that constructed projects are operated and maintained in a safe and efficient 
manner and in accordance with the terms of the Federal Power Act and the 
license. The investigation of unlicensed projects requires travel, principally 
by regional office engineers, to investigate unauthorized occupancy of streams 
and to obtain field data necessary for a determination as to the Commission’s 
jurisdiction. 

The Federal Power Act requires that determinations be made of the actual 
legitimate original cost of licensed project property. Such costs can only be 
determined by examination of the books and supporting records of the licensee. 
These records, of course, are maintained in the offices of the licensees located 
at various cities throughout the United States, to which the field auditors must 
be sent to perform this function. 

These field staff members move from one assignment to another without 
returning to headquarters, except in certain instances. Contact with head- 
quarters is maintained through supervisory staff members who visit each assign- 
ment during the course of the work at each location. 

It is estimated that each of the fieldmen averages 300 days of each year 
in a travel status and has 2 changes in temporary duty station. Per diem 
is paid on a sliding scale and averages $7 per day. It is estimated that each 
change of duty station results in transportation costs of $80, or a total of 
$160 for the year per man. The total of the per diem and transportation expense 
per man averages approximately $2,200 per year. 

It is expected that an average of 22 fieldmen will be engaged on these field 
examinations and their travel expenses at the average of $2,200 per man will 
amount to approximately $48,000. The supervisory staff assigned to this work 
will average 4 men, whose travel expenses are estimated at $800 each or approxi- 
mately $3,000, making a total for the year of $51,000 for accomplishment of 
licensed project accounting work. 

All other travel in connection with the licensing of non-Federal hydroelectric 
projects which is to be undertaken by staff members of the 5 regional offices and 
the Washington office is estimated to require approximately 164 man-trips. Based 
upon past experience as to geographical locations and duration, these trips will 
be made at an average cost of $115 and constitute a travel requirement of $19,000. 
This amount, plus the $51,000 for licensed project accounting, makes a total 
travel requirement of $70,000 for this activity. 


Regulation and surveys, electric power industry 
Under the uniform system of accounts prescribed by the Commission for elec- 
tric utilities, each company subject to the Commission’s jurisdiction must file with 


the Commission studies showing the original cost of its electric plant and classi- 
fying any amounts in excess of original cost in separate accounts and proposing 
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appropriate accounting disposition of such excess amounts. Verification of 
these studies requires examination by the staff of the companies’ books at their 
offices throughout the United States. 

Calculated in the same manner as for licensed project accounting, $2,200 will 
be required for each of 344 man-years to be devoted to electric original cost 
studies, or $7,700. One-half of the time of one supervisor will require travel 
costs of $800, or a total expense of $8,500 on the accounting phase of this activity, 

All other travel in connection with regulation and surveys, electric power 
industry, is estimated to require approximately 65 man-trips at an average cost 
of $115, or $7,500. This amount, plus the $8,500 for accounting work, makes a 
total travel requirement of $16,000 for regulation and surveys, electric power 
industry. 


Regulation and surveys, natural gas industry 

The Commission’s functions in natural gas regulation necessitate extensive 
“at-the-site” field examinations by auditors and engineers to verify and evaluate 
pertinent data and to examine company facilities and operations. Fundamental 
to the Commission’s regulatory function is the accurate allocation of company 
costs between that portion of the company’s business subject to the Commission’s 
jurisdiction and other portions of the company’s business, To make such de- 
terminations it is necessary for the staff to audit the invoices, vouchers and other 
operating records of the company and such audits can effectively be made only 
at the location of the company’s records and operations. From such examina- 
tions, accurate, factual information is obtained as to operating expenses, plant 
investment, sales, and revenue derived therefrom. More complex operating pro- 
cedures require field examination of physical facilities involved in order to 
obtain a full understanding of the operations. 

There are 60 staff men in continuous travel status engaged in field work. The 
work program for fiscal 1958 will require an additional 16 employees in travel 
status. The estimated annual travel cost for each of these 76 employees is $2,600 
or a total annual estimate of $198,000. This estimate is calculated on the basis 
of 335 days per year in travel status and an average of 3 changes in temporary 
duty station for each of the 76 staff members. The per diem cost is estimated to 
be $2,400 per man plus $200 for transportation cost of the changes of duty 
station. 

In addition to the field staff, travel of the supervisory staff and other officials 
of the Commission is estimated to cost $37,500. This amount is calculated as 
follews : 

(a) Staff members directly supervising field activities will undertake approxi- 
mately 130 man-trips, at an average cost of $190, or approximately $25,000. 

(bo) Natural-gas original-cost studies will require 34% man-years in continuous 
travel status, at $2,200 each, and $800 for supervisory travel, or a total of approxi- 
mately $8,500. 

(c) Travel of various Commission officials solely in connection with regula- 
tion and surveys, natural-gas industry, is estimated to require approximately 
$4,000, based upon past experience, and constitutes no increase over fiscal year 
1957. 

Federal projects investigation and regulation 

These investigations are undertaken cooperatively with the Corps of Engineers 
and the Bureau of Reclamation. The Commission’s regional offices maintain a 
close working relationship with the field offices of the two constructing agencies 
from the inception of the investigation to its completion. 

It is estimated that $9,500 for travel costs will be required in fiscal year 1958. 
This estimate anticipates that the cost of each trip by staff members of the 
regional offices and the Washington office will average $115 and that approxi- 
mately 80 man-trips will be required during the year. 


SUMMARY OF BUDGET REQUEST 


Mr. Tuomas. Mr. Reporter, while we are about it, please include 
in the record at this point pages 4 through 10. 
(The pages referred to are as follows :) 
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SUMMARY AND HIGHLIGHT STATEMENT 


The 1958 estimate for “Salaries and expenses, Federal Power Commission,” 
the Commission’s only annual specific appropriation items, totals $5,900,000, or an 
increase of $675,000 over the $5,225,000 appropriated for 1957. Roughly one-half 
of this increase ($304,000) is for required payments to the civil-service retirement 
fund, for which funds have not heretofore been budgeted. 

Under the major activity heading. “Licensing of Non-Federal Hydroelectric 
Projects,” some additional emphasis is proposed to be placed upon licensed 
project accounting work. This phase of the Commission’s responsibilities has 
been seriously neglected in recent years. The request of $1,159,100 represents 
an increase of $97,100, 

For the major activity, “Regulation and surveys, electric-power industry,” 
funds amounting to $1,111,300 are requested, representing an increase of $118,200. 
The funds requested will permit additional attention to the enforcement of uni- 
form accounting, primarily in resuming field examinations of original cost studies. 

“Regulation and surveys, natural-gas industry” is estimated to require 
$2,751,900 for fiscal year 1958, or an increase of $389,400 over fiscal year 1957. 
This increase reflects primarily the very substantial workload in independent 
producer rate cases. The backlog of these cases is such that it will require a 
period of 3 years, based upon the fiscal year 1958 man-year estimates, for the 
Commission to be able to dispose of these cases on a current basis, i. e., within 
1 year of initiation. Small increases are provided for the enforcement of uniform 
accounting, rate filings, and certificate applications. 

The request of $333,600 for “Federal projects investigation and regulation” 
represents an increase of $27,500 over fiscal year 1957. No additional manpower 
is being requested for this activitye for fiscal year 1958; the increase is primarily 
to cover required payments to the civil-service retirement fund. 

Despite the heavy workload before the Commission, with its resultant effect 
on administrative activities, the costs of administration in relation to total Com- 
mission costs are gradually decreasing. 

Detailed descriptions of the Commission’s functions and workload data in 
justification of the amounts requested for fiscal year 1958 begin on page 11. 


Salaries and expenses, Federal Power Commission 


“| 
Estimate, Estimate, | Increase (+) 
Standard classification | 1957 | 1958 or 
| | decrease (—) 
! i 





Personal services.......................- ___..} $4,630,000 | — $4, 888, 000 +-$258, 000 














01 

02 Travel... ....- am << enema 291, 000 340, 000 +49, 000 
03 Transportation of things___- ‘ 4 Hie, 3, 300 3, 700 +400 
04 Communications services ____- aor) 64, 000 | 72,000 | +8, 300 
05 Rents and utility services.. } 28, 300 | 29, 500 | +1, 200 
06 Printing and reproduction - sdcmned 64, 000 | 96, 900 | +32, 900 
07 Other contractual services... __- , aE aaa 44, 600 | 55, 700 +11, 100 
08 Supplies and materials._- oil 47, 000 | 59, 000 +12, 000 
09 Equipment ies ‘ 50, 300 48, 400 —1, 900 
11 Grants, subsidies, and contributions. _- aod salad 304, 000 | +304, 000 

15 Taxes and assessments._________- ’ : ; 2, 500 | F, GUE hincentertverte 
Total appropriation or estimate. | 5, 225, 000 | 5, 900, 000 | +675, 000 

| 
Itemization of reimbursements 
Estimate, Estimate, Increase (+-) 
Standard classification 1957 1958 or 
| decrease (—) 
| | 

© Personal services................... - iit totnate $26, 500 |. eo ode —$26, 500 
re ee BM fone cncsonscns —12, 000 
04 Communication services__..............-.-------- wed oo —200 
06 Printing and reproduction. .____-- skundeendiiasdaeondes NN iladed cicnntnaamries —100 
vp SS a ae ee ee Ee ae CEE piel eciuincnadie’ —1, 200 


Total reimbursements-___._....._- | CE = —40, 000 
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Statement relating appropriation estimates to current appropriation 


1956 appropriation (including supplementals) 
1957 budget estimates 


1957 appropriation in annual act 
Additions: 
Licensing of non-Federal hydroelectric projects: 
Retirement fund contributions 
License project accounting and related 
activities 


Regulations and surveys, electric-power industry: 
Retirement fund contributions 
Enforcement of uniform accounting, elec- 

tric system maps and related activities__ , 200 
——- 118, 200 
Regulation and surveys, natural-gas industry: 

Retirement fund contributions___________- 141, 000 
Independent producer rate cases, enforce- 
ment of uniform accounting, and related 
activities 
389, 400 

Federal project investigation and regulation: 

Retirement fund contributions___.__._____-- 17, 000 
Increased costs of continuing current 

program 10, 500 

International joint commission and administration: 
Retirement fund contributions__._._.._______ 28, 000 
Increased costs of continuing current 
program 
675, 000 


Total estimate for 1958 ; 5, 900, 000 


Analysis by activities 





Activities 1957 Deductions Additions 


. Licensitig of non-Federal hydroelectric 
projects __ $1, 062, »t $98, 686 $1, 159, 100 

. Regulation and surveys, electric power 
industry 3, ; 141, 404 1, 111, 300 

. Regulation and surveys, natural gas in- 
dustry _- , 362, £ ; 435, 488 2, 751, 900 

. Federal projects investigation and regula- 
tion _ - ; 28, 192 333, 600 
1, 100 14, 000 
41, 700 530, 100 


746, 570 5, 900, 000 
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Mr. Tuomas. This summary on page 4 is worthy of repetition. If 
you will bear with me, I will point out a few of the salient facts, 
This total of $5,900,000 is an increase of $675,000 over the $5,225,000 
for last year and one-half of the increase, $304,000, is for payment to 
Dr. Philip Young. 

Let us look into your actual workload and get down to your 
functions. 


LicenstnG or Non-FepreraALt Hyproerecrric Prosects 


You have an increase in “Licensing of non-Federal hydroelectric 
power projects.” Put pages 11 and 12 in the record, Mr. Reporter, 
This is a good summary of the activity. 

(Pp. 11 and 12 are as follows :) 


JUSTIFICATIONS BY ACTIVITIES 


Section 1. Licensing of non-Federal hydroelectric projects 

The activities under this heading are related to the Commission’s runctions 
under part I of the Federal Power Act, which authorizes the Commission to (1) 
issue preliminary permits and licenses to States, municipalities, corporations, 
or persons for waterpower projects affecting lands of the United States or 
waters over which Congress has jurisdiction; (2) supervise the construction 
of licensed projects to the extent necessary to insure that approved plans are 
followed and that safe and adequate structures will result and, after completion 
of construction, supervise the operation and maintenance of licensed projects 
to the extent necessary to insure that the projects are operated safely, efficiently, 
and in accordance with the terms of the licenses in order to protect Federal and 
public interests; (3) determine annual payments to be made by the owner of a 
hydroelectric project directly benefited by a storage reservoir or other headwater 
improvement owned by the United States or a licensee; (4) maintain records of 
existing and undeveloped waterpower resources; (5) investigate existing water- 
power projects to determine whether or not they are subject to the Federal 
Power Act; (6) investigate proposed projects covered by declarations of inten- 
tion to determine whether or not a license is required; (7) determine whether 
or not lands of the United States withdrawn or reserved for power purposes 
may be opened to location, entry, or selection under the public-land laws. 

Part I of the Federal Power Act and licenses issued thereunder set forth, 
among other things, the conditions under which the United States may take 
over and operate a licensed waterpower project (other than one owned by a 
State or municipality) at the expiration of a license. One of the conditions 
is the payment to the licensee of the net investment (not to exceed the fair 
value) of the project. This requires a determination by the Commission of the 
legitimate, original cost, and of the costs of additions to and retirements from 
licensed projects. Furthermore, the Federal Power Act requires that out of 
surplus earned above a reasonable rate of return after the first 20 years of 
operations under license, licensees (except States and municipalities) shall 
establish and maintain amortization reserves which may be applied in the 
reduction of the net investment. This requires the Commission to exercise 
supervision—particularly in accounting—to insure that such reserves are estab- 
lished and maintained during the period of the license. 

The number of applications (workload units) and man-years for fiscal year 
1956, and the estimates for fiscal years 1957 and 1958 are shown in the 
following tabulation : 


Apnlications | Applications | Total work- | Applications Applications 
Fiscal year on hand first received load completed Man-years | on hand end 
of year of year 


111 5 4 112 | 
115 228 139 | 
86 | | 96 140 
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Mr. Tuomas. 





This is one of your big activities. 


WORKLOAD DATA 









The workload table has the following columns: The number of ap- 
lications on hand the beginning of ‘the year, the applications re- 
ceived, total workload, applic ations completed, man-years, and appli- 
cations on hand at the end of the year. 
You state: 
In the justification for the fiscal year 1957, it was estimated that applications 
pending would have been reduced from 111 at the beginning of the fiscal 1956 
to 62 at the beginning of fiscal year 1957. However, about 38 applications 
involved complications * * * it is expected that the number of applications 
pending at the end of the fiscal year 1958 will be reduced to minimum consistent 
with the rate of filings and the normal time required for processing applications. 

What is the normal rate of time required to process one of these 
hydroelectric applications? Is it about 1 year? 

This table right at the bottom of page 14 is quite interesting and 
it is in the record. It sets forth the various subheadings which I 
have just read. For fiscal year 1956 you had on hand 111 applica- 
tions. In addition you received 116. The total workload was 227. 
You completed 112 and your man-years was 101.8. Applications on 
hand at the end of the year were 115. 

For 1957 you had on hand 115; you received 110. The total work- 
load was 225. You disposed of 139. At the end of the year you had 
86 left over. Now, that is your estimate. Give us that picture as it 
existed as of December 31, or January 1, or January 31, whatever 
is the most recent period. 

Mr. Apams. January 1, I believe, would be the best figure we can 
give you, Mr. Chairman. 

The bulk of the work in processing the applications is getting 
the aprovals of other agencies, referral to interested parties, engineer- 
ing analysis, etc. 

As of January 1, we had completed that type of work, which is 90 
percent of the total, on 67 cases. We had estimated we could com- 
plete 139 for the year, but the work comes in bunches. We may have 
what seems to be a slow progress for a month or two then a great many 
come to a head. Many loose ends must be brought together before we 
ean say the applic ation is actually completed and re: idy for presenta- 
tion to the Commission. I think we can say that in general terms we 
are about halfway on the estimate for the fiscal year 1957. 






































LICENSING FUNCTION 








Mr. Tuomas. The activities under this heading of licensing of non- 
Federal projects, result from part I of the Federal Power Act which 
authorizes and places a mandatory duty upon the Commission to do 
about half a dozen things—issue preliminary permits and licenses to 
States and municipalities; to supervise the construction of licensed 
projects to the extent necessary to insure that approved plans are 
followed and safe and adequate construction will result. 
You have a lot of leeway there, do you not? 
Then, determine annual payments to be made by the owner of : 


88278—57—pt. 2— 38 
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hydroelectric project directly benefited by a storage reservoir or other 
headwater improvements owned by the United States or a licensee, 

That is another man, is it not?’ How much he is going to benefit by 
somebody else’s expenditure. 

Well, that is not going to be too much, is it. 

As well as I remember. you have 2 man-years on that. 

Maintain records of the existing and undeveloped waterpower 
resources. 

Investigate existing water projects to determine whether or not 
they are subject to the Federal Power Act. 

Well, that ought not to be a recurring project. If you ever get 
that done, and I ‘underst: and that you have a good many of them, four 
or five hundred kilowatts, little bitty ones, “and you don’t have all 
of those by any means 

Determine whether or not lands of the United States withdrawn 
or reserved for power purposes may be open to location, entry, or selec- 
tion under the public land laws. 

Where is this work done? 

Mr. Apams. The engineering work of getting the project reviewed 
and studying the river basin is done largely in the field. The actual 
processing of the application and other paperwork is done here at 
Washington; but some engineering analyses are also done here. 

Mr. Tuomas. For the fiscal year 1958 you have 86 applications on 
hand to start the year with. 

Did your estimate for 1957 turn out? How does this compare with 
your workload? Did you miss it, overestimate it, underestimate it, 
or did you hit it about right 

Mr. Apams. We are only about halfway in 1957. 

Mr. Tuomas. What did your first 6 months show ? 

Mr. Avams. The first 6 months is halfway on what we estimated 
to be the number of applications that would be completed. The ap- 
plications received have been running slightly below the estimate of 
110. We received 52 in the first half. But they come in bunches. 
We may receive none one month and 10 the next month. 





HYDROELECTRIC CAPACITY APPLIED FOR AND UNDER MAJOR LICENSE 


Mr. THomas. I have marked “good” here on this chart. It is very 
simple, very understandable. That is page 15, which we will put in 
the record. It shows hydroelectric capacity applied for. 

(The page referred to is as follows :) 





of Kilowatts 


Ultimate Capacity Applied For 
Muitions 
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From 1921, it was passed in 1921, through 1956. And look at this 
chart. You really had a big spurt in 1922. And then after 1922 it 
came right on down, and look at the depression years, 1932 and 1933 
and even 1934. And 1935 and then in 1936 you really didn’t do any- 
thing in all of that time. 

. When did the Securities and Exchange Commission come into 
eing ¢ 

Mr. Apams. 1935, 

Mr. Tuomas. They were having a little business with some of the 
utility companies, and then you come down to almost nothing in 
1940, that was almost the beginning of the war, and through the war 
years, 1941 through 1945 it was practically nothing, but then you 
really took a spurt in 1954 and 1955; 1954 and 1955 are the 2 big years, 

Are your indications now that 1957 and 1958 will approach 1956 
and 1957? Looking at your table with the number of applications, 
it shows about the same, but what about the size? 

Mr. Apams. We have no indications that the total volume will be 
decreased. We would expect a continuation of the same rate, or about 
that, for another year or two. 


ELECTRIC POWER INDUSTRY LOAD GROWTH 


Mr. Tuomas. It might be well to give us a statement at this point 
for the record about the growth of the United States and the demand 
for er by virtue of the increase in industry, productivity, and so 
forth. 

(The information referred to is as follows:) 


ELeEctTric Power INpustry LoAp GROWTH 


The following tabulation summarizes actual electric powerloads of electric 
utility systems in the United States for the year 1955, and projections of loads 
by FPC regions for 5-year intervals to 1980. The accompanying map shows the 
extent of each of the FPC regions listed in the tabulation. The chart imme- 
diately following the tabulation and map shows the actual installed generating 
capacity of electric utility systems in the Unite’ States during the period 1920-55 
and the additional installed capacity that would be required in future years to 
meet the estimated peak loads shown in the tabulation. 


Projections of loads by F PC regions all utility systems 
{Energy in billion kilowatt-hours; peaks ! in million kilowatts] 


























1955 1960 | 1965 | 1970 1975 1980 

Region ~~ eee eo | Terenas | Fe ij ~ [epee «eat 
En- | Peak} En- | Peak} En- | Peak} En- | Peak; En- Peak | En- | Peak 

ergy ergy | ergy ergy | | ergy | ergy 

ee eae SS —_ D 
: 112.8} 22.71 1444] 286] 1798] 352] 2200] 428] 265.8] 51.4] 3184] 61.2 
n.. 107.2| 19.5 | 156.0] 26.9 200.6 | 35.0| 247.4| 43.0| 206.2) 51.7| 348.1] 60.6 
IIT. 107.3 | 186 | 145.4! 25.9) 181.5! 32.6] 2237] 40.2] 2728) 49.0! 331.6] 59.5 
IV | 68.3] 12.2] 96.0] 17.7 127.7 | 23.8] 160.6) 20.1) 196.2) 35.4) 2387) 421 
Yc ho | 50.7| 10.0] 78.7| 16.0! 105.9! 21.6] 133.7] 27.4! 161.8] 33.4! 190.6] 30.4 
Vic hee 10.4) 22] 16.1 3.4| 21.6 | 4.5) 26.9) 5.5 | 31.8] 65 | 36.8] 7.4 
VII........| 47.7| 8&5] 729| 123] 941] 15.7] 117.7] 19.6] 1437] 240] 1708] 26 
VIII....- | 49.0} 88] 70.4] 13.1 95.0} 181] 123.2] 23.4/| 155.1 | 20.5] 191.4] 364 
Total | 553. 5 | 102.7 | 779.9 | 143.9 [1,006.3 | 185.9 |}, 253. 2 | 231.2 /1, 623.5 | 280.8 |1, 821.3 | 335.3 











1 Each regional peak is the highest of the 12 monthly peaks for the particular region and renresents the 
sum of the noncoincidental utility system peaks during such high month. The peaks for the United States 
are the arithmetical sums of the regional peaks. 

2 United States total. r$ 
NoTe.—1955 actual; other years estimated. Totals may not add due to rounding. ; 
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Mr. Tuomas. | read not long ago that beginning in 1945 we had 
more than a 100-percent increase in industr ial plant capacity over the 
prior 10 years and from 1945 to 1955 we had another 100- percent. in- 
crease, and it looked like another 100-percent increase from 1955 
through 1965. Is that a reasonable statement ¢ 

Mr. Apams. The growth of the power industry is running at the 

rate of doubling about every 10 years. We would expect that rate 
would continue through the next 10 years. 

Mr. Tuomas. What is the final answer? How long will that growth 
continue to double every 10 years? Can you see beyond the 10-year 
period ¢ 

Mr. Apams. I have here a report that the Commission recently 
released giving the estimates to 1980, which is reading the crystal ball 
quite far ahead. But looking to 1980, we find, if our estimates are 
correct, the rate of doubling every 10 years will taper off after about 
1965. Our estimate of the 1980 peak load for the country as a whole 
for the electric utility systems, is 335 million kilowatts as compared to 
a peak of 102.7 million in 1955. 


SUPERVISION OF PERMITS AND LICENSES 


Mr. THomas. At this point we will insert in the record the table 
appearing on page 17, dealing with the supervision of permits and 
licenses. 

(The table referred to is as follows :) 

Pertinent workload data and man-years for fiscal year 1956, and the estimates 
for fiscal years 1957 and 1958, are shown in the following tabulation: 


| Total proj- | | Total proj- 
| ects requir- | Projects ects requir- Projects Number of 
Fiseal year ing inspec- | addedduring| ing inspee- inspected inspections Man-years 
| tion begin- the year tion performed 
ning of year 


14 | 


Mr. Tromas. What is the total number of licensed projects under 
the jurisdiction of the Commission ¢ 

Mr. Apams. The total outstanding licenses as of December 31, 1956, 
is 678, of which 238 are major licenses over 500 horsepower. 

Mr. Tuomas. Is that your total? 

Mr. Apams. That is the total of all licenses, but not the total that 

juire inspection. 

Mr. Tuomas. These are your major ones ? 

Mr. Apams. There are 238 major licenses. 

Mr. Tuomas. As of the end of the fiscal year 1956 you had per- 
formed 280 inspections, and you will have 330 at the end of the fiscal 
year 1957. These are your major ones. What is the sum total of 
all of them that you have to issue licenses for ? 

Mr. Apams. The outstanding licenses total 678, of which, as of De- 
cember 1956, 238 were for major projects, and those are generally the 
ones that we are talking about on page 17. 

Mr. THomas. Beginning in 1956, total projects requiring inspection 
at the beginning of the year numbered 239. You added 7 that year, 











1852 


so that makes the total projects requiring inspection 246. You have 
completed 211. Now, your total number of inspections up to that 
date was 280, and those are the major ones? 

Mr. Apams. The major ones and some minor. 

Mr. Tuomas. Do you stand on that table now? Is that table accu- 
rate ¢ 

Mr. Apams. That table is all right for the inspections required. 


HEADWATER BENEFIT DETERMINATION 


Mr. Tuomas. You state in the justifications on page 17: 


It is estimated that at present there are 47 river basins in connection with 
which headwater benefit investigations and determinations are required. These 
involve an estimated 109 headwater improvements and 222 projects benefited. 

After all, we are not making any rivers these days, and we are not 
changing their courses every day, and new sites are not being formed. 
We have been in this business since 1920. How many worthwhile 
potential sites are available in the United States for waterpower devel- 
opment? You have about 680 big and little. What is the outside 
limit ? 

Mr. Apams. Answering your specific question, the undeveloped 

yaterpower resources are ‘estimated to be about 2,000 sites with about 
500 billion kilowatt-hours average annual potentiality. 

What we are talking about on page 17, headwater-benefit determina- 
tions, is not the undeveloped waterpower resources but the determina- 
tions required by section 10 (f) of the Federal Power Act of benefits 
to downstream plants from an upstream reservoir. 

Mr. Tuomas. You are speaking now with regard to the table appear- 
ing on page 18? 

Mr. Apams. Yes. 


RIVER BASIN INVESTIGATIONS 


Mr. THomas. We will insert the top of page 20 in the record at this 
point. 
(The page referred to is as follows :) 





Number of 





Number of 
Fiscal year River basin headwater projects 
improve- benefited 
ments 
1957_. eijuiunaehen ‘ | White 1 2 
an i otal tat nein sieiation Chattahoochee-- 2 8 
oy eee eee ere | Willamette 5 | 4 
1958 Snake 13 | 18 
NS ia aes ceaaasted Platte 8 il 
1958 | Santee 2 | 2 





The workload and man-years for the fiscal year1956 and the estimates for 1957 


and 1958 are shown in the following tabulation: 





| } ] 





Start of | End of 
year: Total] Initiated | Number of | | year: Total 
Fiscal year river-basin during year} projects | Man-years | river-basin 
Investiza- | benefited | | investiga- 

tions =| | tions 

| [ | 

a i cle a i tn 8 | 1] 5 | 6.4 9 
Me de att tres errs) @ | 3 | ts 7.0 | 12 
100823635 <p gpil}-4--bpGlsdids-45és-$---~54 12 | 3 | wl 7.0 | 15 
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Mr. Tuomas. This table deals with your headwater-benefits deter- 
minations. 
AMOUNT OF FUNDS RETURNED TO THE TREASURY 


I have some notes written here—how much money was collected and 
who got it? Is the Commission’s cost reimbursed by the benefiting 
licenses ? 

You set out the river bains and the projects. You state on page 18 of 
the justifications : 

During the fiscal year 1956 headwater-benefit investigations were underway 
in nine river basins. 

And then you proceed to give the names of the river basins. 
You state on page 19: 


Headwater-benefit determinations are made on an “after the fact” basis. 


What happens to the money and what is the yardstick that vou 
use there in determining the benefit? You do not get any benefit out 
of it. The funds are turned into the Treasury and ‘do not show up in 
your budget. How much money did you collect? 

Mr. Apams. We do not collect any directly, Mr. Chairman. The 
investigations we have made during the recent years have been largely 
those involving a Federal reservoir benefiting a downstream licensed 
project. 

Mr. Tuomas. You state on page 18: 

Although Federal plants are not subject to assessment under the act, the bene- 
fits received must be computed in determining the assessments to be made 
to non-Federal beneficiaries. 

The question is, how much did you collect and what became of the 
money ¢ 

Mr. Jonas. On page 17 they say: 

The Commission’s cost of making such determinations is reimbursed by the 
non-Federal interests involved. 

Mr. Tuomas. You have 8 or 10 men working on the job, and it 
costs the Government $75,000 or $80,000. 

Mr. Apams. I see what you men. There are two costs involved. 
One is the cost to the Commission and its staff of making the study 
and the other is the assessment to the downstream beneficiary. 

Mr. Tuomas. That is right. 

Mr. Apams. Both of which, if it is a Federal reservoir, are covered 
into the Treasury. 

Mr. Tuomas. What I am asking you now is: How much did you 
collect on these projects and what is the sum total of it? 

Mr. Apams. I will have to supply that for the record. 

(The information referred to is as follows:) 

The tabulation below shows pertinent information concerning all headwater- 
benefits determinations made to date by the Commission, including the equitable 
proportion of the annual charges for interest, maintenance, and depreciation on 
the headwater improvement to be paid by the downstream beneficiary for bene- 


fits directly received for the years involved. The cost to the Commission of 
making the determinations is also shown. 
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In addition to the determinations shown in the above tabulation which must 
be continued in the future for each year, the following investigations have also 
been instituted. 


TABLE 2.—Headwater benefits investigations instituted for which determinations 
have not been made to date 


| 


| 








Headwater improvement Downstream beneficiary 
Docket River basin eee * See oe ee v7 ee Sere = 
No. involved | 
Project name | Owner Project name Owner 
E-6467 __| Missouri_. Canyon Ferry_|} United States_| Hauser ; | Montana Power Co. 
Holter | Do. 
| | Black Eagle Do. 
| Rainbow--_- Do. 
| | Ryan Do. 
Morony Do. 
E-6468 Savannah._ | Clark Hill United States_| Stevens Creek South Carolina Electric 


& Gas Co. 


| Augusta Dam_....| City of Augusta, Ga. 











E-6578__| Kern Isabella | United States_| Borel Southern California Edi- 
} son Co, 
| | Kern River No. 1-- Do. 
| | Kern Canyon Pacific Gas & Electric 
| | Co. 
FE-6684__| Roanoke John H. Kerr United States.| Roanoke Rapids. | Virginia : Electric & 
| | | Power Co. 
| Philpott Lianne ...--| Riverside__-- | Dan River Mills, Inc. 
Schoolfield | Do. 
Spray--.- | Spray Cotton Mills and 
| Spray Water and Land 
} | Co. 
| Martinsville - - | City of Martinsville, Va. 
E-6709 Ouachita | Blakely United States_| Carpenter. | Arkansas Power & Light 
Mountain. | Co. 
| | Remmel Do. . 
E-6711 White Table Rock United States.| Ozark Beach | Empire District Electric 
| Co. 
E-6730 Chattahoochee} Buford | United States_| Morgan Falls Georgia Power Co. 
| | | Langdale-_.. | Do. 
| Riverview Do. 
| Bartletts Ferry_-__| Do. 
| | Goat Rock Do. 
| | | North Highlands__| Do. 
| | City Mills- - City Mills Co. 
| | Eagle & Phenix.__| Eagle & Phenix Mills 
| Co. 


| United States. 


Jim Woodruff 


Mr. Tomas. I would like to see your green sheets on this activity. 
You have 8, 9, or 10 jobs. 

Mr. Apams. The work is done in the five field offices and in Wash- 
ington, and no one particular individual is working wholly on that. 

Mr. THomas. Do you know what the grades are of these people 
that are working on this? 

Mr. Apams. We can give you the grades of everybody that works 
on it. 

Mr. Tomas. Read them off right quickly. 

Mr. Apams. I do not have that with me. We can get that informa- 
tion for you. 

Mr. Tuomas. That will not be doing the committee any good. It 
ought to be here. Do you have any idea how much money it is? 

Mr. Avams. The total amount involved in the budget ? 

Mr. Tuomas. How much did you turn into the Treasury here? 

Mr. Apvams. I am sorry, but I do not have the figures. 
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WATERPOWER RESOURCES 


Mr. Tuomas. You say on page 20 of the justifications: 


As provided by section 4 of the Federal Power Act, the Commission assembles 
data on and maintains a current inventory of the existing and undeveloped 
waterpower resources of the United States. 

Where is that inventory? How much have you been spending on it 
each year? You say that there are 2,000 potential sites. Is that your 
inventory ? 

Mr. Apams. Yes; that is kept up to date as changes occur from 
year to year. 

Mr. Tuomas. How often does a river change its course? Certainly, 
it ought not to be a recurring item. 

Mr. Apams. The river does not change, but the facts that would 
affect the determination of whether you have a project would change. 

Mr. Tuomas. If you go back to your fundamental thesis that we 
are increasing our use of power 100 percent every 10 years, then I 
think wherever you have power, industry will follow you. Your 
economic studies are becoming of less and less importance. The ques- 
tion is whether you can produce the power. If you have the power 
you can sell it. Do not worry about that. 

Mr. Apams. This is a matter of maintaining up-to-date basic data. 

Mr. Tuomas. If we can find the gas we are not worried about whether 
we can sell it. The people in all of the big cities are just clamoring 
for our gas. The question is, Can we find it? 

The coal boys in Tennessee even want our gas. I do not know 
whether we ought to let them have it. They ought to burn that coal. 

Mr. Evins. We are strong on electric power in Tennessee. 

Mr. Tuomas. We are paying for that electricity that you have in 
Tennessee. I believe we can sell gas cheap in Tennessee, as cheap as 
they can buy that subsidized electric current. 

Mr. Evins. I am for all power being cheap to the consumers—coal, 
gas, and electricity. 

Mr. Tuom4s. Why should this be a constantly recurring item? 
These rivers do not change their courses every year. ‘There are no 
rivers being made, I understand, every year. When you once get a 
figure of 2,000 sites I do not know why for the next 10 years that the 
figure of 2,000 should not suffice. 

Mr. Apams. May I add briefly to what I have said? These 2,900 
sites are inventoried and were inventoried many years ago, but each 
year there are certain changes through licensing procedures, Federal 
project surveys, and other studies. 

Mr. Tuomas. What changes are you talking about now? Can you 
make a distinction between what is desirable and what is practical 
and what is demanded? What are these changes that you are talking 
about that necessitate employing 8 or 10 people every year, and it 
costs certainly not less than $80,000 to $100,000. What do they do? 

Mr. Apams. We do not have 8 or 10. The total estimated is 2.5 
man-years, and that small amount is spread over 5 regional] offices and 
Washington. 

Mr. Tuomas. You are right. I was reading the table above, and it 
appears down below. It is only two jobs. What do they do? 

r. Apams. The work is generated in a good measure by the licens- 
ing work itself. 
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Mr. Tuomas. Can you give me the green sheets on these two men ¢ 

Mr. Apams. It is not 2 particular men; it is probably 10 men work- 
ing a few hours at a time over a period of a year in order to keep the 
record up to date in 5 regional offices, and in Washington. There are 
no particular individuals assigned to full-time work on these opera- 
tions. They are working as a team. They do many jobs that are 
assigned to them. 


STAFFING OF NEW YORK REGIONAL OFFICE 


Mr. Tuomas. Can you give us the green sheets on one typical 
regional office? Take the one at Atlanta or Fort Worth or San 
Francisco, just any one that you want to. 

Mr. Apams. Wecan do that. 

Mr. Linpsay. The very last page lists them by positions. 

Mr. Tuomas. Let us look at the New York office. You have a total 
of 20. You have 1 grade GS-15, 1 GS-14, 3 GS—13’s, 3 GS—12’s, 3 
GS-11’s, or a total of 11 with grades of GS-11 or higher; 3 GS-9’s, 
1 GS-7, 2 GS-5’s, and 3 GS—4’s. 

Mr. Connote. When we are talking about an inventory of power, 
we are not talking only about where there is a difference between one 
yart of a river and another in terms of altitude, because those are 
Seaaien and have been cataloged long ago. The changes that you 
inquired about were not of the physical location of the streams, but 
what has happened to the stream by reason of other developments 
which made what was once an uneconomic development into an eco- 
nomic one. We are inventorying the economically usable hydroelec- 
tric resources. 

Mr. Tuomas. Those changes that come by virtue of building a plant 
and whatnot ¢ 

Mr. Connore. That is one of them. 

Mr. Tuomas. They do not come every other week, either do they ? 

Mr. Connote. Whenever a new application is made, or whenever 
new capacity is installed in a plant, that kind of thing, it can change 
the economic usefulness of a project. Another thing that can change 
the economic usefulness of a project is the alternate costs of energy in 
the area, or other factors that would make an uneconomic development 
into an economic one. The inventory does not physically go into what 
exists in the sense of head, but rather whether it is a usable amount of 
energy, and that does change quite frequently. 


UNLICENSED PROJECTS INVESTIGATIONS 


Mr. Tuomas. We will now insert into the record on page 21 and the 
first half of page 22 of the justificatins. 

(The pages referred to are as follows :) 
(e) Unlicensed projects investigations 

The necessity of concentrating personnel on processing applications for permits 
and licenses has meant that unlicensed project investigations have in general 
been instituted only for specific reasons, among which is the need for determining 
the legal status of an unlicensed project which would affect or be affected by a 
Federal river development. 

Section 4 (g¢) of the Federal Power Act, however, authorizes the Commission 
to investigate the occupancy, for the purpose of developing electric power, of 
streams and lands subject to Federal jurisdiction and to issue such orders as it 
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may find appropriate and expedient and in the public interest to conserve and 
utilize the navigation and waterpower resources of the region. The actual ex- 
penses of this work have been more than repaid by back charges collected from 
unlicensed projects. The work, therefore, more than pays for itself. 

From a survey made a number of years ago, it is estimated that there are sev- 
eral hundred unlicensed projects of over 500 horsepower capacity each concern- 
ing which there is doubt as to whether they are operating under proper authority. 

During fiscal year 1956 one case of long standing involving the Missouri River 
projects of the Montana Power Co. was completed, and it is expected that the five 
other cases which have been before the Commission for some time will be dis- 
posed of during the fiscal year 1957. 

In the past, the Commission has made findings, in connection with declarations 
of intention, which required licenses for particular projects, such findings being 
applicable to other projects in the same rivers. It is planned to initiate pro- 
ceedings involving projects in 3 such river basins in 1957 and 3 in 1958. It is 
expected that three of these proceedings can be completed in 1958. The back 
charges payable to the United States from owners of projects which would be 
licensed in these six river basins would depend on the effective dates fixed if and 
when licenses are issued. However, if the licenses for these constructed projects 
were made effective January 1, 1938, as has been done in other cases, the back 
charges are estimated to amount to over $1 million, and the overage annual admin- 
istrative charges thereafter would be about $56,000. Entirely aside from the reg- 
ulatory principle involved, this revenue would appear to amply justify the Com- 
mission cost involved. 

The following tabulation shows the man-years for this type of work for 1956 
and as estimated for 1957 and 1958, with the corresponding number of investiga- 
tions expected to be carried on during each of these years: 


| Number of 
Fiscal year investigations) Man-years 
|} in progress 


| 
| 


Ns Sacnwoanspenqsses : vdebepey~ye dee 6 1.2 
ll cinesiedinacasenreds sea 8 | 2.5 
2. 5 


RU 5 op ee i be Spot Sbbitahinn be he 6 


Mr. Tuomas. You state on page 21: 

Section 4 (g) of the Federal Power Act, however, authorizes the Commission 
to investigate the occupancy, for the purpose of developing electric power, of 
streams and lands subject to Federal jurisdiction and to issue such orders as it 
may find appropriate and expedient and in the public interest to conserve and 
utilize the navigation and waterpower resources of the region. The actual 
expenses of this work have been more than repaid by back charges collected from 
unlicensed projects. The work, therefore, more than pays for itself. 

Task how much? Do you havea figure on that ? 

You state further: 

From a survey made a number of years ago, it is estimated that there are 
several hundred unlicensed projects of over 500 horsepower capacity each con- 
cerning which there is doubt as to whether they are operating under proper 
authority. 

Suppose they are not, what can you do about it? 

Mr. Kuykenpbati. Make them get a license. 

Mr. Tuomas. If they do not, do you go into Federal court and get 
an injunction and put them out of business ? 

Mr. KuyKeENDALL. Oh, no. 

Mr. Tuomas. What do you do? 

Mr. GarcHe.i. At no time has the Commission put anybody out of 
business. 

Mr. Tuomas. Suppose that a fellow says, “Jump in the lake; I do 
not have a certificate and I am not going to get one from you. I do 
not want to do any business with you.” 


| 
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Mr. GarcHet.. They have said that. 

Mr. THomas. What do you do? 

Mr. GarcurenL. The Montana Power Co. said that, and they took the 
Commission into court when the Commission said they did need a 
license. The courts sustained the Commission in issuing a license, and 
as a result of that license we have been able to force them to make some 
improvements in their developments along the Missouri River. 

Mr. Kuykenpati. That is the virtue of bringing these unlicensed 
projects under license. We then have the power frequently to compel 
better development, particularly if that same entity asks for a license 
on a new project on the same stream. Then we can work it out with 
them and compel comprehensive development. 

Mr. THomas. You say that your administrative charges are $56,000 
a year. I do not know why they should be that much. You have 
only 2.6 man-years, which is perhaps 314 jobs. You say that you 
have recovered about $1 million. Over what period of time—from 
the beginning of the act ? 

Mr. Garcue.y. The investigation of unlicensed projects was started 
in 1938 and the $1 million on page 22 of our justification is the esti- 
mate of back charges aaa to be collected if licenses are found 
required for the particular projects referred to in the statement. 

As to the $56,000, it is merely the average annual administrative 
charges that would be thereafter collected. Neither figure is the meas- 
ure of the expenditures by the Federal Power Commission. But these 
companies would pay an average of $56,000 on administrative charges 
into the Commission. 

Mr. THomas. We could goon and on. You certainly have a wealth 
of material in the justific ations and it is very interesting. 

Mr. Evins. When was that action taken in the Montana Power 
case ¢ 

Mr. GarcHeLL. We started in 1940, and my recollection is that the 
Commission’s order was affirmed in 1950. I can get you the dates. 
It was decided by the Court of Appeals for the District of Columbia 
Circuit in 1950 (185 F. 2d 491, certiorari denied 340 U.S. 947, rehear- 
ing denied 341 U.S. 912). 


DETERMINATIONS AND CONSENTS RELATING TO POWER SITE LAND 


Mr. Thomas. We will insert the bottom of page 23 and the table on 
page 24 of the justifications into the record at this point, relating to 
determinations and consents relating to power site land. 

(The pages referred to are as follows :) 


(7) Determinations and consents relating to power site land 

Section 24 of the Federal Power Act provides that any lands of the Unitea 
States included in muny proposed project shall from the date of filing of applica- 
tion for permit or license be reserved from entry, location, or other disposal 
under the laws of the United States unless otherwise directed by the Commission 
or by the Congress. An unnsnally large number of applications for the restora- 
tion of, or rights-of-way over, such lands, as well as other lands reserved for 
power purposes, was tiled during fiscal year 1955. This work was accomplished 


in fiscal year 1956 by diverting some personnel for other work. 


In addition to the applications which involve the passing of title from the 
Government, the Commission passes on requests for its consent to the use of 
power site lands under lease or permit (when title does not pass from the Govern- 
ment) for various purposes such as roads, oil and gas pipelines, communication 
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and nonprimary transmission lines, recreational sites, etc. About 50 such re- 
quests are handled each year and this work is kept current. 

The following tabulation shows the workload and man-years for this type of 
work for 1956, and as estimated for 1957 and 1958: 


. | l 
i\Cases pend-| Cases re- | Total work-| Cases com- | |Cases pend- 


Fiseal year ing istof | ceived load pleted | Man-years| ing-end of 


j year 


| 

| 
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135 297 263 } o | 
164 140 5.3 | 
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Mr. Tuomas. You state on page 23: 


Section 24 of the Federal Power Act provides that any lands of the United 
States included in any proposed project shall from the date of filing of application 
for permit or license be reserved from entry, location, or other disposal under the 
laws of the United States unless otherwise directed by the Commission or by the 
Congress. 

In other words, that is a trust for power purposes. I cannot imagine 
that the public domain has that many good sites left. You state that 
for 1957 you received 130 cases. You estimate 130 for 1958 and 135 
for 1956. Are those accurate figures ? 

Mr. Gatcneit. Yes. I notice that there has been a slight decrease. 
In 1955 it was more than this. 

Mr. Tuomas. How long does that impressed trust stand ? 

Mr. Gatcuetyt. The impressed trust stands until the Commission 
removes it but the activity has been rising by reason of the search for 
minerals, such as uranium and other metals like that, where there has 
been a great deal of activity in the West to try to get certain rights on 
these reserve lands. 

Mr. Tuomas. You set out for 3 years here the cases completed. 

Mr. Garcnett. The number of cases completed means the Commis- 
sion has no further action to take. 

Mr. Tuomas. What is the final picture? Are these figures cumula- 
tive, or are they for separate years ? 

Mr. Garcuent. At the beginning of 1956 we started out with 162. 

Mr. Tuomas. I understand that. 

Mr. Garcuent. We received 135, making a total of 297. We com- 
pleted 263 out of the 297, using 8.5 man-years for that work. 

Mr. Tuomas. I understand. What I am trying to find out is how 
many cases, first, last, and in the middle, have you disposed of since 
the act went into effect ? 

Mr. Garcue.y. I do not know. 

Mr. Tuomas. Are these figures cumulative through the years? 

Mr. Gatcuett. No; they are not cumulative. We can get you the 
total the Commission has acted upon, if you would like it. It would 
be many thousands of them. 

Mr. Tuomas. What do you mean when you say “When the Com- 
mission acts on them” ? 

Mr. Garcrett. The Commission has made its determination under 
section 24 of the Federal Power Act and there is nothing further 
for the Commission to do. 

Mr. Troomas. Does that mean that the trust stays there ? 
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Mr. Gatcnetn. It then goes to the Secretary of the Interior, who 
has a separate function to perform. He is required to release the lands 
unless there is some other reservation under his jurisdiction. 

Mr. Tuomas. To get the final action we are going to have to go to 
the Department of the Interior. If I asked you how many projects 
had been completed, would you have that infor mation ? 

Mr. Gatcuety. I would imagine, sir, most of these would have been 
completed, because it is very rare that there are some additional 
reservations under the Secretary of the Interior. 

Mr. Tuomas. When they make the reservation they mean business 
then; is that it? 

Mr. Garcueu. Yes. 

Mr. Tuomas. That is the information that we are looking for. 

Mr. Gatcuey. Yes. 


LICENSED PROJECT ACCOUNTING WORK 


Mr. Tuomas. You state on page 26 of the justifications: 


As of June 30, 1956, there were 235 major projects under license by the Com- 
mission. Only 195 of the 235 major projects are subject to the Commission’s 
accounting jurisdiction. Some of these 195 projects under license embrace more 
than one generating plan and, for statistical purposes, each plant is treated as 


a separate “case,” with the result that the 195 projects are treated as 212 
cost cases. . 


We will insert pages 25 through 29 in the record. 
(The pages referred to are as follows :) 


LICENSED Progecr ACCOUNTING WorK 


The Federal Power Act provides that at the end of the license period (usually 
50 years) the Federal Government may take over a major licensed project by 
paying to the licensee the net investment in the project. The act also provides 
that for ratemaking purposes no value shall be allowed by the Commission for 
any maior project in excess of the net investment in the project. The integrity 
of the investment accounts is important to the Commission also in its regulation 
of the issuance of securities of licensees. The act also includes a special and 
unusual provision to the effect that after the first 20 years of operation under 
license a certain proportion of the project earnings in excess of a specified rate 
of return shall be set aside in an amortization reserve to be applied from time 
to time, or at the termination of the license, in reduction of the net investment 
in the project, provided the licensee has earned a fair return upon the net invest- 
ment throughout the licensed period. 

The term “net investment” is defined in the act as the actual legitimate original 
cost of the initial development, plus the cost of any additions and improvements 
to the property, less the cost of any property retired, and minus the balances 
in the depreciation reserve and amortization reserve accounts. 

The Commission’s accounting work on major licensed projects is divisible into 
three aspects: (1) determinations of initial cost and initial accrued depreciation, 
(2) determinations of the net additions and the proper entries in the depreciation 
reserve accounts after the date of initial operation under license, and (3) deter- 
minations of the proper entries in the amortization reserve accounts. 

As of June 30, 1956, there were 235 major projects under license by the 
Commission. Only 195 of the 235 major projects are subject to the Commission’s 
accounting jurisdiction. Some of these 195 projects under license embrace more 
than one generating plant and, for statistical purposes, each plant is treated as 
a separate “case,” with the result that the 195 projects are treated as 212 enst 
cases. The “cost case” is the unit component used hereinafter in determining 
man-years of workload. The time component used in man-year determination 


of workload is an experience estimate of time required to complete one case from 
its inception to disposition by Commission order. 


88278—57—pt. 2——64 
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All aspects of the Commission’s accounting work on licensed projects has 
been in arreas for many years, due chiefly to the lack of available staff to 
perform this function. Furthermore, because of the overwhelming number 
of applications for rate increases filed with the Commission by natural-gas 
companies in recent years it has been necessary to transfer to the rate work 
experienced staff members formerly engaged on the licensed project accounting 
work. As a result, the manpower available for this activity has been pro- 
gressively less each fiscal year from 1951 to 1955, and with only a slight increase 
during the fiscal year 1956. 

A survey and evaluation of manpower requirement indicates that the back- 
log of licensed project accounting work amounts to approximately 330 man- 
years of field and supervisory work as of June 30, 1956. Furthermore, during 
each succeeding year, additions will be made to the workload as the result of 
new licenses issued for projects already constructed and new projects to be 
constructed, additions, and retirements made to existing plants, and more and 
more projects reaching the amortization reserve period. 

When the magnitude of this workload is compared with the 41.6 man-years 
requested for fiscal year 1958, it is clear that efficient and effective progress on 
this work will require lat r additions to the staff. Because of the technical and 
legal aspects of the work, the increases requested for 1957 and 1958 were limited 
to the number of personnel that could be recruited and absorbed at the time, 
So far as can be estimated, the staff additions granted for 1957 and the addi- 
tions requested for 1958 will only slow down the buildup of work backlog. 

It is the considered opinion of the Commission that licensed project account- 
ing work should be accelerated for the following reasons: 

1. As time passes, the field examinations become much more time consum- 
ing and expensive—both for the licensee companies and the Commission. Old 
records must be resurrected from storage, records are lost or destroyed, and the 
employees of the company who are familiar with the transactions often are no 
longer available. 

2. The companies justifiably complain that the prolonged delays put them at 
a disadvantage in supporting items of claimed cost. 

3. The field examinations often disclose erroneous items of substantial amount 
in the plant investment accounts. The inclusion of these erroneous items in 
these accounts results in inflation of the rate base, based upon book recordings. 
Inflation of the rate base permits the company to collect excessive rates from 
their customers. The longer these erroneous items remain in the plant accounts, 
the longer these customers will be paying excessive rates. Adjustments of 
licensed project plant accounts to June 30, 1956, have totaled over $66,600.00. 
The elimination of these disallowed amounts from a rate base would mean an 
annual saving to ratepayers of over $8 million, using 6 percent as a reasonable 
rate of return with Federal income taxes at 52 percent. 

4. One of the most serious effects of the lack of an adequate staff for licensed 
project accounting work concerns the postponeinent of determinations of the 
project amortization reserves. Since the Commission has not made such deter 
minations except in one case up to the present time, almost all licensees have 
refrained from establishing amortization reserves, with the result that the 
companies’ surplus accounts may be overstated by many millions of dollars. 
Several licensees have been pressing the staff to formulate proposed rules and 
make the examinations upon which the Commission decisions could be based 
The companies have cause to be concerned with this situation because the estab- 
lishment of amortization reserves, covering many years of excess earnings, might 
have a serious impact on their available surpluses and the market values of their 
outstanding securities. Licensees are entitled to know the amount of such 
requirements against surplus, and it is unfair to them to prolong this uncertainty. 
To the extent that such amortization reserves are not being maintained, net 
plant investment is overstated for ratemaking purposes. 

5. The failure to establish the amortization reserves is for consideration when 
ever licensees issue new securities. The registration statements filed by licensees 
with the Securities and Exchange Commission must disclose the possible amounts 
which should be transferred from surplus to amortization reserves. Uncertainty 
as to these adjustments is unsatisfactory not only from the companies’ stand- 
point, but also from the standpoint of the purchasers of the companies’ securities. 

The work on amortization reserve cases is in its initial stages. To date, there 
has been only one formal determination by the Commission but it was found in 
that case the licensee had experienced excessive earnings during a 5-year period 
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of over $1 million of which one-half or $515,432 was required to be set aside in 
an amortization reserve. In another case involving three projects of a licensee, 
the staff has made studies of project earnings and in that case excessive earnings 
were found which aggregated approximately $2,500,000 of which the licensee 
should set aside over $900,000 in an amortization reserve ; however, this case has 
not yet been presented to the Commission for formal determination and the 
licensee has not agreed to the staff's conclusions; however, these cases com- 
pleted to date indicate the probability of excessive project earnings on numerous 
projects. It may be noted that in the cases cited above, the licensees did not 
report any excessive earnings, indicating again the need for staff studies. 

There is summarized below the 1956 actual and 1957 and 1958 estimated num- 
ber of man-years for all aspects of licensed project accounting work : 


Initial cost and | Net additions Amortization 
Fiscal year accrued de- and deprecia- reserves | Total 
preciation | tion reserves | 
| 


oo 


23. 
23. 5 


The status of each of the various aspects of licensed project accounting is 


discussed below. 
WORKLOAD DATA 

Mr. THomas. You state on page 26: 

A survey and evaluation of manpower requirements indicates that the backlog 
of licensed project accounting work amounts to approximately 330 man-years of 
field and supervisory work as of June 30, 1956. 

I have a note stating 8 years of backlog. 

Then you say on page 27: 

When the magnitude of this workload is compared with the 41.6 man-years 
requested for fiscal year 1958, it is clear that efficient and effective progress on 
this work will require later additions to the staff. 

Are my figures correct—8 years of backlog on the basis of your 
current requests / 

Mr. Rainwater. Yes: that is correct. 

Mr. Tromas. You are required to do three things in the way of 
accounting, as well as I recall. In order to have some accurate infor- 
mation on which to base your findings on rates, first, you want to 
know what the net. cost to construct the plant was: second, you want 
to know the net cost of the additions; and, third, you want to find out 
how much money they should have put in their reserve account; cor- 
rect ¢ 

Mr. Garcue.tn. That is correct, Mr. Chairman. Those are the three 
functions, accountingwise. 


REGULATION AND Surveys, Evecrricat-Powrer INpustry 


Mr. Tuomas. Let us take a look at regulation and surveys, electric- 
power industry. 

We will insert pages 37, 38, and 39 in the record at this point. 

(The pages referred to are as follows :) 
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SECTION 2. REGULATION AND SURVEYS, ELECTRIC-POWER INDUSTRY 


(a) Rate regulation 


(1) Rate cases.—In accordance with section 205 of the Federal Power Act 
the Commission may suspend increases in rates proposed by electric utilities 
and order a hearing concerning the lawfulness of such rate. If a suspension 
proceeding is not completed in 5 months the applicant may move to put the 
increased rate into effect, subject to refund of charges in excess of those finally 
determined to be reasonable. In addition, under section 206, the Commission 
on its own motion or upon complaint, may hold hearings and determine the 
just and reasonable rate to be charged. 

Eleven electric-rate cases were on the Commission’s docket during 1956. Nine 
were completed and two remained at the close of the year. The 9 cases com- 
pleted included 5 cases that had been substantially completed in the prior 
year. Only one field investigation was undertaken in 1956. Three of the nine: 
cases were settled without hearing. The character of the work done in 1956 
is probably typical of what may be expected in 1958: 

(a) One case, resolved without hearing, was initiated by a complaint, filed’ 
by Georgia Public Service Commission, that the rate charged by Florida Power 
Corp. to George Power & Light Co., was excessive. In this case, an engineer 
and an accountant made a field study to compute Florida Power’s cost to serve: 
Georgia Light. This was followed by several conferences which led to a satis- 
factory settlement. 

(b) Another case completed in 1956 involved an investigation of the rates 
for transmission and reserve capacity services furnished by members of a three- 
party pooling arrangement. The companies, after conferences with the staff, 
prepared the initial cost to serve studies which were then reviewed and revised’ 
by the staff. 

(c) The other cases worked on during fiscal year 1956 involved (1) the 
furnishing of technical assistance in connection with the preparation of material 
for briefs and oral argument before the Supreme Court; and (2) the computa- 
tion of costs to serve, based on data requested from companies, and conferences 
looking toward settlements, in connection with suspended rate changes. 

On the assumption that staff field investigations can be held to the low level 
of 1956, and also that most electric-rate cases may be settled without hearing, 
the following tabulation reflects actual workload and man-year requirements 
for fiseal year 1956 and as estimated for fiscal years 1957 and 1958. 





| 


, ; Poe 
Rate cases | Cases re- | Total Work-| Cases com- Rate cases 
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(2) Rate filings—#lectric.—Under section 205 of the Federal Power Act, all 
electric utilities are required to file with the Commission all rate schedules ail 
contracts for or in connection with the transmission or sale of electric energy 
subject to the jurisdiction of the Commission. Unless the Commission otherwise 
orders, no change shall be made in sueh rate schedules and contracts except after 
30 days’ notice to the Commission and to the public. Such proposed changes 
become effective if the Commission has taken no adverse action within the 30-day 
period. In view of the statutory time limit within which the Commission must 
act upon changes, and in the absence of any control over the workload of this 
function, sufficient staff must be available to analyze and report on the proposed 
changes in sufficient time to allow consideration by the Commission. 


Mr. Tuomas. Ninety-two man-years is for data and studies of the 
total 142 man-years for regulation of the electric-power industry. 
Very few man-years are for rates and regulations. What reason is 
there for that? You are putting most of your manpower on studies 
and not on rates and regulations. Is it because your rates and regula- 
tions do not change very often ? 
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Mr. Kuykenpau. Those studies provide most of the answers to 
the rate and regulation problems. The table on page 38 indicates the 
small number of electric-rate cases that we are receiving. You see, 
our rate jurisdiction over electric-power companies is not nearly as 
comprehensive—— 

Mr. Tuomas. You have power requirements and supply studies, 
power-imarkets surveys, and you have studies, studies, and studies. 
Then you have basic d: vta—gathering and analysis of basic data, sta- 
tistical publications, electric-systems maps. I presume that my figures 
are re seatably accurate when I say out of 142 man-years you have 92 
making economic studies and analyses. Is that the basis of your ac- 
tivities?’ Youstate on page 37: 


RATE REGULATION 


In accordance with section 205 of the Federal Power Act the Commission may 
suspend increases in rates proposed by electric utilities and order a hearing con- 
cerning the lawfulness of such rates. 

If a suspension proceeding is not completed in 5 months the applicant may move 
to put the increased rate into effect, subject to refund of charges in excess of 
those finally determined to be reasonable. 

The act makes the Commission a bookkeeper and a banker. Do you 
require them to pay the amounts to the C ommission, and do you have 
to keep records and accounts? Is that the way it is handled‘ 

Mr. KvyKenpaty. When the case is concluded we subtract the total 
amount that has been collected from the amounts they should have 
collected under the rates we allow. 

Mr. Thomas. You do not make them send to you monthly or weekly 
checks for that amount ? 

Mr. Kuykenpatn. No. We donot handle the money ourselves. 

Mr. Tuomas. But vou still have to do some bookkeeping. It takes 
some of your manpower, does it not? You have to check it, and you 
have to spend some time on it ? 

Mr. KuyKeENDALL. Yes. 

Mr. Evins. And the companies receive the benefit of the use of that 
money during this period ? 

Mr. Kuykenpauu. They pay 6 percent. We compel them to pay 6 
percent interest. 

Mr. Tuomas. Who gets the 6 percent, the customer ? 

Mr. Kvykenpaun. Yes. 

Mr. THomas. Eleven electric rate cases were on the Commission’s 
docket in 1956. 

Now, let us look at your workload rate cases on hand during the 
fiscal year 1956, 9; cases received, 2; total workload, 11. You com- 
pleted 9: man-years,7. You state: 

One field investigation was undertaken in 1956. Three of the nine cases were 
settled without hearing. The character of the work done in 1956 is probably 
typical of what may be expected in 1958. 

Tn other words, you get the parties together and let them settle it? 

Mr. GATCHELL. ‘Right. 


WORKLOAD DATA 


Mr. Tuomas. This work is not too important with you right now. 
We will insert page 40 in the record on the number of filings 
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(The page referred to is as follows :) 


Fiscal year 


Number of filings | | 
1956 | 1957 (esti- | 1958 (esti- 


| 
1954 4 1955 | 
(actual) -| (actual) (actual) | mated) mated) 


Receipts during year. __- 492 | 726 | 
— ——— — _— 


423 | 524 807 | 
391 429 | 704 


Total 
Disposed of during year. 
es 


|— 
| 
| 
| 
On hand beginning of year--._-._---- = 32 181 103 
F 32 r ihe 103 me 


Pending at end of year 


! Adjusted from number pending at end 1955. 


Mr. Gatcuei. They are settled on the basis of the Commission’s 
staff proposals. For example, with regard to one case I recall, there 
was a $218,000 disallowance by the staff and it took some months 
to get that settled, but they finally accepted the staff’s proposal. 

Mr. Tuomas. These things just do not fall out of the sky. They 
usually go to a hearing before a hearing examiner, or perhaps it is 
by virtue of conferences with the staff members and these problems 
usually work out on that basis and there are usually consent agree- 
ments between the parties, but it takes a lot of time and man-hours 
of work by the Commission’s staff ? 

Mr. Connotr. That settlement is subject to Commission approval. 
We do not act merely as a referee between two adverse interests. 

Mr. Evins. At the bottom of page 37 you say that the Florida 
Power Corp. and the Georgia Power & Light Co. were in disagreement. 

Mr. Garcueiit. That was a case involving a dispute as to whether 
the rate charged Georgia Power & Light Co. by Florida Power Corp. 
was excessive, the Georgia company being a wholly owned subsidiary. 
The Commission had quite an investigation in thi at case. The Georgia 
commission filed a petition claiming discrimination against Georgia. 
As a result of the Federal Power Commission’s study in that case 
it said that the Florida rates were higher than they should be and 
the companies accepted a settlement (FPC Opinion No. 290, Feb- 
ruary 27, 1956). Those things take a good deal of study. It takes 
a lot of time, and I cannot tell you the exact amount that was involved, 
but I can get that information for you. 

Mr. Evins. Florida Power was overcharging Georgia Power and 
following your study they agreed to reduce their rates. 

Mr. Garcnein. Yes. 

Mr. Evins. But you do not know how much ¢ 

Mr. Garcueii. No; I do not. 


FEDERAL PROJECT RATES 


Mr. Tuomas. We will put the table appearing on page 40 in the 
record, dealing with Federal project rates. 
(The page refer red to is as follows :) 


FEDERAL PROJECT RATES 
The Commission has no control over the receipt of Federal project rate filings. 


These filings are made by the Department of the Interior pursuant to several 
acts which require the Commission to approve rate schedules for the sale of power 
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produced at certain projects, and any proposed changes in such rates. The 
Department of the Interior also files for the information of the Commission, con- 
tracts containing approved rates. These are reviewed for possible modifications 
of approved rates. 

The actual number of such filings for fiscal 1954, 1955, and 1956 are as follows: 


Number 

Fiseal year: of filings 
SN Se oe NN al ak a EL 158 

a tl a ee et Be ane eee ed a co a ee sn mish cig SR mp a 220 

95 is ncn aie Oe s oavsdiehaiaees bess ne eth, PLS TE icine nt : 190 










The workload is expected to increase somewhat because of additional projects 
which are expected to be completed in fiscal 1957 and 1958. 


Mr. THomas. You state on page 40: 


These filings are made by the Department of the Interior pursuant to several 
acts which require the Commission to approve rate schedules for the sale of 
power produced at certain projects, and any proposed changes in such rates. 














AUTHORITY OF THE COMMISSION 


What is the line of demarcation between the jurisdiction of the 
Federal Power Commission and the Department of the Interior in 
these Federal cases ? 

Mr. KuykenDALL. Do you mean what is our jurisdiction / 

Mr. THomas. Yes. 

Mr. KuyKENDALL. It is more limited than our jurisdiction over 
electric utilities where we have complete control. Our authority 
might vary a bit from Federal utility to Federal utility. For instance, 
with regard to TVA, we have no rate control over them. 

Mr. Tuomas. These are purely Federal projects / 

Mr. GarcneLyL, The authority comes essentially from section 5 of the 
Flood Control Act of December 22, 1944, but that relates only to those 
Federal flood control projects built by the Army engineers in which 
there is a powerplant. The Bureau of Reclamation power projects 
built under other statutes do not come under this rate supervision at 
all, nor does the TVA come under it at all. 

Mr. Evins. I think that it might be well for the record to show that 
the Federal Power Commission has in the past, and does now, examine 
and audit the accounting system of the TVA, and they have approved 
the TV A’s system of allocation of costs in the past and have com- 
mended TV A’s auditing and efficient accounting system. 

Mr. Tuomas. That is by voluntary agreement } 

Mr. KuykENDALL. Yes. 

Mr. GarcHeELL, They asked the Commission to do that, Mr. Chair- 
man. 
















ELECTRIC RATE FILINGS FOR ELECTRIC 





UTILITIES AND FEDERAL AGENCIES 





Mr. Tuomas. We will put the table appearing on page 42 in the 
record. 
(The table referred to is as follows:) 





) ! ' 
| | | } 
| Rate filings | Filings re- | Total work- | Filings dis- | Rate filings 









Fiscal year | on hand Ist | ceived load posed of Man-years | on hand 
of year end of year 








123 916 1, 039 | 930 9.1 109 
1957 109 950 1, 059 | 1, 020 14.7 39 
1958 39 | 900 939 900 13.0 39 
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ENFORCEMENT OF UNIFORM ACCOUNTING 


Mr. Tuomas. Next we will look at “Enforcement of wniform ac- 
«ounting.” Insert pages 42, 43, and the top of page 44. 

(The pages referred to are as follows :) 

(b) Enforcement of uniform accounting 

The original Federal Water Power Act of 1920 provided for the regulation of 
accounting for licensed projects, and accordingly the Commission prescribed 
a system of accounts on June 20, 1922. Subsequently, the Federal Trade Com- 
mission’s investigation of the utility industry (more especially the electric 
and natural gas industries), which was made during the period 1929-34 (S. Doe. 
92, 70th Cong.), revealed the prevalence of unsound accouuting practices, infla- 
tion of property accounts in utilities, and financial manipulation based on 
questionable accounting and improper and fictitious recording of assets. 

In accordance with the provisions of the Federal Power Act of 1935, the Com- 
mission prescribed a uniform system of accounts for electric utilities effective 
January 1, 1937. This system of accounts, except for minor differences, is the 
same as systems of accounts adopted or prescribed by various State regulatory 
bodies. 

Because of the importance of uniforin accounting for electric utilities, its 
enforcement is of prime importance in the regulatory activities of the Commis- 
sion. The following sections summarize the facts with respect to these 
activities: 

(1) Reclassification and original cost studies.—In order to correct the improper 
accounting practices which were disclosed by the Federal Trade Commission 
investigation, and provide for a more uniform accounting within the electric 
utility industry, the system of accounts prescribed by the Federal Power Com- 
mission for public utilities and licensees includes a requirement that the com- 
panies classify their plant accounts so as to show the cost to the first person 
devoting the property to utility service as well as the cost to the reporting 
company. The system of accounts provides for the elimination of any writeups 
or inflation injected into the plant accounts and, in appropriate circumstances, 
for the orderly amortization of the excess cost to the reporting company over 
the bona fide cost to the first person devoting such property to utility service. 

This program, involving 306 electric companies, is substantially complete. As 
of June 30, 1956, the Commission had issued orders approving the disposition 
of amounts in excess of original cost aggregating $1,623,975,682 with respect 
to 295 electric companies. In addition to the above-mentioned dispositions by 
formal orders, there were adjustments of $2,082,422 (net) applicable to 4 electric 
utilities that were awaiting Commission action on June 30, 1056. 

Due to the pressure of rate-case work, field examinations of reclassification 
and original cost studies were suspended in 1952. Continuance of this situation 
is unfair to the companies in that they are entitled to know whether their 
studies are acceptable and whether any additional writedowns of their plant 
accounts, affecting their financial stability, are required. 

The following tabulation reflects the 1956 actual and 1957 and 1958 estimated 
workload status of this work and the associated man-years: 





16 
| 


| | | 
Fiscal year {On hand first Units | Workload | Units Man-years | On hand end 
of year received | production | of year 
1956... : 11 1 | 12 0 | 4 12 
1957_- | 12 4 16 | 0 | t 16 
SOL 0s | 16 3 19 3 | 4.7 





Mr. Tuomas. It is all very interesting. The Federal Trade Com- 
mission is in here and the Federal Power Commission and the Securi- 
ties and Exchange Commission. 

The Federal Trade Commission first brought to the attention of 
the country, I presume, the need for a uniform accounting act, and 
of course that more or less brought into being the Securities and 
Exchange Commission. 
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§ D-: 
You state on page 42: 










































The original Federal Waterpower Act of 1920 provided for the regulation 
of accounting for licensed projects, and accordingly the Commission prescribed 
a system of accounts on June 20, 1922. Subsequently, the Federal Trade Com- 
mission’s investigation of the utility industry (more especially the electric and 
natural gas industry), which was made during the period from 1929 to 1934, 
revealed the prevalence of unsound accounting practices, inflation of property 
accounts in utilities, and financial manipulation based on questionable accounting 
and improper and fictitious recording of assets. 

It was as a result of that investigation that the Securities and Ex- 
change Commission also came into being, was it not ? 

Mr. Gatcuety. Their jurisdiction over holding companies came in 
in 1935. 

Mr. Tromas. I mean that it was set up by virtue of that investiga- 
tion, was it not? 

Mr. Gatcuetu. The Securities and Exchange Commission had been 
set up in 1934, first as a truth in securities agency, afid then its juris- 
diction was added to in 1935 by reason of the Federal Trade Investi- 
gation, which exposed the holding company practices and showed 
how the utilities had been manipulating their accounts, and so forth. 
As a result of the amendments in the Public Utility Act of 1935 
relating to both the Securities and Exchange Commission and the 
Federal Power Commission, there was for the first time provision 
for a uniform system of accounts through the electric industry. 

Mr. Tuomas. So we must give a little credit to the Federal Trade 
Commission. 

Mr. Gatcueti. And the Securities and Exchange Commission. 

Mr. Tuomas. The hand of the Federal Power Commission was 
strengthened, and by virtue of the activities of the Federal Trade 

Yommission the SEC was given its duties relating to holding com- 
panies of utilities. 

Mr. Garcueu. Right. 

Mr. Tuomas. You also say that major accounting matters of national 
significance in special cases occasionally arise involving rulemaking 
and formal Commission proceedings. 

Were you about to say something, Mr. Chairman ? 

Mr. KuykenDa.. I was going to add parenthetically, that it was a 
study by the Federal Trade Commission which was responsible for the 
passage of the Natural Gas Act as well. 


ACCOUNTING REGULATIONS AND ACTIONS 













Mr. Tuomas. You state, beginning at the bottom of page 45: 


During fiscal year 1957 it is expected that staff coordinations and coordinations 
with the NARUC * * * 


Mr. Kuyxenpatu. National Association of Railroad and Utility 
Commissioners. 
Mr. Tuomas (reading) : 


* * * Committee and the Advisory Council on Federal Reports will be com- 
pleted on extensive changes under consideration for the Commission’s annual 
report form for electric utilities, including incorporation in that form of the 
present requirements of the Commission’s power system statement. This work 
was undertaken as a result of the recommendations of the Hoover Task Force 
on the Reduction of Paperwork in Government. A substantial part of this work 
will be carried over into fiscal year 1958 in order to coordinate revisions which 
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may result from rulemaking proceedings and to arrange for reproduction of 
such forms. 

I have a note: What about the General Accounting Office? Is it not 
as good as Hoover Commission? New rules must follow the act, and 
it is the duty of the General Accounting Office—which is supposed to 
have the best accountants in the United States—to more or less pre- 
scribe forms of accounting. Does that make sense to you? 

Mr. Garcue.y. I think that you are confusing two things. The ac- 
counts which the General Accounting Office controls are those accounts 
of Federal agencies and departments. The accounts that we are deal- 
ing with here, and the forms that we are speaking of, are the accounts 
of the operating interstate electric utilities and the interstate natural- 
gas companies, and their annual report forms, which is what the Com- 
mission has in discussion in this partic “ular paragraph on page 46 
from which you have just read. 

Mr. Tuomas. Maybe you did not understand my longhand notes 
here. I better read them again. What about the General Account- 
ing Office? Is it not as good as the Hoover Commission? What you 
have just said there is just exactly what the General Accounting 
Office is supposed to do among the thousand and one other things it 
does. If you want some expert advice you go over there. You can 
surely get it. 

Do not they come over and sort of visit with you about once a year 
and make some suggestions on some of your accounting practices and 
some of your forms? 

Mr. GarenE.y. No, sir, I do not believe they do. 

Mr. KuykenpaunL. Mr. Domers, who used to be employed by the 
General Accounting Office, is here. 

Mr. Doers. First of all, let me say this: The General Accounting 
Office does not have the Federal Power Commission under compre- 
hensive audit. 

Mr. THomas. Why not? The Hoover Commission says that you 
ought to be under it. Why has not the General Accounting Office 
heen over there seeing you? 

Mr. Domers. Off the record. 

(Discussion off the record. ) 

Mr. Evrns. I believe that the Commission has employed 2 or 3 
private concerns to do surveys for your Commission and make recom- 
mendations. 

Mr. Domers. I do not believe the Commission has ever employed any 
outside concerns. There was one survey made back in 1954. 


MAN-YEARS REQUIRED FOR ACCOUNTING REGULATIONS WORK 


Mr. Tuomas. We will put the table on page 47 in the record at this 
point. 
(The table referred to is as follows:) 


The man-years required for accounting regulations work for the year 1956 and 
as estimated for 1957 and 1958 are as follows: 
Fiscal year: Van-years 
Pe ne , Lo : z 5.2 


1957__- cee eee Se Md tk i ities | TEL 
8.5 
































Mr. Tuomas. I have a note that you have 8.5 man-years requested 
for this work for 1958 as against 6.6 last year. 

What did these people do last year and the year before that in 
making these forms and studies and so forth? Give me one answer 
right quickly. This should not be a recurring item. When you make 
a form it ought to last 4 or 5 years before you change it. 

Mr. Rarywarer. Our staff has a regular proc edure in connection 
with the uniform system of accounts w hich the companies are required 
to follow. It provides that they, from time to time, make the filings 
of various types of information, such as changes in their properties, 
purchases of properties, and that sort of thing, and the staff is con- 
stantly getting those filings to review, which is a part of the functions 
growing out of the uniform system of accounts. 

Mr. Tuomas. Can you give me the green sheets on this unit for this 
year or last year ? 

Mr. Rarnwarer. I have the Division of Accounts, but I do not have 
it separated for this unit. 

Mr. THomas. Do you have a section chief here ? 

Mr. Rainwater. Not in this; no, sir. It is within the Division of 
Accounts, though, the Washington office. 

We have both the staff in the Washington office and in the field. 


AFTERNOON SESSION 
Mr. Thomas. Gentlemen, the committee will please come to order. 

We were working this morning on the regulation of electric-power 
companies and we had gone through depreciation and reserves. 


CORPORATE REGULATIONS 





INTERLOCKING DIRECTORATES 


We come to page 51, “Interlocking directorates,” where it says— 


Under the provisions of section 305 (b) of the Federal Power Act, applications 
must be filed with the Commission for authority to hold interlocking positions 
of officers or directors. Such applications must be given a thorough check to 
protect the public interest. 

How many were granted in 1956, 1957, and 1958 4% 

Mr. Kuykrenpatu. Very few were rejected because we do not have 
very many requests that are not acceptable. 

Mr. Trromas. Let me see the green sheets. You have 0.7 man-years. 

Mr. Rainwater. That 0.7 applies to the part of the time of one 
individual who spends his time on other work also. 

Mr. Tuomas. What is his grade? 

Mr. Rainwater. This particular man is grade 13. He also makes 
rate-of-return studies in connection with the rate cases. Of course, 
in the 0.7 there is also some stenographic assistance. 

Mr. Tuomas. Well, it does not take an engineer to figure it out, 
does it, to say that such-and-such a man is a director in a corporation 
and that he also wants to become one of the directors in Y’s Corpora- 
tion. Does it take that type of a man, a rate engineer, to do this kind 
of character work. 

Mr. Domers. As a matter of fact, that is an accountant and a 
lawyer that work on these cases. 
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Mr. Tuomas. It is of such nature that vou require personnel of that 
type to do it? 

Mr. KouyKenpatu. Well, of course, there is stenographic work in 
there; there is quite a bit of it. There must be reports made to the 
Commission setting forth all of the facts concerning all of the com- 
panies that the man is a director of, and so forth. 


ELECTRIC POWER REQUIREMENTS AND SUPPLY 


Mr. Tuomas. Let us insert in the record here at this point pages 
56, 57, and 58. 
(The pages referred to are as follows :) 


(2) Power market surveys.—These surveys are published in two parts, part 
I dealing with electric loads and the need for additional capacity, and part II 
dealing with the sources of supply to provide the necessary additional capacity 
and the transmission lines to carry the power to market. A part I report for 
the Colorado River Basin was completed some years ago but work on the part 
II report was suspended because of a shortage of funds. Recently Congress 
has authorized construction of a number of hydroelectric projects in that basin 
and, as a result, plans for distribution of the power are urgently needed and 
several requests for information on power marketing problems have been re- 
ceived from States affected by the development. It will therefore be necessary 
for the Commission to complete its part II report for the Colorado River Basin 
at an early date and also to make such revisions as necessary to bring the infor- 
mation in the first part of the report up to date. It is planned to complete the 
report in fiscal year 1958 which, because of its size and complexity, will require 
the man-year increase reflected below. 

The following tabulation summarizes the number of power market surveys 
and the man-years required for fiscal year 1956 and estimated for 1957 and 1958: 


| 


Fiscal year | Number | Man-years 


1956_.- ‘ peb ta bat 0.4 
1957... ’ noes oes A | 2.0 
1958... te in ’ Sais 2.0 


(3) Interconnection and coordination studies.—Pursuant to section 202 (a) 
of the Federal Power Act, work toward the voluntary interconnection and coordi- 
nation of electric system facilities is proposed to be continued in fiscal year 
1958 at approximately the same level as in 1957. 

As in fiscal year 1957, the work program for 1958 provides for increased em- 
phasis on interconnection and coordination of electric system facilities on a 
regional basis. The need for such studies stems from the lag in providing 
high-capacity, high-voltage transmission facilities to go along with the large 
capacity powerplants being constructed by the electric utilities. The consequence 
of this lag has been an inadequate number of interconnections of sufficient 
capacity to permit a degree of coordinated operation necessary to achieve the 
most dependable and economic use of available generating facilities. 

The following tabulation summarizes the man-years and the number of inter- 
connection studies for fiscal year 1956 and corresponding estimates for the 
fiscal years 1957 and 1958: 


| | LAA MOME 


Studies on | Studies Total Studies Studies on 
Fiscal year hand first | initiated | workload | completed | Man-years| hand end 
of year of year 
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(e) Basic data 


(1) Gathering and analysis of basic data.—Basie to the Commission’s work 
are the reports received at regular intervals from electric utilities, both privately 
and publicly owned, and from certain industries which generate electric energy 
for their own use and public consumption. This information is gathered in 
accordance with the requirements of section 311 of the Federal Power Act. The 
larger and more important of these reports are the annual reports of class A and 
class B electric utilities and licensees on the Commission’s form No. 1, which is 
primarily a fimancia) report, and the annual power system statements for class I 
and class II electric utilities on form No. 12, an engineering and operating report. 
In addition to the aforementioned annual reports, brief monthly reports are 
solicited from the larger electric utilities with respect to sales, revenues, expense, 
and income and also with respect to electric loads, generating station capacity, 
fuel stocks, and generation. Shorter reports are also solicited annually or at 
5-year intervals from the smaller electric companies. The data included in the 
regular reports are analyzed and tabulated for use of the Commission and its 
staff, for use in connection with current regulatory problems, for the information 
of other Government agencies dealing with power, and as basic data for general 
use by the electric utilities and the various industrial and other users of electric 
power. 


Mr. Tuomas. Let me see, Colorado River Basin, part I, completed— 
part I is needed, part II is supply, that is incomplete, and you have 
2man-years wo! king on it. 


BASIC DATA 


For the gathering of basic data, you have in 1956 38.7 man-years, 
in 1957 you have 34.4 man- years, and in 1958 you have 34.4 man-years. 


STATISTICAL PUBLICATIONS 


Statistical publications you list and you set them out on page 60, 


showing the rate statistics, the power statistics, and the financial and 
corporate statistics—that is quite a big division. 

In 1956 you had 14.7 man-years; in 1957, 16.9; and in 1958, 16.9 

man-years, which is about 20 jobs. 

Then, the electric system maps, there were 7 man-years assigned to 
that. 

Furnishing assistance and information to Congress—we will put all 
of pages 63 and 64 in the record. 

(Pages 63 and 64 are as follows :) 


(f) Furnishing assistance and information to Congress, Government agencies, 
and the public 


Each year a large number of inquiries and requests are received by the Com- 
mission from Members of Congress, congressional committees, Federal, State, 
and municipal agencies and officials, chambers of commerce and similar organi- 
zations, numerous industrial and commercial enterprises, financial houses, uni- 
versities, publie utilities, attorneys, consulting engineers, accountants, and other 
professional men, students, and the general public for information on widely 
varied subjects, all relating to the electric utility industry. Most inquiries can 
be answered readily, but many official requests which the Commission must be 
prepared to meet require the expenditure of considerable amounts of time. 

The man-years required in this activity for fiscal year 1956 and estimated 
for fiscal years 1957 and 1958 are as follows: 

Fiseal year: Man-years 
iat 
orl 

5. 4 
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The total man-year requirements and personal services cost for regulation and 
surveys, electric power industry, for the fiscal year 1956 and estimated for fiseal 
years 1957 and 1958 is as follows: 












Fiseal year | Man-years Salaries 
an Sn a | ee a - 
} 
1956 | 127.1 | $810, 367 
1957 142. 1 901, 000 
1958 147.2 933, 800 
| i 





Mr. Tuomas. I noticed with much interest that the cost of the 
total man-year requirements of personnel for regulation and surveys, 
electric power industry are as follows: in 1956, $810,367; 1957, $901,- 
(WO, and 1958, $933,800. And in man-years, for 1956 you had 127.1; 
1957, 142.1: and 1958, 147.2. 

I look at this bureau and I wonder how many employees—it is a 
pretty good sized bureau—are furnishing information to Congress. 
How many people do you have doing that work ? 

Mr. Domers. This is a cross section of the bureaus and offices and it 
involves primarily furnishing assistance and information to other 
agencies and to the public. 

Mr. Tuomas. You had 9.2 man-years in 1956. In 1957 you have 
7.1 man-years and it dropped down to 5.4, that is about 6.5 jobs, it 
takes about 6.5 people to write and answer letters to Congress? 

Mr. Domers. No, sir: as I mentioned a moment ago, that is primar- 
ily assistance to other agencies and to the public. 

Mr. THomas. Off the record. 

( Discussion off the record. ) 





















FreperaAL Prosects INVESTIGATION AND REGULATION 


Mr. THomas. We will save regulation and surveys of the gas in- 
dustries until the last and now let us go over to the river development. 
We will put in pages 102, 103, 104, and 105 and the table on page 107, 
(The information above referred to is as follows:) 




















SECTION 4. FEDERAL PROJECTS INVESTIGATION AND REGULATION 








The work discussed under this section relates primarily to the Commission’s 
responsibilities in connection with the power aspects of river-development proj- 
ects proposed by the Corps of Engineers and the Bureau of Reclamation. The 
Commission is required by the provisions of the Flood Control and River and 
Harbor Acts to review reports on such projects prepared by the Corps of Engi- 
neers, with the view to safeguarding the hydroelectric power potential of such 
projects and preparing recommendations thereon to the Secretary of the Army. 
These studies include consideration of the best use of the power on a regional 
basis, in full coordination with all existing and prospective power sources, 
public and private. Similar review and recommendations are also made for 
projects proposed by the Bureau of Reclamation as a cooperative activity 
provided for under Section 4 (c) of the Federal Power Act. 

In addition to the power development aspects described above the Commission 
is also required under the River and Harbor and Flood Control Acts to review 
the proposals by the Department of the Interior for the sale of hydroelectric 
power from projects constructed by the Corps of Engineers. As a_ related 
activity the. staff does work on allocations of costs of these multiple-purpose 
projects to determine the proper rate base for the power features of the project. 

Section 10 of the Federal Power Act requires that a non-Federal water-power 
project proposed for licensing must be adapted to a comprehensive plan for 
multiple-water uses. The same principles are applied in the Commission’s con- 
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sideration of Federal river development problems. All such studies and investi- 
gations, therefore, are mutually valuable in the discharge of the Commission’s 
electric power responsibilities. In addition, these studies provide the Commission 
with the information necessary for responses to requests of the Executive Office 
of the President, of Congress, and of other Federal agencies for advice as to 
Federal power matters and water-power resources development. 

(a) Reports and recommendations 

The Commission participates in the formulation of Federal reservoir projects 
by serving, with respect to the power features, in the role of power consultant 
and adviser to the construction agencies which have the primary responsibility 
for the detailed investigations, reports, plans, and construction of such projects. 
In these studies the Commission’s staff does not do fieldwork of the character of 
foundation exploration, stream gaging, or instrumental surveys, but relies prin- 
cipally upon the results of such field investigations previously made by other 
Federal agencies and upon engineering data obtained from them and other 
sources. Based on the studies of its staff, the Commission formulates its recom- 
mendations with respect to power facilities in Federal plans for river basin 
development. The Commission’s workload on Federal project investigations is 
geared primarily to the activities of the construction agencies. 

(1) Cooperative studies with the Department of the Army.—Under the pro- 
visions of the Flood Control Act of June 28, 1938, and subsequent Flood Control 
and River and Harbor Acts, the Commission is given responsibility for recom- 
mendations to the Secretary of the Army with regard to the installation of pen- 
stocks or other facilities for the development of hydroelectric power at any flood- 
control or navigation dam constructed by the Department of the Army. 

Through well-developed procedures, the Commission’s staff is working effec- 
tively with the Corps of Engineers in accomplishing the objectives of the several 
Flood Control and River and Harbor Acts with respect to the preservation of 
power values inherent in our streams. The Commission’s field staff consults and 
advises with the field staff of the Corps of Engineers, beginning with the early 
survey stage prior to authorization, and extending through the definite planning 
stage after projects have been authorized and are being readied for construction. 
These cooperative studies involve a determination of the amount and economical 
feasibility of the power that could be produced in connection with the project. 
After review in the Washington office these studies provide a basis for the Com- 
mission’s comment and recommendations to the Secretary of the Army on basin 
or project plans as developed at a higher lever of authority in the Department 
of the Army. 

The Commission’s experience in connection with the Bull Shoals project on 
the White River in Arkansas and Missouri is a good example of the continuing 
demand on the Commission’s staff for technical assistance and advice over a 
period of years in connection with the river basin work of the Corps of Engineers. 
In 1940 the Commission received from the Chief of Engineers for comment his 
proposed report on the White River. In response the Commission studied the 
report and furnished comments. Following authorization of the Bull Shoals 
project in 1941, the Commission staff collaborated with the corps on their definite 
project studies which led to the preparation of the definite project report in 
1942 and transmission of Commission recommendations thereto to the Secretary 
of War in 19438. Thereafter the Commission cooperated in corps studies of the 
effect of the construction of Bull Shoals on the Ozark Beach plant due to .a 
higher Bull Shoals Dam. In 1952 the Commission advised the Bureau of the 
Budget on this matter. Special studies were made in 1954 in collaboration with 
the division engineer of project operation during the severe drought period. 
During 1956 studies were made with respect to the market for power from addi- 
tional units which the corps proposed to install at Bull Shoals, and the Chief 
of Engineers was advised thereto. Over this 16-vear period various verbal and 
written requests were received from Members and committees of Congress for 
information on varied aspects of the project. 

Included in the workload of the staff is a substantial amount of time required 
for the preparation of responses to numerous requests for advice concerning the 
value of and markets for power from specific projects. This advice is required 
for determinations of economic feasibility of hydroelectric projects and involves 
(1) a determination of the logical market area for the project, (2) an estimate 
of the load growth and other power sources within that area so as to establish 
the time when the project output may be marketed, and (3) the value of the 
power. Such assistance is regularly supplied to the Corps of Engineers and is 
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necessary at all survey and project stages. Similar information is prepared for 
some reclamation projects, for projects under consideration for Federal license, 
and for other purposes of the Commission, such as cost allocations, determina- 
tions of headwater benefits from storage projects, and studies made in connec- 
tion with approval of power rates from hydroelectric plants of the Corps of 
Engineers. 

(4) Summary, Federal project work.—Summarizing the workload which is 
expected in connection with the river-basin programs of the Corps of Engineers 
and the Bureau of Reclamation, the estimates given below contemplate no change 
between fiscal years 1957 and 1958 in the workload or manpower required for 
this activity: 




















Workload | Man-years 


Fiscal year 
units 


| 
| 
| 







COOPERATIVE STUDIES WITH OTHER FEDERAL AGENCIES 


Mr. Tuomas. Under the activity “Cooperative studies with other 
Federal agencies,” you state— 

Under the provisions of section 4 of the Federal Power Act, the Commission’s 
activities also include cooperation with other Federal agencies having responsi- 
bilities in river basin development. 

Now, I have often remarked to this distinguished group that the 
Lord is not making those rivers every day and they do not change 
every day, and these basins have not changed. 

These other agencies include the Department of Agriculture, which prepares 
reports on watershed work plans, and the Public Health Service, Department 
of Health, Education, and Welfare, which prepares reports involving water 
pollution surveys. E perience with the review of the reports of these two 
agencies and preparation of comments thereon has demonstrated that they do 
not require time of the staff comparable to that required by the reports of the 
Departments of the Army and the Interior. Accordingly, these reports are 
not included among workload units although they are of some significance in 
determining staffing needs. 

Then you set out the list. What are they comprised of? You have 
the workload as 80 units for 19: 56, 110 in 1957, and also 110 in 1958; 
for the man-years you show 27.5 in 1956; 41.6 in 1957, and also 41.6 
in 1958. 

Just what are those reports? What do they mean? 

Mr. Apams. The reports listed on page 107 are the reports of the 
Corps of Engineers and the Bureau of Reclamation. 

Mr. Tuomas. What is the nature of them? 

Mr. ApAams. We can give you a list of them for the record. 

Mr. Tuomas. Read some of them out loud and give us an idea. 

Mr. Apvams. For projects of the Corps of Engineers, we estimate 
that we will be required to work on 75 investigations. I can name 
some of them, if you wish. For instance, the ‘Big Bend Reservoir 
in South Dakota; the Pomme de Terre Reservoir in Missouri; Greers 
Ferry in Arkansas; and Keystone in Oklahoma. 

Mr. Tuomas. Set them out for the record. 
(The information referred to is as follows :) 
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FEDERAL PowER CoMMISSION—FEDERAL PRojJECT INVESTIGATIONS 


Request for appropriation ‘‘Reports and recommendations,’ fiscal year 1958— 
Activities under Flood Control and River and Harbor Acts 


[Based on information obtained informally from Office of Chief of Engineers] 


| | 
Number of reports re- 
quiring Commission 


| attention 


Name of project or basin 
1957 


Design memoranda: 
Flood control: 

Ball Mountain Reservoir. _- Vermont_._-__-_-- 
North Hartland Reservoir ..........-.|.--.-do. 
North Springfield Reservoir. - a 
Townshend Reservoir - - --- dat as caeaeee oe 
Buffunville Reservoir___..............-.| Massachusetts 
East Brimfield Reservoir . ; ..do 
Hodges Village Reservoir. ..............|..---do- 
Thomaston Reservoir oh lati --| Connecticut 
Allegheny River Reservoir ; ..--} Pennsylvania 
Kettle Creek Reservoir ; cael do- 
Stillwater Reservoir : jnenial do = 
Summersville Reservoir West Virginia 
Hildebrande lock and dam do 
Buckhorn Reservoir | Kentucky 





Nolin Reservoir c 
Mansfield Reservoir 
Carlyle Reservoir 
Red Rock Reservoir 
Rathbun Reservoir. - 
Pomme de Terre 

Bear Creek Reservoir 
Big Bend Reservoir 
Pomona Reservoir 
Strawn Reservoir --.- 


Council Grove Reservoir 


Beaver Reservoir - 


Greers Ferry Reservoir 
Waco Reservoir _.._.-- 


Keystone Reservoir 
Oologah Reservoir 
Eufaula Reservoir 


Painted Rock Reservoir 


Two Rivers Reservoir 
Cougar Reservoir. -- 

Hills Creek Reservoir 
Black Butte Reservoir 


| do 
.| Indiana 
| I}linois_- 
| Iowa__..- 
...do 
| Missouri 
do 


| South Dakota... 


Kansas 
.|-...-d0 
laces @o 
| Arkansas__._. 
do 
-| Texas_-_-- 
Oklahoma 
..do 
beat do 
..-| Arizona 


| New Mexico... 


| 
| 


Oregon. ._- 
ae ais 
California 


Russian River Reservoir ; |_...-@0) 

jp UU” =e ea OY 
Santa Clara River Reservoir_.........._|_....do_- 
Whitlow Ranch Reservoir. ...........__|_....do 
Success Reservoir ..... ae ..do. 
Terminus Reservoir | 


Total, flood control 


River and harbor: 


hoa 
Fort Gaines lock and dam ..| Alabama 


Jackson lock and dam 
Warrior lock and dam 


Dardanelle lock and dam Seale 
Lower Cumberland lock and dam 


McGee Bend Dam 


...do- 

oil] ..do 
..| Arkansas 
Kentucky 

| Texas 


John Day lock and dam eM ss 
Total, river and harbor._.__.._-- 
Total, design memorandums 


Total design memorandums received for | 
comment 


See footnotes at end of table, p. 1879, 
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FEDERAL Proseot INVESTIGATIONS—Continued 





FEDERAL PowER COMMISSION 


Request for appropriation “‘Reports and recommendations,”’ fiscal year 1958— 
Activities under Flood Control and River and Harbor Acts—Continued 


| 


Number of reports re- 
quiring Commission 
Name of project or basin | State attention 
1957 | ]9O58 
Survey reports: | 
Flood control: 


Otter Brook Dam New Hampshire. - -_------ ogy 
Merrimack River- New Hapshire and Massachu- 1 | I 
setts. | 
Connecticut River-- bece Vermont, New Hampshire, 1 1 
Massachusetts, and Connec- 
ticut. 
Housatonic River_.- Massachusetts, Connecticut, 11 | 1 
and New York. 
Thames River-. Massachusetts, Connecticut, 1 1 
| and Rhode Island. | 
Blackstone River. Massachusetts, and Rhode I 
|  Jsland. 
Littlefield Dam-.. Massachusetts - - - - / 1} | 
Mad River | Connecticut - 1] | 
Rondout Creek_.- New York I 
Esopus Creek __- do 1 
Passaic River- . New Jersey - - 1 1 
Delaware River Review - - -- New Jersey and Delaware 1 I 
Lehigh River ‘ ‘ Pennsylvania. - 1 
Lackawaxen River. - - -- do : 1 1] 
Schuylkill River_- do } 1 
Lackawanna River- -- : do . 1 1 
Juniata River__. do ] I 
Turtle Creek ___-. do 1 
Potomac River. -. 7“ | Maryland, Virginia, West l I 
Virginia, and District of 
Columbia. 
Cape Fear River-- - -- North Carolina 1 1 
Waccamaw River- . . . ‘ . do \ l 
Oostanaula River Florida 1 | 1] 
Chunky Creek ; Mississippi 1] I 
Pear] River do x 1 | 1) 
Big South Fork__- Tennessee and Kentucky-- 1] I 
Kentucky River Kentucky. 1 | ] 
Little Sandy River. -- : ‘ do 1 | I 
Laurel River . do : 1 1] 
Big Sandy River Kentucky, West Virginia, and 1 I 
| Virginia. 
Kokosing Dam Ohio 1 1 
West Branch Mahoning River. | do 1 1 
Leatherwood Creek..--- xt 11 I 
Ohio River Review. do. ! 1 
Wabash River Indiana 1 l 
White River_-. ..do. | 1 1 
Maumee River _-- Ri het l 1 
Kaskaskia River-- Illinois ‘ 1a}. 
Cache River do 1 1 
Kankakee River do 1 1 
Illinois River - - ui. Jo ‘1 1 
Rock River . one ls aire 1] 1 
Kickanoo River Wisconsin. ] ] 
Red River, Devils Lake---. Minnesota 1 1 
Roseau River Os i. 1] 1 
Minnesota River. _. ‘ SS | J 1] 
Red River s2sees | 1 
Iowa and Cedar Rivers (interim) - Iowa and Minnesota 1 1 
Pembina River | North Dakota ‘ 1 l 
Grand River (North Fork) North Wakota and South 1 1 
| Dakota. 
Jimes River do 1 l 
Platte River Nebraska. 1 1 
Salt River Missouri 1] l 
Lamine and Blackwater Rivers : do ] 1 
Grand River do 1] 1 
Kansas River. Kansas 1 1 
Verdigris River Kansas and Oklahoma 1 1 
Chewey Reservoir, Mlinois River Oklahoma 1 I 
Welty Reservoir, Deep Fork River do 1 ! 
Hugo Reservoir do. ! I 
Sandy Creek Reservoir, Blue River do 1 I 


See footnotes at end of table, p. 1879. 
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FEDERAL PowER CoMMISSION—FEDERAL PRoJEecT INVESTIGATIONS—Continued 


Request for appropriation ‘‘Reports and recommendations,’ fiscal year 1958— 
Activities under Flood Control and River and Harbor Acts—Continued 


| 
| Number of reports re- 
quiring Commission 


Name of project or basin } State | attention 


1957 19458 
Survey reports—Continued 
Flood control—C ontinued 
Millwood Reservoir Oklahoma and Arkansas ! 
Pecan Bayou. - Texas 1 
Trinity River, Lake Liberty do 1 1 
Bleeders Creek do i I 
Colorado River of Texas do 1 1 
Colorado River (above Lee Ferry) Arizona. 1 L 
Gila River do l 1} 
Jordan River Utah | I 
Upper Snake River Idaho and Wyoming 1 |} I 
Cedar River Washington l I 
Rogue River___. Oregon 1 a | 
Silvies River d do l I 
Umpqua River- . do l 1] 
Coquile River do l 1] 
Columbia River review 1 1 
Mohave River California I l 
Whitewater River do ! 1 
Alameda River. . do 1 
Eel River do 1 
Guadalupe River do ! 1 
Carson River do l 1 
Merced River do l 
Mokelumne River do l ] 
Truckee River do ! 1 
Total flood control : 76 79 
River and harbor: Total, river and harbor 
Total, survey reports. -- 76 79 
Total survey reports to be received for 
comment 20 1! 
Grand total, design memoranda and 
survey reports 
Per list obtained from Office of i 125 107 
Chief of Engineers. 
To be received for comments per ‘7 30 


list obtained from Office of 
Chief of Engineers 

Per appropriation estimate, fiscal 75 75 
year 1958 2 

To be received for comment per 5 20 
appropriation estimate fiscal 
year 1958.2 


! Indicates year in which repert is expected for comment 

? These estimates reflect the application of a shrinkage factor to the above list of investigations and reports. 
Experience has shown that many investigations and reports scheduled are not actually undertaken or 
completed as planned because of rescheduling, lack of funds, unforeseen delays, etc 





studies. 
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Request for appropriation, “Reports and recommendations,’ fiscal year 1958— 
activities under pt. I, Federal Power Act 


[Based on information obtained irformally from U. 8. Bureau of Reclamation] 


Name of project or basin 


Basin surveys: 
Garrison diversion 


Lower Platte River 
North Platte River 


Big Horn division 
South Plette River 
Columbia River 


Kootenai River 

Clark Fork Basin____-. a 

Upper and Middle § Snake River. 

Umpqua River 

Upper Klamath River 

Lower Klamath River and adjacent basins 
Central Valley comprehensive 

Upper American 


I on cc coc ccccnmncccual 
| 
Project investigations: } 
Colorado River storage - -.._-..- 


Savery-Pot Hook- 
Dolores... : 
Bostwick Park_- 
Frying Pan- -Arkansas- 
Ohio Creek __. 
Fruitland-Mesa__-- 
[} =e ‘ 
San Juan-Chama..__.........--- 
San Luis Valley - ----- 
Animas-La Plata. - 
Marble Canyon 
Bridge Canyon 
Chikaskia te 


Gulf Basins___. 
Rio Grande and Weminuche divisions 
Lower Rio Grande: 

Mercedes division 

Harlingen division__- 

La Feria division. _.-.....-- 
San Angelo 
Oahe unit, James River diversion__- 
Blackfoot River See cea 
Medicine Lodge - 
Burns Creek Dam, Palisades project_- 





Bear River 

Snake Narrows. --- 

Washoe (ultimate) _- 

Little Snake (North Platte division)_- 
Sublette (Buckskin division) - _- 
Dayton. 

Snake River (Mountain Home division) .__- 
Deschutes supplemental stowage-..------- -| 
Flathead River ; a 
ED inctinnine eee 

Tualatin......_.--- 

Rogue River-.--.-- 





North Dakota and South 
Dakota. 

South Dakota 

South Dakota, Nebraska, and 
Wyoming. 

Nebraska 

Nebraska, 
Wyoming. 

Nebraska, Kansas, and Colo- 
rado. 

Texasand New Mexico 

Montana. . 

Mortana and Wyoming 

Montana 

Montana and Wyoming 


Colorado, and 


Colorado 
Washington, Oregon, Mon- 
tana, Idaho, Nevada, Wyo- 
ming, and Utah. 
emma and Montana 
do 2 


-| Idaho and Oregon. ape 


Oregon and Wyoming 
Oregon and California 
California 2 


Colorado, Wyoming, 
and New Mexico. 
Colorado and Wyoming-..---- 

Colorado-. 
SO he eel Bhd 
lei 
do 


Utah, 


v2 do aaa 
Kansas and Oklahoma___- 


IN nner eee sex: 


South. Dakota... .-- 
Montana__-_- 

Idaho 

ceeaniieadae 

Idaho and Utah______- 
Idaho and Wyoming 


__| Nevada and California. 
| Wyoming. 


oe 


| Washington___- 


Oregon and Idaho__. 
Oregon. 
do 


Surveys or project in- 


vestigations 


to be 


studied by U. S. Bu- 
reau of Reclamation 


ee 


~ 





a et ek et pee et fed et dt 


eh ee fet eh eek nt be ft ft Ph eh fh ft dh ett fh fl 








eee 


et et et et et et 


Note.—This tabulation shows the years in which the Bureau of Reclamation will be engaged in its 


Che tabulation includes only studies in which reservoirs are involved. 
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~ 
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Request for appropriation, ‘‘Reports and recommendations,” fiscal year 1958— 
activities under pt. I, Federal Power Act—Continued 


| Surveys or project in- 

|} vestigations to be 
studied by U. 8S. Bu- 
reau of Reclamation 


Name of project or basin 


1957 | 1958 


Project in vestiastions-Centinana 
Upper Owyhee 
East Long Tom___.____-- 

Auburn unit (American River division) 

Fresno-C howchilla division.......... ‘ do-- 
Friant power unit __............-- : | a... 
Sen Luis anit... ..044--)----.---- ata Penh a eieeas 
Butte Valley unit____- » scaucasilkalics oe wai 
Monticello powerplan t (Salano unit) do 
Caribou ses bs iists | Alaska 


Devil Canyon SE aces : noma 


Total, project investigations. ..........._- 


Grand total, basin surveys and project | 
investigations per list obtained from 
Bureau of Reclamation. UL eoidittAs..<< abit 
Per estimate of appropriation, fisca] year 1958 !__.|...........--..-----------------| 


1 These estimates reflect a shrinkage in the number of surveys and project investigations which will 
probably require Commission attention. Experience has shown that many investigations and reports 


scheduled are not actually undertaken or completed as planned because of rescheduling, lack of funds, un- 
foreseen delays, ete. 


Mr. TrHomas. Now, is it mandatory to do this work or is it done by 
invitation ¢ 

Mr. Apams. It is required by the Flood Control and Rivers and 
Harbors Acts in which the Federal Power Commission and the Chief 
of Engineers must jointly recommend to the Secretary of the Army 
the provisions which should be made for power development. 

Mr. Tuomas. How far behind is the Corps of Engineers with its 
construction work as compared with your reports ? 

Mr. Apams. I do not believe it is behind because of any work we 
are doing, but our work described here is related directly to the work 
program of the Corps of Engineers. Each year they give us a list 
of the reservoir projects and the river basin surveys which they 
intend to make and we jointly estimate the number it is expected will 
be referred to the Federal Power Commission for study or comment. 


INTERNATIONAL JOINT COMMISSION 


Mr. Tuomas. Let us take a look at the International Joint Com- 
mission. At this point we will insert page 110 into the record. 
(The page referred to is as follows :) 


SECTION 5. INTERNATIONAL JOINT COMMISSION 


On October 26, 1939, the President appointed the Chief Engineer of the Fed- 
eral Power Commission a member of the International Joint Commission to 
serve without compensation other than that which he receives as an officer of the 
Federal Power Commission. 

The International Joint Commission, created by the treaty of January 11, 
1909, between the United States and Great Britain, is comprised of 3 Americnn 
members and 3 Canadian members, It adjudicates controversies between the 
United States and Canada and between nationals of the two countries along 
and in the vicinity of the international boundary. In cases of this type the 
Commission acts in a judicial capacity. 
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Also, when questions are referred to it by the Governments of the United 
States and Canada, the Commission conducts investigations and prepares reports, 
with recommendations, to the two Governments for disposition of the matters 
involved. In cases of the latter type, the Commission acts solely in an advisory 
capacity and has no arbitral powers. In the apportionment of the waters of the 
Milk and St. Mary Rivers between the United States and Canada, the Commis- 
sion serves in an administrative capacity. 

The Commission has authority under the treaty to adjudicate controversies 
arising along the common frontier irrespective of the character or subject of the 
disputes ; however, a large majority of the cases that come before the Commission 
pertain to waters which either form or cross the boundary. 

The Chief Engineer of the Federal Power Commission devotes full time to 
the work of the International Joint Commission, as reflected in the following 
tabulation : 


Fiscal year Man-years Salaries 


1.0 $13, 193 
1.0 12, 900 
1.0 | 13, 200 


ADMINISTRATION 


Mr. Tuomas. Let’s look at “Administration.” Insert page 111 in 
the record. 
(The page referred to is as follows:) 


SECTION 6. ADMINISTRATION 


This activity includes the members of the Commission and their immediate 
staffs: the Office of the Executive Director; the staff of the Office of Adminis- 
tration engaged in budget and fiscal management, personnel administration, 
organization, and methods studies, and in procurement, property, travel, mes- 
senger and related administrative services ; and certain personal services of other 
organizations which are properly chargeable to administration based upon the 
man-years devoted to these activities. 

The following tabulation shows the man-years and total salary costs for this 
activity during the past year, current year, and budget year, and their relation- 
ship to Commission totals: 


Fiscal year ie + 
Commission | Administra- Pereent 
1.» tion 


Commission | Administra- Percent 
tion 


y 

Man-years | Salaries 
| 
~| 
| 


10.4 $4, 375, 317 $451, 797 

9.4 4, 630. 000 | 446, 700 

9.0 | 4, 888, 000 | 451, 600 
| 





Mr. Tuomas. You state: 


This activity includes the members of the Commission and their immediate 
staffs; the Office of the Executive Director; the staff of the Office of Adminis- 
tration engaged in budget and fiscal management, personnel adiministration, 
organization and methods studies, and in procurement, property, travel, mes- 
senger and related administrative services; and certain personal services of 
other organizations which are properly chargeable to administration tobe’ upon 
the man-years devoted to these activities. 


You set out 1956, 1957, and 1958, where the Commission had 683.4, 
739.1, and 775.2 man-years respectively. 
Those man- years devoted to administration for 1956, 1957, and 1958 


were 71.1, 69.8, and also 69.8. 
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You indicate that administration is 9 percent of the total but I am 
going to take you to your own chart lal show you where that figure 
1S considerably more than 9 percent. 

Going to the back of the justification to the last sheet you have 157 
chiefs out of 775 Indians, and that does not include the field where 
you have 5 regional offices and 120 people employed. How many chiefs 
and how many Indians are included in this 120 personnel ? 

W. e will start, and I have to do my own grouping, with the Com- 

i anybody can say naught 
against that, as far as I am concerned these men have to carry this 
load and they are entitled to some help but what is the Office of the 
Secretary, in addition to the Commission? The Commission setup 
has 22 and the Secretary’s setup has 7. The Office of Special As- 
sistants to the Commission has 5. Then we come to the Office of Public 
Reference, and that has 7—writing to Members of Congress and 
others. You have the Office of Administration, the Office of the 
Director, that is 3. Then you come down to the Division of General 
Services, that is 91.7. Budget and Finance, that has 14, and the 
Division of Personnel is 7, and even if we exclude the library, you 
total up to 157 man-years for administration out of 775, and that is far 
from being 9 percent in my book, gentlemen. 

Mr. Doers. Mr. ( ‘hairman, ‘that total figure you just mentioned, 
they are not all administrative personnel, in that sense of the word, 
and a lot of the functions 

Mr. Tuomas. I was using the words “Chief” and “Indian.” 

Mr. Domers. The Division of General Services, much of their work, 
the majority of it is charged to the various projects for which they 
are actually performing the functions. 

Mr. Tuomas. Your answer is all right, but it is just not responsive. 
Go ahead. 

Mr. Domers. I must confess I am a little at a loss as to your precise 
question. 

Mr. THomas. You are topheavy with administrative and house- 
keeping personnel, to the total number of employees. 

Mr. OsrerraG. Off the record. 

( Discussion off the record.) 

Mr. Tuomas. This is the employment in the District of Columbia 
and you have 120 man-years in the field in addition. You have 157 
man-years out of 775 for supervisory plus your administrative, house- 
keeping personnel. You have too much, because supervisory and 
housekeeping personnel is 157 out of 775. 

Mr. Yates. What do you mean by “supervisory” ? 

Mr. Tromas. The Commissioners themselves, the Office of the Sec- 
retary, the Office of Special Assistants to the Commission, and the 
Office of Administration. The Division of General Services alone is 
91.7. But when you add them all up, that is the way it breaks itself 
down. Did you ever look at it in the light of that analysis, Mr. 
Chairman ? 

Mr. Kuykenpati. Now, that is not so. I mean—TI guess that you 
are assuming, for example, that the salaries of all five Commissioners 
are applicable toadministration. Well, that is not true 

Mr. Tuomas. Sowhat? Suppose it is or is not? 

Mr. Kuyxenpari. Only a relatively small part would be. 
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Mr. Tuomas. No; we are not talking about dollars and cents. We 
are talking about people that are doing two functions as compared to 
the total field of endeavor of the whole Commission. You have two 
groups here. 

You have the bosses and the supervisors, and then the more or less 
routine housekeeping people. Between the two classifications, you 
end up with a total of 157 out of 775. I am even excluding the 120 
in the field. 

SPECIAL ASSISTANTS TO THE COMMISSIONERS 


Mr. Yates. You have an Office of Special Assistants to the Com- 
missioner under the “Commission” box, and you also have other offices 
set up which I assume also includes special assistants to the Commis- 
sion. What is the distinction between the two? 

Mr. Domers. The Office of Special Assistants to the Commissioners 
are the opinion writers, they draft the opinions of the Commissioners. 

Mr. Yates. You still did not answer my question. Why do you 
need special assistants for the Commissioners and also special assist- 
ants to write the opinions? Why cannot the special assistants to the 
Commissioners also write their opinions ? 

Mr. Domers. There are currently just two technical assistants to 
the Commissioners within the offices of the Commissioners. 

Mr. Yates. Each Commissioner has two special assistants ? 

Mr. Domers. No; there are 2 Commissioners that have 1 each. 

Mr. Yates. What are these people in the box for, then ? 

Mr. Domers. We are providing for five for 1958. 

Mr. Yates. In addition to the Office of Special Assistants? 

Mr. Domers. Yes. 

Mr. Yarrs. Why do vou have two sets of special assistants? 

Mr. Connote. We do not have two corps of special assistants. The 
title of Office of Special Assistants could just as well have been 

“opinion writers.” 

Mr. THomas. One group writes opinions? 

Mr. Domers. That is right, and that is all. 

Mr. Tromas. And it is not a supervisory activity included in the 
classification that I enumerated ? 

Mr. Connor. Asa matter of fact, many agencies having regulatory 
authority have 6 or 7 assistants in each Commissioner’s office. We have 
only one. 

REGIONAL OFFICES 


Mr. Tuomas. We have 5 field offices located at Atlanta, with 23 jobs; 
Chicago, 20 jobs; Fort Worth with 25 jobs; New York with 20 jobs; 
and San Francisco with 30 jobs. 

Whta is the duty of the regional offices ? 

Mr. Avams. The regional offices are wholly engineering and their job 
is to carry out work only in the power field; work that we feel can best 
be done in the field, such as the surveys, project inspections, and con- 
tacts with State and Federal agencies. 

Mr. Tuomas. That personnel load never changes in the field ; does it ? 

Mr. Apams. It has been rather constant for some years, around 120, 
up and down a little. 

Mr. Tuomas. It is mostly engineering work and they do power 
studies, don’t they, and surveys? 
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Mr. Apams. They do field surveys of licensed projects. Every 
project for which we receive an application, i is studied in the field and 
reported on and they inspect the project during and after construction. 

Mr. Tuomas. How much of your travel money is spent by those gen- 
tlemen in the field? I have been to most of your field offices and I 
will say you have a'fine, devoted, and highly skilled staff of technical 
people. They can repeat the whole act backward, from berinning 
to end and they can give you every court interpretation—I don’t know 
whether they are all lawyers or not, or whether any of them are, but 
they all know their subject. I think they are all engineers and they 
are all very fine people. They like the work and they never have 
enough travel money and, of course, each office it is more or less isolated 
and they have to, to some extent, run their own show. 

What part of your total travel of $300,00 last year was spent by the 
regions for travel? 

Mr. Apams. The total for the travel funds available to the Bureau 
of Power is about $35,000—of which about $25,000 was allotted to the 
field. 

Mr. Tuomas. I beg your pardon? 

Mr. Anams. About $25,000, I think. 

Mr. Tromas. What is the total amount? 

Mr. AvaAms. The total amount for the Bureau of Power is $35,000. 

Mr. THomas. Oh, I see, the Bureau of Power. 

Mr. Apvams. Of which about $25,000 is spent in the field. 


HEARING EXAMINERS 


Mr. OstertaG. This is not by way of criticism but T am wondering 
about your hearing examiners’ organization. For instance, in the 
Office of Hearing Ex xaminers, you have 1 Chief Examiner as a GS-15 
and then you have 10 examiners at the same orade, GS-15. 

Mr. KuyKkenpat,. That is right, that is the work of the Civil Serv- 
ice Commission. We cannot even promote those examiners. That is 
done by the Civil Service Commission in an effort to assure the inde- 
pendence of the examiners, and it is a civil-service ruling thst no 
examiner can be higher than erade 15; and yet the Civil Service Com- 
mission feels that our tyne of work requires examiners as skilled and 
comnetent as any in the Government and so they are all GS-15. 

Mr. Ostrrrac. Well, T agree that they are not too highly graded, 
but it seems to me that the Chief Examiner should be of a higher 
orade than the examiners themselves. 

Mr. Kuyxenpatt./ I think he should be but. we cannot do anything 
about it. 

Mr. Domers. May I say that just about a vear ago or a little longer, 
our Chief Examiner was erade 15 and the other examiners were 
gerade 14. Then the Civil Service C ommission made a study of their 
jobs and ordered us to raise all of them to grade 15. 


COLLECTIONS UNDER THE FEDERAL POWER ACT AND FROM OTHER SOURCES 
Mr. Tuomas. We will insert at this point pages 137 and 138 in the 


record, “Collections under Federal Power Act and from other sources.” 
(The information is as follows :) 
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COLLECTIONS UNDER FrEpERAL PowrerR ACT AND FROM OTHER SOURCES 


Section 10 (e) of the Federal Power Act provides that licensees shall pay to 
the United States reasonable annual charges in an amount to be fixed by the 
Commission for reimbursing the United States for the costs of administration 
of part I of the act and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands and other property, and the distribution thereof is controlled 
by section 17 of the act. 

Under the provisions of section 17, 3714 percent of the charges arising from 
licenses for occupancy and use of public lands and national forests, from develop- 
ment within the boundaries of any State shall be paid by the Secretary of the 
Treasury to such State. Actual collections made during the fiscal year 1956 
for use of lands in public land projects aggregated $87,947.32. Of this amount, 
$32,980.21 is for payment to States. The best estimate now possible for payment 
to States from fiscal year 1957 proceeds is $45,274. 

The total collections under section 10 (e) of the Federal Power Act during the 
fiseal year 1956 were $1,413,975.49. In addition to the amount credited to the 
various States, there was credited from public land projects the sum of 
$43,973.67 to the reclamation fund and $10,99.44 to the general fund of the Treas- 
ury. Under collections from projects, jurisdiction over which is based on navi- 
gable waters, there was credited to a special fund for expenditure under the 
direction of the Department of the Army, in the maintenance and operation of 
dams and other navigable structures, the sum of $152,127.30 and the same amount 
of $152,127.30 to the general fund of the Treasury. From collections on account of 
Indian lands, the sum of $179,762.79 was credited to the various reservations. 
The proceeds of charges made by the Commission for the purpose of reimbursing 
the United States for the costs of administering part I of the act, paid into the 
Treasury of the United States and credited to miscellaneous receipts, amounts 
to $764,287.76. Of the remaining $1,140.02 credits were made as follows: $780.48 
to the Oregon and California land-grant fund on account of collections from 
revested Oregon and California Railroad grant lands, in accordance with the 
act of Congress, approved June 9, 1916, (39 Stat. 218), as interpreted by the 
Comptroller General in his decision A-88237, September 5, 1931; $76,583 licensee 
benefit charges to the headwater-improvements fund; and $359.54 proceeds from 
penalties for delinquency in payment of annual charges imposed under section 
17 (b) of the Federal Power Act, to the fund “Violations of trade laws, not other- 
wise Classified.” 

The Commission also collected and deposited to the credit of miscellaneous 
receipts during the fiscal year ended June 30, 1956, the sum of $3,629.82 from the 
sale of maps; $37,607.55 from the sale of publications ; $12,703.70 duplication of 
records and other documents; $55.50 recoveries for jury service; $1,276.50 for 
miscellaneous services ; $207,600 business concessions. 

Total collections by the Federal Power Commission in the fiscal year ended 
June 30, 1956, from all sources, aggregated, $1,676,848.56, including the amount 
credited to the reclamation fund. Collections for the fiscal years 1957 and 1958 
are estimated at $2,373,282 and $1,939,200, respectively. 


Mr. Tuomas. You have collected in this fiscal vear 1957, $1,934,907, 
and next year you expect to collect $1,326,140. 


SCHEDULE OF RECEIPTS 


We will put in the table on page 139 in the record. 
(The information is as follows :) 
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Schedule of receipts 





Receipt Actual, | Estimate Estimate, 
symbol 1956 1957 i 1958 


0729 | Business concessions, not otherwise classified __--.-------- $207, 600 $85, 000 | $85, 000 
0797 | Licenses under Federal Power Act (general) = } 927,409 | 1 1,648,607 | 1,110,840 
0949 | Violations of trade laws, not otherwise classified _--- - -- 360 100 | 
2362 | Sale of maps and charts. res pia gl 3, 630 3, 600 
2366 | Duplication of records and other documents___.-.--------- 12, 704 10, 000 | 
2369 | Sale of publications not otherwise classified ____- hive 37, 608 | 37, 000 | 36, 000 
2599 | Fees and other charges for miscellaneous services, not 

otherwise classified... _- : . + | 500 50 
3571 | Recoveries, jury service - wa Sei dS aes ees aes | 56 | 100 100 
3580 | Licensee benefit charges. phd iediw’. iil aT a EE 76, 583 | 150, 000 80, 000 


| Total general receipts. _. ------ betnuageanbhe 1, 267, 227 “1, 934, 907 | 2 326, 140 


1 Includes $436,542 (1953, 1954, 1955, and 1956 charges from State and municipal licensees), assuming the 
problem of reduction in administrative charges is settled in time to collect the charges before the close of 
fiscal year 1957. 


— ——————— = ————EE eens 


Mr. Tuomas. That money does not go toward your budget, it goes 
directly to the Treasury and is not considered a part of the funds 
available to you for expenditure. 

When was the last time you raised the fees, gentlemen ? 

Mr. KuyKenpauu. Mr. Chairman, actually, we are in the process, 
I think, of lowering some. 

Mr. Tuomas. W1 hy, with all of these taxes we have and more taxes 
around the corner, are you going to lower the price? 

Mr. Kuykenpan. Our en a to be somewhat commensurate 
with the services performed; it is not a tax. 

Mr. Tuomas. Now don’t Se ide your services. Your services 
are always prompt and good and ‘worth the money, aren't they ? 

Mr. KuyKenpatu. Oh, yes; and there is a—— 

Mr. GarcuHe.u. Congress directed that we should waive such mu- 
nicipal fees as in the Commission’s judgment would be equitable, and 
that is the reduction of the fees which the chairman speaks of, that 
is in the second amendment to the Federal Power Act, Congress 
directed that. That is still pending, that has not as yet been acted on. 


REGULATION AND Surveys—Narurat-Gas Inpustry 
CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
Mr. Tuomas. Well, let us look at the natural-gas operations. We 


will put pages 65 through 70 in the record. 
(The information is as follows :) 
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Secrion 3. REGULATIONS AND Surveys, NaTuRAL GAs INDUSTRY 


(a) Certificates of convenience and necessity 

The Commission is charged with the responsibility under section 7 of the 
Natural Gas Act of reviewing applications filed by natural-gas pipeline compa- 
nies and independent producers for certificates of public convenience and necessity 
for the construction, acquisition, and operation of facilities used in the transpor- 
tation or sale of natural gas in interstate commerce. Under section 7 of the act, 
the Commission is also required to pass on applications for the abandonment of 
natural-gas facilities and services, when they are involved in interstate com- 
merce. Under this section, the Commission also has the legal authority, under 
certain conditions, to require natural-gas companies subject to its jurisdiction to 
furnish natural-gas service to municipalities or distributing utilities. Under sec- 
tion 3 of the act, the Commission must determine whether proposals to export 
or import natural gas to and from foreign countries are consistent with the public 
interest. Under section 1 (c) of the act, the Commission may upon proper show- 
ing exempt from its jurisdiction natural-gas companies operating exclusively in 
a single State under the jurisdiction of the State regulatory body. 

It is important for the Commission to administer the provisions of the Natural 
Gas Act as efficiently as possible because such administration affects the cost and 
the quality of natural-gas service furnished to the public. The Commission’s 
decisions in certificate cases involving pipeline companies and independent pro- 
ducers not only affect the services rendered by them to their utility customers but 
also affect the services rendered by such customers to ultimate consumers. Such 
decisions may in some cases prevent the installation of uneconomic facilities 
which would eventually affect the pocketbook of the ultimate consumer. Inves- 
tors, homeowners, construction contractors, and many other elements of the public 
rely heavily on the Commission’s actions. Small towns and utilities which could 
not otherwise obtain natural-gas service have, in ever-increasing numbers, availed 
themselves of the opportunity offered by section 7 (a) of the act to petition the 
Commission to direct pipeline companies to serve such towns or utilities. The 
availability of natural gas in a community may attract industry, increase em- 
ployment and contribute to the general well-being of the community. Natural-gas 
service is now available in practically every section of the country through huge, 
long-distance transmission lines, certificated by the Commission. For example, 
such lines extend from New Mexico to the Pacific Northwest, from Texas to New 
England, and from Louisiana to Green Bay, Wis., New York City, and Detroit, 
among many others. Additions to existing projects are constantly being pre- 
sented to the Commission for its consideration. 

The technical staff of the Commission analyzes the applications with respect to 
all phases of the projects, for example, the adequacy of the gas supply, the eco- 
nomic and financial feasibility, the engineering design, and market requirements. 
The staff then reports to the Commission on the results of its analyses and makes 
recommendations as to disposition of the applications. In recent years the Com- 
mission has been hearing a number of extremely complex, controversial applica- 
tions involving competitive market areas. This type of case consumes consider- 
ably more time than the noncompetitive, noncontroversial case. 

As of July 1, 1956, there were 2,131 independent producer “grandfather” certifi- 
cates not disposed of by the Commission. No request was made for staff to 
dispose of this residue of “grandfather” cases in fiscal year 1957 as manpower 
requirements for this type of case are negligible. It should be emphasized that 
independent producer “grandfather” cases are included in the tabulation at the 
end of this subsection only in order to account for all types of certificate applica- 
tions : from a workload standpoint the 2,131 independent producer “grandfather” 
cases is in no sense comparable to even a few pipeline cases. 

In the past several years the number of pipeline applications of all kinds that 
have been filed with the Commission (chart I, p. 68) have been increasing. 
During the 1956 fiscal year there were 412 pipeline applications filed (not includ- 
ing supplements, amendments, etc.) as compared with the 300 which had been 
estimated for fiscal years 1956 and 1957. Recent changes in the Commission’s 
rules covering filing of pipeline certificate applications should tend to slightly 
reduce the number filed and it now is estimated that there will be 400 new 
pipeline applications of all types filed with the Commission in each of the fiscal 
years 1957 and 1958. 
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In the independent producer category the experience to date is still too meager 
for accurate forecast, although it was estimated a year ago that there would 
be 1,000 “new service” applications filed during the fiscal year 1956. There were 
actually 1,029 applications filed. Proposals have been made for changes in the 
Commission’s rules which might eliminate the necessity of filings by certain 
parties. Other changes have been proposed which, although not affecting the 
number of applications filed, may affect the manpower required to process an 
application. On the other hand the degree of analysis necessary and hence 
time spent on an application has been increasing as regulatory problems involved 
are more fully understood. It appears safe to conclude that the applications filed 
in 1957 and 1958 will remain at the 1956 level at approximately 1,000 per year. 

The disposition of independent producer applications is considerably higher 
per man-year than the disposition of pipeline applications (chart II, p. 69). The 
estimated man-years required for each of the two types of certificates for the 
fiscal years 1957 and 1958 is shown in the workload summary below. However, 
complete flexibility of staff is essential in meeting the varying conditions that 
may arise and at the same time not working undue hardships on any portion of 
the gas industry. It is the Commission’s objective to reduce the backlog of 
pipeline and independent producer applications to a number equal to one-fourth 
of those expected to be filed in any year. This would mean an average disposition 
time of 90 days. The staff increase requested for fiscal year 1958 for independent 
producer certificate work should enable the Commission to attain this objective 
within a reasonable period and to dispose of both types of applications in an 
orderly manner. 
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Mr. Tuomas. You state: 


The disposition of independent producer applications is considerably higher 
per man-year than the disposition of pipeline applications— 


aid then you have the 2 charts on pages 68 and 69. Then you state: 


It is the Commission’s objectives to reduce the backlog of pipeline and inde 
pendent producer applications to a number equal to one-fourth of those expected 
to be filed in any year. This would mean an average disposition time of 90 days. 
The staff increase requested for fiscal year 1958 tor independent producer cer 
tificate work should enable the Commission to attain this objective within a 
reasonable period and to dispose of both types of applications in an orderly 
manner. 


And then the man-years required are set out on the table on page 71. 

You show the total applications on hand at the be ‘ginning of the { fiscal 
year 1958 of independent producers as 989; and under “pipeline” you 
have 376. You will have 866 applications of independent producers 
on hand at the end of the year. 

The table on page 71 is very interesting, and almost tells the tale. 


INDEPENDENT PRODUCERS GAS RATE CASES 


Now, I will insert the table on page 84. 

(The information is as follows :) 

The following table indicates the work program and man-year requirements 
with respect to independent producer gas rate cases for fiscal years 1956, 1957, 
and 1958. 


On hand Cases | Cases On hand 
Fiscal year | first of received Workload | completed | Man-years end of 
year year 


90 } 
207 100 
100 


The total gas rate cases for both pipeline companies and independent producers 
and the man-years required for fiscai year 1956 and estimated ior the fiscal years 
1957 and 1958 is as follows: 


On hand | Cases Cases On hand 
Fiseal year first of received Workload | completed | Man-years el 


Mr. Tuomas. You say: 

The following table indicates the work program and man-year requirements 
with respect to independent producer gas-rate cases for fiscal years 1956, 1957, 
and 1958, 
and that is the top tabie, the table on page 84. 

The applications at the beginning of 1958 are 222; new cases, 100; 
workload, 322; cases completed, 140; man-years, 81.3; cases on hand 
end of year, 182—that is not bad. 

The next table is the total gas-rate cases for both pipeline companies 
and independent producers and the man- years required for fiscal year 
1956 and estimated for the fiscal years 1! 57 and 1958. 
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CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


On certificates of convenience and necessity—there ought not to be 
any such animal for a gas well. They are about as much subject to a 
certificate of convenience and necessity as me trying to fly an air- 
plane—you state: 

The Commission is charged with the responsibility under section 7 of the 
Natural Gas Act of reviewing applications filed by natural-gas pipeline companies 
and independent producers for certiticates of public convenience and necessity— 
this man, an independent producer, wants to sell his gas. Before he 
can sell his gas, what does the Commission have to do under this 
iniquitous law ? 

Mr. Kuykenpats. He has to get—we have to issue a certificate of 
public convenience and necessity. 

Mr. 'THomas. And what does that mean? 

Mr. Kuykenpaui. Well, it means we find it suits the public con- 
venience and necessity for him—— 

Mr. Tuomas. And that is as a utility; isn’t that right ? 

Mr. Kuykenpatn. Yes. 

Mr. Yates. And that is before he sells his gas in interstate com- 
merce. He can sell within his own State without worrying about 
regulation ? 

Mr. KuyKenpau. Yes. 

Mr. Tromas. Take the coal fellows of I!linois. When they have 
a carload of coal to go to Texas, do they have to go to the Federal 
Power Commission and get a certificate of convenience and necessity 
and prove a case? Do they have to show that these poor down- 
trodden people in Texas need that coal ? 

Mr. Kuykenpatu. No; they do not need to come to us. 

Mr. Yates. Do. they burn any coal in Texas? 

Mr. Jonas. And what about lumber and wheat 

Mr. Tomas. Or cotton or anything else—— 

Mr. Yates. Or mica. 

Mr. THomas. They are all agricultural commodities and they come 
out of the ground. 

Well, let me continue to read: 

It is important for the Commission to administer the provisions of the Natural 


Gas Act as efficiently as possible because such administration affects the cost 
and the quality of natural-gas service furnished to the public. 


And also you say: 


Under this section, the Commission also has the legal authority, under certain 
conditions, to require natural gas companies subject to its jurisdiction to furnish 
natural-gas service to municipalities or distributing utilities. 

Do you mean that if that man does not want to sell his gas, that you 

can come in and say, “Open that well up and turn it loose in this pipe- 
line here?” 

Mr. Kuykenpati. No. That applies to the pipelines. 

Mr. Yates. Well, it does not apply to a natural gas company, which 
is not already dedic ated to public service, does it ? 

Mr. Kuynenpaui. Well it could not be applicable to a producer, 
I do not believe, because we cannot require any natural gas company 
to enlarge its facilities. We can compel gas connections, to make the 
sale, but not to build a new line—— 


88278—57—pt. 2——66 
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Mr. Tuomas. He has already drilled a well and he does not have to 
expend any money, and as a matter of fact, he is already connected 
with the pipeline, but if he decides that his price is too low and he does 
not want to sell, do you have authority to tell him to open up that 

valve? 

Mr. Kuykenpatu. We do not have the authority to tell him to start, 
but if he starts 

Mr. Tuomas. Supposedly, this is a free country. You do not tell 
these I]linois coal miners, supposing that they do not like the prices, 
do you go to the Illinois coal companies and say, “Listen here, of 
course you own title to this coal, that is right, but that title does not 
mean just. exactly what you think it means. If you are going to ship 
some coal to Texas, we are going to put on some bars”—do you have 
that authority here? 

Mr. Kuypenpat. No. 

Mr. Tuomas. Suppose that these people in Chicago do not have 
enough gas and they come to you. They are already hooked up, and 
if they say down in Texas that they are not going to give it to those 
people in Chicago, do you have authority to go in under this iniquitous 
act and tell the Texas people to open up that “valve ? 

Mr. Kuypenpauy. Yes; we can tell them they cannot stop service 
without our approval. 

Mr. Tuomas. That is terrible; that is terrible. Free enterprise has 
gone to pot in this country, hasn’t it? 

Mr. Yates. Off the record. 

( Discussion off the record. ) 

Mr. Tuomas. And you say: 

As of July 1, 1956, there were 2,131 independent producer “grandfather” cer- 
tificates not disposed of by the Commission. 


You are not worried about them as you can validate them any time. 


No request was made for staff to dispose of this residue of “grandfather’ 
eases in fiscal year 1957 as manpower requirements for this type of case are 
negligible. 


But you say: 


In the past several years the number of pipeline applications of all kinds 
that have been filed with the Commission have been increasing. 


That is the one that gives you the headaches and take a lot of time 
and a lot of man-hours and everything; is that correct ? 

Mr. KuyKkEenpAt. That is correct. 

Mr. Tuomas (reading) : 


During the 1956 fiscal year there were 412 pipeline applications filed as com- 
pared with 300 for 1956 and 1957. Recent changes in the Commission’s rules 
covering filing of pipeline certificate applicattions should tend to slightly reduce 
the number ‘filed and it is now estimated that there will be 400 new’ pipeline 
applications of all types filed with the Commission in each of the fiscal years 
1957 and 1958. 


And you further say: 


In the independent producer category the experience to date is still too meager 
for accurate forecast, although it was estimated a year ago that there would 
be 1,000 “new service” applications filed during the fiscal year 1956. There 
were actually 1,029 applications filed. Proposals have been made for changes 
in the Commission’s rules which might eliminate the necessity of filings by 
certain parties. 
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Then you have two pages with the charts, pages 68 and 69, which are 
in the record. 
NATURAL-GAS RATE REGULATION 


We will put page 72 in the record. 
(P. 72 is as follows :) 
(b) Rate regulation 


(1) Gas rate cases.—Under section 4 of the Natural Gas Act, all natural-gas 
companies subject to the jurisdiction of the Commission are required to file 
proposed increases in rates. The Commission may suspend for 5 months and 
hold hearings on any such proposed changes which appear to be unjust, unreason- 
able, or discriminatory. In this connection the Commission has the primary 
obligation of prescribing rates which will protect the interest of utility customers 
while at the same time safeguarding the rights of the investors. The act requires 
that the Commission shall give preference to the hearing and decision of matters 
involved in suspension proceedings over other questions pending before it. Under 
section 5 of the Natural Gas Act the Commission prescribes just and reasonable 
rates for natural gas companies after hearings held on its own motions or upon 
complaints. 

(a) Rate cases, pipeline 

The number of pipeline gas rate cases initiated during the year decreased from 
22 in fiscal year 1955 to 14 in fiscal year 1956 (chart III, p. 73). For fiseal years 
1957 and 1958, it is estimated that this trend will be reversed and that there will 
be initiated during each of these years 21 rate cases. The average number of rate 
cases initiated each year for the 7-year period prior to July 1, 1956, was 21. 

Entering fiscal year 1957 there were 37 cases carried over from the prior year. 
In view of this situation and the 21 cases estimated to be initiated in each of the 
fiscal years 1957 and 1958 it appears, on the basis of past production, that a 
growing backlog of uncompleted cases would develop. 

Mr. Tuomas. You state: 


Under section 4 of the Natural Gas Act, all natural-gas companies subject 
to the jurisdiction of the Commission are required to file proposed increases 
in rates. 

That applies to even the little bitty ones and the pipeline companies, 
does it not? 

Mr. KuyKENDALL. Yes. 

Mr. Tuomas. To everybody. Off the record. 

(Discussion off the record. ) 


TECHNICAL AND SPECIAL ASSISTANTS TO THE COMMISSIONERS 






Mr. Yarrs. I would like to go back to the chart under tab 15, and 
I refer to the Commission’s box. Can you tell me who the other 
people under the Executive Director are? You have 3 GS-12’s, 1 
GS-11, 4 GS-10’s—I assume that the grades 2 and 3 are secretaries, 
aren't. they ? 

Mr. KuykENDALL. Yes, sir. 

Mr. Yatrs. What are the others supposed to do? 

Mr. Domers. The GS-12’s, there are currently two assistants to 
the Commissioners in there, with a third budgeted for 1958. 

Mr. Yates. Who are they assistants to? 

Mr. Domers. They are technical assistants to the Commissioners. 

Mr. Yates. By “technical” do you mean people trained in the 
duties of the Federal Power Commission ? 

Mr. Stveck. Mr. Connole and I have those two. I have a young 
lawyer who is 6 years out of Harvard University. Because of the 














1896 


great quantity of material thrown at us, I cannot go into the law 
library for research, and I want to be sure that the cases that I cite 
are correct, and these assistants—well, it is just the same as the junior 
and older lawyers in a firm, working together as you know, with 
respect to late filings, within the 30 days’ time that we have, we must 
ms ne up our findings, and we have to have some assistance. 

Mr. Connole’s assistant is a trained economist and he has prepared 
extensive data on rates, to determine which are high or which are 
low, so that we can, within the limited time at our disposal, make an 
intelligent ascertainment whether a man’s rate ought to be suspended 
or let in. 

Mr. Yates. Do they also also prepare opinions for you? Do the 
Commissioners write opinions? 

Mr. KuyKkenpatu. We have a separate opinion writing staff, called 
the Office of Special Assistants. 

Mr. Yates. Well, I was just wondering. I guess time has passed 
me. I remember when I used to be with the Illinois Commission. The 
commissioners used to write opinions, the lawyers wrote opinions—do 
the lawyers on this Commission prepare opinions? 

Mr. Kurxenpatu. Mr. Yates, the reason for this is this, the lawyer 
on the staff may advocate one opinion and the Commission may advo- 
cate an opinion just the opposite. The special assistant is not to be 
on any side of a controversy, that is, when the opinion is prepared. 


OFFICE OF GENERAL COUNSEL 


Mr. Yares. Is the Office of General Counsel separate from the 
Office of the Commission? Is that what the Administrative Proce- 
dures Act has done, separate the Office of General Counsel from the 
Commission ? 

Mr. Kuyxenpatu. I do not think the Administrative Procedure 
Act did that, but in order to carry out the true intent and spirit, what 
I believe is the intent and spirit of the Administrative Procedure 
Act 

Mr. Tuomas. That is when they are arguing before the Commis- 
sion. 

Mr. Yates. Is the entire Office of the General Counsel separate or 
is any part of that Office available for Commission service? I notice 
you have 71 attorneys. Does that mean that all of them are engaged 
in trial activities and therefore not available to the Commission ? 

Mr. Gatcueti. There are some available. 

Mr. Yates. How many of them are available? 

Mr. Gatcuetx. Forty-four. What you are speaking of relates to 
attorneys who are active in a particular case and are not called upon 
by the Commission to write the opinion in that case. The Commis- 
sion has other attorneys under this Office of Special Assistants who do 
nothing but write opinions in those cases where exceptions are filed 
after an examiner’s report and so forth. The special assistants are 
not under the General Counsel in any way. 

In addition, there are other attorneys in the Office of General 
Counsel who have assisted the Commission by writing opinions and 
doing other things. 

Mr. Yares. Who are under the Office of the General Counsel ? 
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Mr. Gatrowety, Who are under the Office of General Counsel. It is 
not a separation of functions throughout the whole activities of the 
Commission. But in the Office of General Counsel, we write all of the 
orders of the Commission and a good many of the Commission opin- 
ions where there has been no staff participation by the one who drafts 
that particular opinion; but the Office of Special Assistants was set 
up so that they could handle the bulk of the Commission’s opinions. 
They are not subject to the General Counsel. The Commission directs 
them as to what kind of opinion they want and they merely go through 
the process of drawing that up. 

Mr. Yates. Is the Commission entitled to ask your advice on legal 
points in a particular case ? 

Mr. Gatrone ti. I think under the Administrative Procedure Act, 
they are. They are not entitled, I would think, to consult the staff 
attorney who has participated in the case, and they do not. 

Mr. Yates. Is the staff attorney under your direction and super- 
vision ? 

Mr. Garcuett, Under my direction and supervision: but in the 
actual conduct of a hearing I do not advise them nor tell them what 
evidence to put in or things of that sort. They conduct the hearings 
just as any attorney would—in accordance with the Commission’s 
policies and court decisions and so forth. 

Mr. Tuomas. With no supervision ? 

Mr. Gatcnetn. Oh, ves; they have supervision, but he asked me if 
they were under my supervision. 

Mr. Yates. Under whose supervision ? 

Mr. GatrcHetn. They are all under one of the Assistant General 
Counsel’s—there is very close supervision. 

Mr. Tuomas. I think what he was trying to say is that they just do 
not have the time. 

Mr. Yates. Yes, I agree with that. I was just wondering if one of 
your assistants is not doing a job properly, can you tell him to do 
the job properly? 

Mr. GatcHe.L. Certainly, when one of my attorneys come to me 
with a problem, as they frequently do, of course they discuss it with 
me. But in drafting an opinion, where there is always a staff attor- 
ney who has participated in the case, we do not use that staff attorney 
in drafting the formal opinion, whether the Commission has decided 
in the way “recommended or contr arily. 

Mr. Yates. Does your staff ever prepare opinions for the Com- 
mission ? 

Mr. Garcuetn. Yes, sir. 

Mr. Yates. Is this Office of Special Assistants something new or 
something you have had for some years? 

Mr. Kuykenpat. It is quite new. 

Mr. Yares. I don’t remember seeing it before. 

Mr. Domers. It has been in existence for a little better than a year. 

Mr. Yates. This was a function formerly performed by whom? 

Mr. Kuykenpatu. Formerly performed by the Office of General 
Counsel. 

Mr. Yates. And what is the advantage of setting it up this way? 
Do you consider there to be an advantage? 
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Mr. KuyKxenpauu. The setup affords to the Commission this staff 
which is available completely for that work. We have a tremendous 
workload and sometimes there were delays to cases while we were try- 
ing to get some attorney competent to write an opinion who had not 
participated in the case. This gives us the manpower that they need. 

Mr. Yates. These are lawyers, are they not, who draft the opinions? 

Mr. Kuyxkenpaty. They are. 

Mr. Yates. They are not subject to supervision at all, are they? 

Mr. KuyKenpatt. No—— 

Mr. Yates. Why should not the General Counsel pass upon them 
and be responsible for the legal validity of the orders and opinions? 

Mr. KuyKkenpau. The General Counsel’s Office does have an oppor- 
tunity to pass upon the opinion after drafted, that is, for questions of 
legality, bearing in mind that the General Counsel may have to defend 
the opinion in court. But he does not participate in the preparation 
of it before that. 

The reason for that is that the Commission is endeavoring to alle- 
viate the criticisms which had been leveled so much, that the lawyers 
who had taken a position in the case could get in privately with the 
Commission in the absence of other parties and could try to talk the 
Commission into their views. 

So, we have eliminated that criticism. But we do, before we issue 
an opinion, provide the General Counsel’s staff with an opportunity 
to check it, not as to whether they like or approve what we have done, 
but whether they think we have done anything contrary to law which 
could not be upheld in court. 

Mr. Srurck. As an example, supposing we had two pipelines com- 
peting for the same territory and in the course of the trial staff counsel 
is convinced that a certificate should be granted to one of those 
contestants. Then counsel for the other will bitterly complain that 
staff counsel will have the opportunity or will at least attempt to get 
the Commission’s attention in the absence of himself. 

Mr. Yates. Yes, I will agree with you. I know what you mean, but 
from what Mr. Gatchell said he advises with the Commission and he 
does not generally participate in the actual trial of the case. There- 
fore, I do not know why the opinion writers could not be under 
him. 

Mr. Srvecx. The answer is this 

Mr. Yates. Off the record. 


(Discussion off the record. ) 
OFFICE OF THE COMMISSION 


Mr. Yates. What are the GS—10’s under that office and the GS-11? 

Mr. Domers. They are confidential secretaries to the Commission. 
There are 5 of them, 1 for each Commissioner. 

Mr. Yates. What do yeu mean by “confidential” secretary ? 

Mr. Kuykenpatt. Well, confidential assistant, a person 
who handles 

Mr. Yates. He is an assistant—nothing confidential about it, is 
there? 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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AMOUNT OF FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


Mr. Yates. How much money did you ask of the Bureau of the 
Budget ? 

Mr. Kuykenpatu. We asked the Bureau of the Budget for 49 
man-years more. We had originally asked for more accountants to 
help bring up that backlog, that big backlog in electrical work. 

The Bureau of the Budget felt that we could not get those account- 
ants anyway, even if we had the money to hire them and, frankly, I 
believe they are correct in that. 

Mr. Yates. How much more money did you ask for ? 

Mr. KuyKkenpatu. I don’t have the total figure. 

Mr. Domers. The dollar figure was considerably more than our 
average salary times the number of man-years by which they had 
reduced our request. The reason being that they were figuring on a 
higher lapse figure. 

Mr. Yates. Nobody has the amount? 

Mr. Domers. Do you have that ? 

Mr. Lanpsay. About $600,000. 

Mr. Domers. That is pretty close to it. We had asked for a total 
of $6,477,000 and they had allowed $5,820,000, that was their original 
figure. 

Mr. Yates. All right, and you asked for how much? 

Mr. Domers. $6,447,000. As you know, we were finally allowed 
$5,900,000. 

Mr. Yares. Were you directed as to where the reductions were to 
be made? 

Mr. Domers. Yes, the chairman has the recap. 

Mr. KuyKkenpa. The licensing of non-Federal hydroelectric proj- 
ects was reduced by 35.3 man-vears; regulations and surveys, electric 
power industry, reduced 514 man-years. 

Mr. Tromas. That is 41. 

Mr. Kuykenpa.u. Regulations and surveys, natural-gas industry, 
reduced 5 man-years; administration reduced by 3 man-years. 

Mr. THomas. A total of 49. 

Mr. Yates. And that is translated into what, approximately 
$600,000 ? 

Mr. Domers. $600,000. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Yates. So it is roughly $500,000, isn’t it ? 

Mr. Domers. That is right. 

Mr. Yates. For 4914 man-years. 

Mr. Domers. Yes, including travel. 

Mr. Yarrs. How much was reduced in travel ? 

Mr. Domers. They did not identify it—what did we originally ask 
for? 

Mr. Linpsa. We asked for $415,000, which was reduced to $340,000. 

Mr. Yates. Did that leave you with enough money to perform the 
duties under the law? 

Mr. Kuyxenpatu. I might say I personally talked with the people 
in the Bureau of the Budget a time or two, and our staff conferred 
with them. I became pretty well convinced that we could not hire 
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these accountants, which were the main part of it. [might say also 
that Mr. Rappaport told me this; that if we could prove him wrong, 
he would suport us for a deficiency appropriation, so in view of the 
fact that we could not, very probably could not get the accountants, 
plus his statement, why, I think that we 

Mr. Yates. Didn’t he give you some money to eliminate the backlog 
in the electric industry ? 

Mr. Domers. The 1957 level was the same as the 1956 level, if I 
remember correctly. 

Mr. Yates. I remember you had a backlog last year ? 

Mr. Kuykenpatu. Yes, terrific. 





RECRUITMENT AND PAY SCALES 


Mr. Yates. And we gave you some money to hire help. Did you 
hire them ? 

Mr. Domers. Yes; they were engineers. 

Mr. Yates. Were you able to hire them ¢ 

Mr. Domers. Not all of them; we are still recruiting. 

Mr. Yates. How many jobs did you have, how many increased 
authorizations did you have? 

Mr. Domers. You mean 1957 over 1956? 

Mr. Yates. Yes. 

Mr. Domers. There was a total for the year of—in 1957, in licensing 
hydroelectric projects, there was actually a reduction of 16 man-years 
over 1956. 

Mr. Yates. Was there a reduction ? 

Mr. Domers. Yes. 

Mr. Yares. Was that by your action or action of the Congress ? 

Mr. Domers. No; that is what we had asked for, if I remember 
correctly. 

Mr. Yates. Then you had received what you asked for, did you not? 

Mr. Domers. We receive an increase in accounting, but there was a 
reduction in the licensing activity itself. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Yates. How many jobs did you get ? 

Mr. Domers. There were eight increases. 

Mr. Yates. Were you able to hire that number of people ? 

Mr. Domrrs. We still have some vacancies. 

Mr. Yates. As of what date ? 

Mr. Domers. As of today. 

Mr. Yates. How many jobs are involved in these eight increases. 
You mean you have not been able to hire the authorized number of 
people? 

Mr. Domers. We have not been able to come up with a net increase 
of eight. We have a turnover where we have replacements to put 
on the rolls. 

Mr. Yates. How big a turnover did you have? 

Mr. Domers. T expect not more than about half a dozen. 

Mr. Trromas. We gave you. about 57 more jobs this year—— 

Mr, Domers. That is right. They were not all in the accounting 
field, of course. The accountants we are looking for are accountants 
with utility experience. 
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Mr. Tuomas. And did you get the accounting workers—we left it 
up to you, with some suggestions, of course, that if you could not get 
more, then you could not get more. 

Mr. Domers. We cannot get the ones we are looking for. 

Mr. Yates. How much are you paying them? 

Mr. Domers. We are paying them up to $10,000. 

Mr. Yares. Is this GS-14? 

Mr. Domers. Right. 

Mr. Yares. And you still cannot get them? 

Mr. Domers. That is right. 

Mr. Kuyxkenpatt The Bureau of the Budget told me there are 
many agencies of the Government who are trying to recruit account- 
ants and that they knew that none of them had been very successful 
and that they did not think that we would be, either. 

Mr. THomas. I suppose that you do not know that the General 
Accounting Office has the practice of having people on the road calling 
on graduating classes of accounting schools and universities and re- 
cruiting the accountants as they complete their studies. 

Mr. Domers. That is right, and there are other agencies that do 
the same thing, but a smal] agency such as ours is un: able to do any- 
thing like that because of the fact that we have so few people on the 
rolls. 

Mr. Yates. What do you pay accountants now? 

Mr. Domers. It ranges all the way from GS-5 to GS-14, like in 
other agencies. 

Mr. Yates. And what is the highest ? 

Mr. Domers. Well, we have grade 15’s. They are division chiefs. 

Mr. Yates. Have you tried to increase the classification for your 
accountants by applying to Civil Service? 

Mr. Domers. No; we have not done that. Frankly, I don’t think 
we would be successful because we require so few accountants and 
the other agencies require so many more that I doubt seriously if the 
Civil Service Commission would permit us to pay any higher salaries 
than the other agencies. 

Mr. Yates. I would think that you would apply to the Civil Service 
Commission if for no other reason than to make a record. 

Mr. Domers. Well, our big problem is getting people with utility 
background, to get accountants with that backgr ound. 

Mr. Yarrs. I suppose that means they also actually go to the 
utilities- 

Mr. Domrrs. To the utilities, themselves; yes, sir. 

Mr. Yates. Well, can you not train them? 

Mr. Domers. Yes, we take on youngsters, but there is a long process 
before a man reaches a point where he can supervise a job in ‘the field. 

Mr. Yares. And after you have trained them, they can get better 
jobs in private industry ¢ 

Mr. Doldens. That is right, and it is a vicious circle. We have lost 
some ope ee accountants in the middle bracket, which is the very 
important bracket. 

Mr. Tuomas. And I will say that we are a little bit concerned about 
the pay scale or classification of the Civil Service Commission for a 
lot of the technical jobs—engineers, chemists and accountants, and so 
on. Under our old American free-enterprise system, if you put the 
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price where it belongs, on a competitive basis, it is going to produce 
the services that it needs and I don’t think there is any doubt about 
it. If the Commission will get busy and put the salaries up to the 
proper compensation level where they ought to be—you must be below 
the salary of private industry for these people, and so we want to 
help you—but the Civil Service Commission, I would not say that 
they are shortsighted, because I think they have done all that they 
can do. They have given you the top of the grade, and that is as far 
as they can go, but it is now going to take some legislation to increase 
that grade and that ought to be forthcoming and if it isn’t, the Gov- 
ernment is going to continue to suffer these losses. 

Mr. Stueck. With respect to the young engineers, I personally tried 
to get a number of young graduates, but $350 is the top we can offer. 

Mr. Apams. About $375. 

Mr. Srveck. And they can go out in industry and get $400 to $450 
to start. 

Mr. Yates. There ought to be a complete overhaul of personnel 
standards. 

Mr. Domers. At least in the professional field. 

Mr. Yares. I think you have a shortage in your Hydroelectric 
Branch and accountants. 

Mr. Domers. Yes. 


VACANCIES IN THE BUREAU OF RATES AND GAS CERTIFICATES 


Mr. Yares. Do vou have such a shortage in other divisions? 

Mr. Domers. Well, we have a shortage of accountants right straight 
across the board. 

Mr. Yates. How many jobs short? 

Mr. Domers. Mr. Kallina, how many vacancies do we have? 

Mr. Katina. There is a table that I have made up— 

Mr. Yarrs. Can you answer my question ? 

Mr. Kauurna. Yes. I apparently do not have the net shortage 
figure, but in the Bureau of Rates and Gas Certificates we lost a total 
of 53 employees in 1956, calendar year. 

Mr. Yates. What kind? 

Mr. Kaira. That is all classifications; 15 of those were trainees 
and temporary employees so the net loss of permanent employees was 
38. The increase in permanent employees of all classifications exclud- 
ing trainees and temporary employees was 57, making a net increase 
of 19. Now you have our figures on what we had for our Bureau. 

Mr. Yates. Well, you say 38 employees and 15 trainees—were tliese 
special professionals? 

Mr. Domers. Yes. 

Mr. Kania. Clerical, as well as professional. 

Mr. Yares. And what was the total of the employees? 

Mr. Karuna. There are 8 clerical employees out of that 38—30 
professional. 

Mr. Yates. How many total do you have in your Department ? 

Mr. Katurna. About 217 for the gross figure. I do not have that 
number on the payroll, I have 200 on the payroll. 

Mr. Yates. Two hundred. What portion of them are specialists? 

Mr. Kaira. Of the 200, roughly about 150. 
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Mr. Linpsay. I have that breakdown. Currently, Mr. Kallina has 
® gross permanent position authorization of 226. That includes 69 
engineers, 63 accountants and auditors, 21 public-utility specialists 
and 25 geologists and 48 in other categories, generally clerical. 

Mr. Yares. That is, the authorized, you have a net total of 226? 

Mr. Linpsay. Yes, sir. 

Mr. Yates. And how many does he have working for him? 

Mr. Linpsay. I think 201 on the rolls at the present time. 

Mr. Katina. Two hundred. 

Mr. Yates Is that adequate to do the job? 

Mr. Kauira. No, sir. 

Mr. Yates. How many more would you need to do the job? 

Mr. Katirna. Twenty-six. 

Mr. Yates. Are you falling behind in your work? 

Mr. Karurna. No: we are not falling behind in our work. We 
cannot do all the work we would like to do. 

Mr. Yates. Such as what? 

Mr. Kaira. For instance, investigations under section 5 of the 
act, some of the investigations we have not been able to start. We 
have analyses and audits under section 4 of the act under which we 
have to short-staff assignments so instead of getting rid of one of 
those jobs in what might be considered a normal period of time, we 
have to extend it because of lack of help. 

Mr. Yates. You said analysis and audit. What does that mean? 

Mr. Katuina. Well, under section 4 of the act, the question as to 
rate increases, the company has to justify any rate increase that it 
has made to the Commission and after the company makes its pres- 
entation to the Commission—we go out and audit the increase and also 
investigate the operation so the Commission will have before it 
a complete check by the staff, to accompany the presentation by the 
company. 

Mr. Yares. And is all of that work done by your Bureau ? 

Mr. Katina. All of that work is done by my Bureau. 

Mr. Yates. From Washington or through the field? 

Mr. Katina. From Washington, but they are located in the field, 
they go right to the office of the company. 


SECTION 5 INVESTIGATIONS 


Mr. Yares. When was the last time you filed a section 5 investiga- 
tion ? 

Mr. Katia. Last week, I believe, I am not certain. 

Mr. Yates. How many have been filed in the last fiscal year ? 

Mr. Kauuina. We have 28 on the books as of December 31, 1956, and 
only 2 of these were instituted in 1955, prior to January 1956. 

Mr. Yates. Only two prior? 

Mr. Katina. To January 1, 1956. 

Mr. Yates. And what is the nature of the cases, of the 28 cases, 
are these gas cases ? 

Mr. Karuna. They are all gas cases. 

Mr. Yates. By pipeline companies? 

Mr. Katina. No, sir; all independent producers. 

Mr. Yates. Well, were there any section 5 cases filed on independent 
producers prior to December 31—there have been only 2 under your 
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jurisdiction of the independent producers, the so-called independent 
producers? 

Mr. Kauirna. One of these cases was reinstituted in November 
1954— that happened to be the Phillips Petroleum Co. 

Mr. Yates. That was up on appeal during all of this period waiting 
to see what the result was ? 

Mr. Karuna. That is right. 

Mr. Yates. And when the court said that you had jurisdiction you 
decided to get to work ? 

Mr. Katia. Not that, so much. Originally the Commissioners 
none of whom are now on the Commission, decided that case first on 
jurisdiction only and that item went on appeal and we made no 
investigation on the merits of that case. 

Mr. Yates. I was confused with the Panhandle Eastern decision. 

Off the record. 

( Discussion off the record. ) 

Mr. Yates. Would you put in the record at this point a list of the 
section 5 cases, one that. shows the independent producers in section 5 
proceedings ? 

(The information referred to is as follows:) 


Status as of Dec. 31, 1956 of investigations of independent producers ordered by F PC 
pursuant to sec. 5 (a) of the Natural Gas Act 


| ‘ 
Docket | Company | Initial order 
} issued 


G-1148__.....| Phillips Petroleum Co.!_. oe f : = ae a: | Nov. 17, 1954 
oe SERRE ge hee Ee eee ee A | May 19, 1955 
oo \Phe Chicago Corp Jan. 27, 1986 
G-9280._.__ | cago Cort tdatcbddsstane euuitstoonta be ee seddédanséd an. 4, 1900 
G-9278 | Alfred C. Glassel, Jr didal tai ecedes bss ei | Do. 
G-9279___....| Stanoline Oil & Gas Co ; : eal Do 
G-9279 Continental Oil Co__- aes ‘ : ‘ Do. 
G-9281_ _._- Western Natural Gas Co__..--. _— ~~ sie w nei Do. 
G-9282 ....| The Altex Corp. ieanaivire iets iphainietdeandanuptetmineaeteiapsiatiinl Do. 
oS ao \The Atlantic Refining Co caataeaereas ay maaNadna aactiae Smegamelen Saree? Do. 
G-9283__.....| Tidewater Oil Co seoutd d is t : ER j Do. 
G-0285_ ......| Ralph E. Fair............-- phi de ahah un igeeeth, bhnnaopca Do. 
G-9286.......| Gillring Oil Co ; : Ticnnes itaaaaart sina . ‘5 Do. 
Goong | }Humble Oil & Refining Co ' Do. 
ieee. <t...5) Os Vi COR... 22.2.0. ; ; Do. 
G-9290.......| The Nueces Co.......-.. Sutak OCU Ma padok a SasRS Cobh Oasesgmnnceces 2 Do. 
9281 ------!\sinclair Oil & Gas Co-.......---- ka _..| May 29, 1956 
G-9942 | Ralph R. Gilster et al. -_.-. i oaeottuas Feb 7, 1956 
G-10414 | Hunt Oil Co SS dint id plang : : --.----| May 17, 1956 
G-10246 J. M. Huber Corp-_-_-- 7 . — ; .| Apr 13,1956 
G-10501 ., Superior Oil Co : : . cee ‘ : c —_ June 4,1956 
G-10615 British-American Oil Co di ; shewe June 19, 1956 
G-10616 .| Kerr-McGee 4 { oa " a natinee Do. 
G-10783__....| Union Oil Co. of Calif oe sage cam outta .--| July 24, 1956 
Gpeperet. 6.4). Fie Gokmtie Oo. . isn os steed ck ka sce Ridkdhcupich toh tal Do. 


1 Data shown herein for rate phase of investigation only. 
2 Investigation of specific sale only. 


Mr. Kauiina. Do you want just a list of the names of the compa- 
nies and the date of the order to investigate ¢ 
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NUMBER OF INDEPENDENT PRODUCERS’ APPLICATIONS 





Mr. Yates. That is right. Does the chart on page 68 show the 
number of applications filed by independent producers ? 

Mr. Katina. That is right, those are for certificates of public con- 
venience and necessity. 

Mr. Yates. Yes, and do I read it correctly as indicating that as of 
this time, during this fiscal year—no, wait a minute, I will ask some- 
body on the Commission to answer this question: How many applica- 
tions have been filed by independent producers? 

Off the record. 

(Discussion off the record.) 

Mr. Katuirwa. That is a composite chart, Mr. Congressman, the 
bottom crosshatching is for pipeline companies and the dotted hatch- 
ing gives you the independents. 

Mr. Yates. And how many is that? 

Mr. Kauurna. For fiscal year 1956, the Commission received a 
total of 962 independent producers, new service applications. 

Mr. YATEs. AN right, and how many during 1957? 

Mr. Karina. In 1957 it is estimated we will receive 1,000. 

Mr. Yates. So that is roughly 1,900 plus? 

Mr. Kauira. In the 2 years. 

Mr. Yates. In the 2 years. How many do you expect to receive 
during 1958? 

Mr. Karuna. We expect to receive 1,000 during that fiscal year also. 

Mr. Yates. Does this include all independent producers subject to 
the Commission’s jurisdiction ? 

Mr. Katina. That is right. 

Mr. Yates. And that is what? 

Mr. Katina. We have up to date figures on that. You asked that 
last year. 

Mr. Yates. I know. 

Mr. KuyKenpatt. Of course, we have this so-called grandfather 
group certificates. 

Mr. Yates. Let us get those in the record. 

Mr. KuyYkENDALL. 4,354. 

Mr. Yates. Grandfather certificates ? 

Mr. Kuyxkenpaty. Yes. I am taking that from page 71. That was 
in fiscal year 1956. 

Mr. Yares. How does this differ from the type of applicants that 
Mr. Kallina testified to? 

Mr. Kvykenpatt. What he is talking about is new service com- 
menced during the year. Those grandfather certificates cover the 
ones who were in business when we started to regulate. 

Mr. Yates. You had 4,350; and Mr. Kallina, how many new serv- 
ice applications—you were supposed to give me a figure. 

Mr. Karina. I am looking for it. I have it here. 

As of January 1, 1957, the Commission had 2,425 rate schedules 
filed which included individuals and combinations of names. Adding 
all of these combinations of names into that 2,425 figure, we get an 
additional 7,442 individuals who were in some way involved in the 
filing of those 2,425 rate schedules giving a total number of names 
of persons who have an interest, independent producers, of 9,867. 
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Mr. Yates. What do you mean when you say 7,742 individuals 
involved in some way 4 

Mr. Karirna. Well, you get a rate schedule— 

Mr.. Yates. Are these individuals under the jurisdiction of the 
Commission ¢ 

Mr. Katurna. Yes, sir. You have a rate schedule which is signed 
by, for example, Stanolind Oil & Gas Co. and to that there may be as 
many as 25, 50, or 100 other parties to the same rate schedule who 
are signatories to that rate schedule. 

Mr. Yates. You mean because they are lessors ? 

Mr. Karta. They have an interest in the production. 

Mr. Yates. Because they happen to be lessors ? 

Mr. Katina. No, not as a lessor 

Mr. Kuyxenpatu. They have a working interest. 

Mr. Yates. Such as what? What kind of working interest do 
you mean? Give me an example. 

Mr. Kaira. As an example, gas sold at 10 cents by the party 
operator 

Mr. Yates. Is that the original producer? 

Mr. Kauuina. That is the person designated by other working in- 
terests to operate this, the individual oper ration, and he makes the sale, 
he operates and makes the sale of gas and all of the parties that com- 
tributed gas to that operator, either as owners of the whole or part 
of any one well or group of wells, they all receive direct remuneration 
from the operator who has sole right to sell that gas for them, and 
so he makes the physical deliveries vand he collects and he gets a per- 
centage for his efforts on behalf of all of the other parties for making 
the sale. He has to parce] this money out to all of these people and 
when the contract is filed with the Commission, all of these partiés‘are 
signatories to the contract. 

Mr. Osrertac. In other words, they are all unitized ? 

Mr. Katina. Some are and some are not. 

Mr. Osterrac. Some may have half an interest in one well? 

Mr. Kauiina. That is right. The unitization is done as a combi- 
nation conservation and—what is the word I am looking for—legal 
device ? 

Mr. Srveck. Only 1 well is permitted in a certain area but the 
ground under which the gas is found may be owned by many people 
and conservation authorities will permit only 1 well in a given area. 

Mr. Katxina. To protect the underground rights of the other peo- 
ple. 

Mr. THomas. And some have 1 unit and some have 300. 

Mr. KuyKkenpatu. And they all share in the sale of the gas, and it 
is to prevent one party from draining the other ones. 

Mr. Txromas. Off the record. 

( Discussion off the record. ) 

Mr. Katina. It is also a matter of equity—that is the word I was 
looking for—to make sure that all owners have their rights protected, 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Yates. You have 4.315 grandfather applicants; 2,425 new 
applicants which also include the consolidated operators. What does 
the Commission do to verify the fact that the operators are charging 
just and reasonable rates? 
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Mr. KvuykKENpDALL. That is one of the reasons for these 5 (a) investi- 
gations, that is the purpose of them, to find that out. Also, when rate 
increases are filed, we frequently suspend them and call hearings on 
those particular rates. 

Mr Yates. Are these 28 investigi itions—you have filed 28 investi- 
gations out of how many applications, some 7,000 ? 

Mr. Karuna. No, those are the 7,000 rate schedules filed—a great 
number of them were accepted on the date when they were filed 

Mr. Yates. They are, too, subject to investigation / 

Mr. Kauurna. Correct. 

Mr. Yates. Well, then, what was wrong with my question ? 

Mr. Kauiina. Well, that is a good question. The answer to it, 
frankly, is that the Commission has been, I think doing an exc ellent 
job of trying to keep current of the filings, and if we had to go back 
and make an investigation of each of those schedules on file with us— 
well, it just is not in the cards right now. 

Mr. Diesy. You asked earlier if we were falling behind in our work. 
If we had the personnel 

Mr. Yates. Well, that is all right. I asked the question about the 
schedules on file. Today the Commission has filed only 28 cases. 

Mr. Diesy. You are talking about Commission filing—we had in- 
itiated a significant 

Mr. Yates. That is the reason I am questioning. One a total of 
3,704 rate increases filed and allowed without suspension. The total 
in dollars was $24,635,574. Did the Commission check those appliea- 
tions? 

Mr. Katina. Every one was checked. 

Mr. Yares. Were they audited? When you say “checked,” what 
does that mean ? 

Mr. Kauiina. Insofar as the tax increases are concerned. That is 
merely a mathematical computation. 

Mr. Yates. I don’t know what you mean when you say that. I 
thought you were talking about an increase in rates; you are talking 
about tax increases / 

Mr. Katina. That is right. A number of these contracts have pro- 
visions whereby if there is any change in the State tax, either up or 
down, the change in the tax would be passed on. 

Mr. Yates. And the purpose of these—there was an increase in 
taxes / 

Mr. Kauirna. That is right. 

Mr. Yates. And preserving the same basic rate schedule other than 
for taxes ? 

Mr. Kauiina. That is right, and we had 2,002 of those and we had 
1,702 other rate increases filed which were not involved in taxes which 
the Commission allowed and that amounted to $17,426,113. 

Mr. Yates. What kind of check did you make of those ? 

Mr. Kauuirna. Those were checked and the kind of check we made 
was to check those rates against the rates being paid others in the 
same area. 

Mr. Yates. What else did you do—in the same field ? 

Mr. Katina. Primarily, yes. 

Mr. Yates. You say “primarily.” What else did you do? 

Mr. Katiina. There were a number of factors. For instance some 
of the pipeline companies in some of their rate proceedings show 
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company production, we had made some checks of their cost of pro- 
ducing their own gas, so we had cost figures in some areas. 

Mr. Yates. Cost of producing gas? 

Mr. Katurna. By the pipeline company, its own production. 


FIXING RATES FOR PRODUCERS OF GAS 


Mr. Yares. How do you fix a fair rate for an independent producer ? 

Mr. Katina. The Commission has to do that. I just give them the 
facts. 

Mr. Yarns. How does the Commission do it ? 

Mr. Katirna. I would rather have the Commissioner answer that. 

Mr. Kuyxenpatu. Well, you have asked a question that is of great 
complexity, very perplexing. Finally, in recent months the first big 
rate cases have come before the Commission for decision after hear- 
ings. We held that the Union Oil Co. and 2 or 3 other producers 
similarly situated with it had not justified a rate increase and we 
dismissed it. The proposed increase amounted to $1 million or $2 
million a year. 

We did not tell them how they could justify their rate increase, other 
than on a cost basis, but it does seem to me to be the only basis that the 
courts have approved 

Mr. Yates. You say cost basis. Perhaps I do not grasp that—you 
are talking about prudent investment ? 

Mr. KuyKxenpatn. Yes. 

Mr. Yates. You are talking about establishing a rate base and find- 
ing a fair rate of return ? 

Mr. KuyKkenpau. Yes, and that is what these companies did not do 
and we held that under the law 

Mr. Yates. They were required ? 

Mr. KuyKenpnauu. Yes, and I think that is the clear effect, myself, of 
the holding in the City of Detroit case against Panhandle Eastern. 

Mr. Yarers. And it is contrary to the previous opinion in the Pan- 
handle case ? 

Mr. Kuyxenvauu. That is right. 

Mr. Yarers. And that leads me back to Mr. Kallina, then, and the 
increases you have allowed. These were allowed on the basis of valua- 
tion used in the Panhandle case; were they not? 

Mr. KuyKkenpautu. That is right, and from whatever information we 
had, we form our judgment, as to whether or not to suspend. 

Mr. Katirna. We gave the Commisison all the information we had; 
in some instances we did have cost evidence. 

Mr. Yates. Do you have any cost data now? Do you have the 
cost data necessary for ratemaking for the 7,000 applicants? 

Mr. Kauuina. 1,702? 

Mr. Yates. Oh, no, I don’t mean those. Let us start with the 1,702, 
yes. 

Mr. Katia. Well, of those 1,702, the applicants will have to come 
forward first and make a presentation. 

Mr. Yates. You have already allowed them. Now I presume 

Mr. Katina. Yes, I beg your pardon, I would like to strike that, 
that was absolutely wrong. 

The Commission allowed those 1,702 based upon the facts presented 
in each individual case. 
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Mr. Yates. The standard you used in the great majority was the 
fair value rather than actual cost? 

Mr. Kauirna. The Commission used that. 

Mr. Yares. Then I take it that in view of what has been decided 
in the Panhandle case, one of these days, the Commission will go back 
to find out whether the present rates are fair and reasonable; won’t 
it? 

Mr. KuyKenpauu. Well, Mr. Yates, what we will do, no doubt, will 
be to take the rates that are highest. We let the rates go into effect 
in our judgment, with all the information we had, we thought should 
not be suspended, which means that ordinarily they were not the high- 
est rates. 

Mr. Yates. Let me ask you this question. 

Do you have the cost data in the 1,702 cases now ? 

Mr. KuyKenpatu. No. 

Mr. Yates. Are you not supposed by law to require cost data by 
those under the act? 

Mr. KuyxKenpatu. No. 

Mr. Yates. Then how can you pass on the adequacy of the rates? 

Mr. KuyKenpatu. When we suspend or do not suspend, we do not 
really pass on the adequacy of the rates, we just decide whether or not 
we think it should be suspended. 

Mr. Yates. Are those subject to regulation required to file annual 
myer 

Mr. Kuykenpauu. Yes. 

Mr. Yares. All of those subject to regulation ? 

Mr. Kuykenpat.. It is a limited annual report. 

Mr. Yates. Well, should you not require, as a matter of fact are 
you not under a duty to obtain the cost data of the companies subject 
to the act? 

Mr. KuyKENDALL. In rate cases, I believe we are, under the law. 

Mr. Yates. Well, how can you know whether the rates are just 
and reasonable unless you know what the costs are? I take it the 
Commission now has a duty of inquiring as to whether the rates are 
just and reasonable of those subject to regulation and therefore, I 
would assume that the Commission would seek to ascertain the basic 
costs of the various companies under regulation. 

Mr. KuykenpAL.L. We have not sought to ascertain basic costs of 
these 9,000 independent producers and I do not believe that is feasible 
or workable. 

Mr. Yares. Don’t you think it is required under the law? 

Mr. KuyKenpbau. No. 

Mr. Yates. I willask Mr. Gatchell. 

Mr. GatcuEe.tL. No; I don’t think so, in the filing of a rate, initially. 
The filing of the June 7, 1954, rate was accepted by the Commission 
as an initial filing, as a sort of pro forma matter and when a:rate 
increase is filed, for instance, the 1,702 that Mr. Kallina referred to, 
then the increased filings pose to the Commission whether they should 
authorize the increase or suspend it. 

The Commission makes, therefore, an examination within the 30-day 
period to decide whether that rate seems to them to be out of line so 
much that they should suspend. 
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Now, the failure to suspend and permitting increases to go into 
effect, is not an approval of that rate as just and reasonable. I think 
before the Commission could find that any rate is just and reasonable, 
the Commission should have the cost data and other data that they 
would require in determining any rate. In the city of Detroit case 
the court of appeals said the Commission had to use the prudent invest- 
ment in that particular facility as the point of departure. 

Mr. Yares. Your point is, in the initial determination the Com- 
mission need not know the cost of the property ¢ 

Mr. Gatrcuei. It need not. I don’t think it is initially required 
to know whether or not the cost of the property—or the average fair 
price in that area 

Mr. Yates. Does that follow from what you are saying, that insofar 
as the initial tariff is concerned the Commission has no ‘duty to deter- 
mine whether those rates are just or reasonable? 

Mr. Gatcuetyi. No; that is a different thing. The original rate 
is not subject to suspension, as is a rate increase. 

Mr. Tomas. Only the rate increase is. 

Mr. Gatcnety. That is right, only the rate increase that is subject 
to suspension. 

Mr. Yates. Does the Commission have a statutory duty to make 
sure that any rates filed are just and reasonable ? 

Mr. Gatcueru. I think that before the Commission can approve 
a particular rate as just and reasonable, it must make an examina- 
tion and I don’t believe the act permits any company to charge rates 
that are not just and reasonable, so I think the Commission has the 
responsibility. 

Mr. Yares. It does have that responsibility ? 

Mr. Garcueti. Oh, yes. 

Mr. Yates. So the Commission does have the responsibility to in- 
quire as to the actual costs with respect to the companies subject 
to its jurisdiction ? 

Mr. Gatcuett. Well, I am not trying to avoid your question, Mr. 
Congressman, now, but I think when you make that statement that 
you are assuming that the Commission has an obligation under the 
statute to examine into the initial rates filed. 

Mr. Yates. Iam not saying that at all. 

Mr. Garcuetn. Well, if you are not saying that, I will agree with 
you. 

Mr. Yares. But it does have the duty to make sure we are just 
and fair. With respect to the increase, the question of suspensions 
comes up. 

Mr. Garcueti. Right. 

Mr. Yates. And we are not talking about suspensions. We are 
talking about fixing just and reasonable rates. The Commission has 
that burden with respect to all companies subject to its jurisdiction: 
does it not ? 

Mr. Garcuetn. Yes, sir. 

Mr. Yates. All right, this is done whether they obtained grand- 
father rights or whether they filed applications subsequently ? 

Mr. Garcnety. Correct. 

Mr. Yates. In the determination of just and reasonable rates, the 
Commission would have to know what the costs are; would it not? 









le 













1911 


Mr. Garcuent. I think the Commission must 
Mr. Yares. What is the Commission doing to obtain the cost data? 
Mr. Kuykenpatu. We are gathering that in the rate ce: ises, includ- 

ing the 5—A investigations and suspended-rate cases. Of course, in 

the suspended cases ‘the burden is on the parties who seek the perma- 
nent allowance of the higher rate and, as I explained, recently we 
disallowed some of those cases because they have not supplied the 
cost evidence, and in the other dockets where we have 5—A investiga- 
tions going, the staff has made cost studies, for instance, in Phillips 
and a number of others—including Sinclair. 

We are undertaking to dispose of our 5—A investigations and our 
suspended-rate cases rather than making a wholesale investigation of 
these 9,000 producers. 


VALUE OF UNIFORM SYSTEM OF ACCOUNTS 


Mr. Yatrs. What do you do with respect to the hydroelectric com- 
panies? Do you require them to file cost data ? 

Mr. KuyKkenpatu. Yes, sir; but the Commission has not required 
that in respect to the independent producers. 

Mr. Yates. Why haven’t they ? 

Mr. Kuyxkenpatu. Well, in my opinion, it would not be feasible 
at this time, it would be completely unworkable. We would spend 
more time trying to enforce—we would need a much larger staff just 
to attempt to enforce that, out of all proportion to the value we would 
get out of having it. 

Mr. Yares. Enforce what? 

Mr. Kuykenpau. The uniform system of accounts. 

Mr. Yates. But isn’t that what you are directed to do? 

Mr. Kuyxenpaty. No. 

Mr. Garcue.t. I think we really run into the difficulty that most 
of these gas wells are operated by oil companies, and the gas was 
discovered incidentally to oi] production, and they have not been iso- 
lated as to gas and oil operations. That is to say, one of the big 
problems they both face, is how to make the allocation. That is the 
problem, of allocation. 

And the second problem the Commission has approached is the 
question of a 

Mr. Yates. Well, the fact remains that under the Jaw the alloea- 
tion has to be made? 

Mr. Garcuety. And it is being made, and we have already a great 
many of these 5 (a) cases, some have been heard, they are being heard, 
and we are proceeding to do that. I assume as time goes on ‘that we 
will see that they are faced with this court decision and will cooperate 
with it 

Mr. Yares. Off the record. 

(Discussion off the record.) 

Mr. Yates. With respect to your hydroelectric companies, the 
Commission places the initial burden upon the companies to separate 
the costs, does it not? 

Mr. GatcHEtL. When you speak of the hydroelectric companies 

Mr. Yates. The electric companies. 

Mr. GarcHeLi. You are speaking of electric companies. In the elec- 
tric field the Commission, from 1935 on, when we first set up the system 
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of accounts applicable to those companies, it has had those companies 
keep their accounts so that it can determine their original property 
investment. 

I might say the Commission has written down by $1,600 million the 
accounts of interstate electric companies, without a single court re- 
versal. It was able to do that because the companies first complied 
with the system of accounts as they were able to do, and we did not 
think that it was at all impractical ; secondly, because the Commission 
was able to go out and make the accounting investigations. But to 
make a similar one of the independent producers would require more 
than all of the other work—it would require a tremendous staff 

Mr. Yates. With respect to electric companies, didn’t the Commis- 
sion set up the system of accounts—or did it require the companies to 
file their reports in accordance with your system of accounts? 

Mr. Gatcnem. Yes, sir. 

We first, in 1937, directed the electric companies to set up their 
accounts in accordance with the Commission’s system, using as a 
basis the system previously adopted by the Commission for licensees 
constructing licensed hydroelectric projects. 

Mr. Yates. What does the Commission do with respect to pipeline 
companies subject to Commission jurisdiction? There has never been 
any question about the pipeline companies being subject to your 
jurisdiction ? 

Mr. Garcuet.. No, sir. 

Mr. Yates. With respect to pipeline companies, you have the same 
difficulty of allocation of costs, don’t you? 

Mr. Garcuett. No; because they operate as pipeline companies, as 
a single business, and they have kept their accounts in accordance with 
the Commission’ system. They filed very detailed annual reports, 
which gave the Commission cost data, and therefore when we come 
to check a rate increase, we have the data at hand. 

Mr. Yates. Were any of these pipeline companies in the oil business, 
too? 

Mr. Gatcreiy. If they were, and I don’t doubt some were—— 

Mr. Yates. Well, Phillips. 

Mr. Gatrcuetn. That was not a pipeline company; that was a 
producer. 

Mr. Yartrs. That is correct. 

Panhandle Eastern does have oil? 

Mr. Garcuety. If they had oil, I would presume it was operated 
as an entirely separate business. 

Mr. Yares. How were they able to segregate the costs? 

Mr. Gatcuety. Well, your pipelines really started in a big way 
after the act of 1938 was passed. They had no market before that, 
they had no rates, and the act, the Natural Gas Act, made it possible 
for these pipeline companies to make the investments, and in making 
the investments they would keep their accounts in accordance with 
the Commission’s system, and therefore the Commission was not faced 
with a fait accompli, as in the producer field. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Yares. We are away from my question. My question was: 
Were any of the pipeline companies in the oil business, and were they 
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not faced with the necessity of having to separate their oil and gas 
business ? 

Mr. Gatcuett. I cannot answer whether they were or not. 

Mr. Yares. Were there none in that cateataan’ 

Mr. Kuykenpaty. Mr. Rainwater might know that. 

Mr. Rarnwarer. I don’t think any had a substantial amount of oil 
business and, if they did, they treated their oil by crediting the oil 
back to gas—in other words, it was such a small part that they did 
not consider it as a separate department. 

I think Panhandle originally had a little oil, but it did not amount 
to anything. 

Mr. Tuomas. The point is they did not use the same pipelines for 
oil and for gas, there were two separate pipelines, so it was fairly 
easy to separate them. 

Mr. Yarrs. But that is still not answering the question. You are 
talking about the difficulties of segregating the cost of producing gas 
and the cost of producing oil, and this business of separation of costs 
can be done? 

Mr. Garcenety. It can be; yes, sir. 

Mr. Yates. What is the Commission doing about it? You are doing 
something with respect to the increases, you said ? 

Mr. Garcnety. That is right. 

Mr. Yates. What about the cases of your big producers, what about 
your big producers who have both oil and gas? 

I know when I was with the [Illinois commission, we also had to 
wrestle with questions of mixed costs. The commission was able to 
come up with a formula. If the utility did not feel that the formula 
was fair, it went to court, and the court had to pass on it. Neverthe- 
less the effort was made. 

I am now trying to find out whether the Commission is making such 
an effort in those cases. 

Mr. KuyKenpatu. The Phillips Petroleum Co.—our last extended 
hearings were just recessed last week, and I think when they recon- 
vene for cross-examination, that will be the conclusion of the case. 
There was a great deal of evidence about allocation of costs in that. 

The Commission has some other cases where those cost-allocation 
problems are squarely up to the Commission, and those cases are com- 
ing to us fairly quickly now. 

Mr. Katurna. I would like to add that in these 5 (a) investigations 
the Commission is undertaking now, that at least half, if not more, of 
my staff work is being spent on that allocation problem. 

Mr. Yarers. In this Union case, do you have that problem ? 

Mr. Kuykenpatu. No; there was no cost evidence submitted in that 
case. 

Mr. Yates. I have not seen your order, but I am asking the further 
question : 

Did you suspend the tariff on the ground they did not submit cost 
data ? 

Mr. Kuykenpau. No, but on the ground that the rate filed might 
be unust or unreasonable or unduly discriminatory. 

Mr. Yates. It is up to the utility, then, to bear the burden of proof, 
and they have to show you what the costs are. You ask them to pro- 
duce the costs ? 
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Mr. KuyKenpaui. We give them leeway to produce any evidence 
that they want to, and they concluded the case without submitting cost 
evidence. 

Mr. Diesy. You are talking about Union Oil of California, and he 
is talking about Union Oil of Louisiana. 

Mr. KuyKxenpa.., I think we are talking about the same case. 

You asked about the cost—that was the Union of California. 

Mr. Yares. Yes; I did not know about the other in Louisiana. 

Mr. Diesy. You asked, I mean, about suspension. 

Mr. KuyKenpat.. I think that we are both talking about Union Oil 
of California, where we also suspended the rate, because we thought it 
might be excessive. 

think we are talking about the same thing, Mr. Congressman. 

Mr. Yates. Well, the Commission is not doing anything currently 

with respect to any of the increase cases to obtain 





SECTION 5 INVESTIGATIONS 


Mr. KuyKkenpatyt. We have a lot of 5 (a) cases. 

Mr. Yares. These are cases of suspending ? 

Mr. Kaira. Section 4 is suspension. Section 5 is investigation 
on the Commission’s own motion. 

Mr. KuyKkenpatu. We now have seven dockets involving 5 (a) in- 
vestigations which have been set for hearing. Of course, we have 
Phillips, which is well along toward conclusion. We have 69 dockets 
involving suspension, IP cases, meaning independent producers under 
section 4, set for hearing. We have 47 dockets involving independent 
producers in which hearings have been concluded and at least 1 is now 

fore the Commission, or the examiners have written opinions, and 
the hearings are over with. 

Mr. Yates. But the Commission has done nothing with respect 
to the filing of rate schedules on the basis of original costs? 


SYSTEM OF UNIFORM ACCOUNTS FOR INDEPENDENT PRODUCERS 


Mr. Kuykenpauu. We have not endeavored to establish a system 
of uniform accounts for independent producers 

Mr. Yates. Don’t you think you will eventually have to come to it, 
in the absence of legislation like the Harris bill? 

Mr. Kuyxenpauu. Mr. Yates, I question—I would not want to be 
dogmatic, but I don’t know whether that will ever be advisable or not, 
assuming the law remains as it is. There are too many of them in 
business, too many small ones, too many in business today and out 
tomorrow. 

Mr. Osrerrac. Off the record. 

(Discussion off the record.) 

Mr. Srurcx. When I got into this thing at the beginning, the first 
blush was that the cost approach would produce a lower cost to 
the consumer, and that is not so. 

Mr. Yates. If that is not so, that is perfectly proper—lI believe 
that the cost basis permits, I was going to say, an easier approach, 
but a more hapnpenbeiidie approach and better regulation which is 
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Mr. Sruecx. I know this, that a company can prove the exact cost 
that they buy gas for in place in the ground, from the people who 
own the ground, they may pay them 4 cents for every million cubic 
feet of gas brought up, but by the time that the gas was gathered for 
the market, it cost that company 19 cents and the same gas could be 
bought on the open market in the same area for 15 cents, so certainly 
it would be inadvisable to hold fast to that company’s costs 

Mr. Yates. And then we come to the question of prudent invest- 
ment; don’t we? 

Mr. Stvueck. Not necessarily. The essential difference between 
the pipeline company and the producer is that in the pipeline com- 
pany you have the fixed element of what the pipeline company paid 
for the gas. With producer, the difference is, how much should be 
allowed for the natural resource—natural gas—on today’s market 
in a given field -—— 


ESCALATOR CLAUSES 


Mr. Yates. What does the Commission do about escalator clauses; 
does it allow them automatically ? 

Mr. Kuyxenpatu. No; we suspend almost all increases based on 
those. There might be some where the working of the escalator clause 
still would result in what we thought was a lower price—— 

Mr. Yates. The fact that a contract contains an escalator clause 
does not necessarily permit a rate covered by the escalator clause to 
go into effect automatically ? 

Mr. KuyKkrnpatu. No; it does not. 

Mr. Yares. It is still subject to the same test as any other increase 
that would be before the Commission ? 

Mr. KuykenpDatz. That is right, and subject to suspension. 

Mr. Tuomas. They are rewriting a contract that was gone into 
solemnly and honestly and with a full constitutional background. 
Now this body comes along and suspends that contract and rewrites 
it for them. 

Mr. Yates. And is that true of the favored-nation clause? 

Mr. Kuyxkenpati, Yes; in all types of escalator clauses which pro- 
duce an increase, we have a look not so much at the type of clause but 
to the result that it has produced—what the rate looks like, whether it 
is a moderate rate. If it is too high, it should be suspended 

( Off the record. ) 

( Discussion off the record.) 


INDEPENDENT PRODUCERS’ ANNUAL REPORT 


Mr. Yates. What is the nature of the annual report required of 
independent producers? What do you ask them to give you? 

Mr. Karina. The Commission last year prescribed the form of 
annnual report which, frankly, was good only for that 1 year, and 
that primarily was the reason for asking them to give us the caleu- 
lations and the total amounts of dollars so that we could check their 
computations, so that we could make computations and check exactly 
what the rate calls for, which is sometimes quite complicated, as you 
know, and that was the type of report we got last year and we checked 
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every one or we are just in the process of finishing now the checking of 
each one of those reports. 


COST DATA BASIS 


Mr. Yates. Now, on page 83 of your justification you say : 

It is important to note that the estimated manpower requirements for fiscal 
years 1957 and 1958 is based upon the assumption that the type of evidence 
previously relied upon by most of the independent producers will continue to 
be presented in support of their requested increases in rates. Such presentation, 
in the main, consisted of statistical compilations of sales prices in various 
producing areas and related economic testimony. If the independent producers 
present evidence consisting of comprehensive cost data involving allocations 
among natural gas and other operations it appears that the independent pro- 
ducer suspension proceedings will necessarily go through the same processes 
and pattern as a pipeline company rate increase suspension case and will be 
just as time consuming. As a consequence, dependent upon the type of presenta- 
tion made by the independent producer applicants, it may be necessary to re- 
appraise the estimates herein for fiscal year 1958 with respect to this function.” 

Should this paragraph be changed in view of your testimony this 
morning on the Union Case? 

Mr. KvyKxenpauu. Yes; I think this paragraph undoubtedly was 
written prior to the Commission’s decision. 

Mr. Karuna. This was written before that and the other decisions. 

Mr. Yates. So the Commission now intends with respect to increases 
that data shall be furnished with respect to the cost of investment and 
operating cost? 

Mr. KuyKxenpatu. That would be my view. Of course, the Com- 
mission split 3 to 2 on that decision. 

Mr. Yates. Is it the majority view? 

Mr. Kuyxenpatn. Yes. My view is the majority view. 

Mr. Yates. And that is the view at the present time ? 

Mr. KuyKenpat. Yes. 

Mr. Yares. That is the view that has been sustained by the courts, 
is it? 

Mr. KuyKkenpatu. Yes, I think it is and I think certainly the city 
of Detroit case compelled the decision reached in the Union case—— 

Mr. Diesy. I would like to say, talking about Union of California, 
it was 3to2. Iam 1 of the 2, and we took the position that the record 
should be reopened for the purpose of receiving the costs and not dis- 
missed. We did not take the position that no cost information was 
necessary. 

Mr. Kuykenpatu. That is true. That should be clarified. 

Mr. Strureck. Or any other information we felt was needed. 

Mr. Yares. All five Commissioners take the view that cost data 
is required, I take it from Commissioner Digby’s statement, that cost 
estimates should be submitted. 

Mr. Diesy. It appears to me that the Panhandle case—that the 
cost information was a point of departure, that case did not hold that 
the investment cost had to be applied. This rather embraced the 
effort of the Commission to fix the rate on the just and reasonable 
commodity price, but it was pointed out that was a point of departure 
from the—in other words, to show the necessity for additional finan- 
cial interest. 
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Mr. Yates. I take it this is where you and Commissioner Digby 
separated ¢ 

Mr. Kuyxenpatu. No, I am in agreement with him. Where’ we 
disagreed was that the three of us felt that the company had had 
full opportunity. 

Mr. Tuomas. That they had all the opportunity and did not do 
it and it was their responsibility to make a case? 

Mr. Kuyxenpatu. That is right, and we thought it was time to 
conclude the case and that they had had full opportunity, and it should 
be dismissed. The minority felt that we should give them another 
chance. 

LACK OF QUALIFIED PERSONNEL 


Mr. Yates. If that is true—do you have sufficient personnel to deal 
with this question of increases in independent producer cases if you 
apply tue cost standard ? 

ir. Katina. Mr. Yates, I think that in the record you have, I think 
the chart would answer your question—that is, we would have to 
conform our work to the availability of adequate personnel and we 
are trying desperately to get all of the men with experience that we 
‘an and to take only that number of inexperienced personnel that we 
feel we can handle and train at the same time without cutting down 
the efficiency of these experienced men and this program in the whole 
budget as set up here is to try to spread our work over a 3-year period, 
to keep it as current as possible and reduce the backlog each year— 
we just cannot get the help. 

Mr. KuyKenpauu. And the answer, I think, is the same as I gave you 
a year ago, and that is that I thought that we had all the money that 
we could spend. It turned out to be true. We could not hire the 
people, and we are now in the same position. If later, we felt that we 
could get them, we would try to prosecute a supplemental appropria- 
tion. 

Mr. Yares. Allright. Let me see if I have anything else. 

It is interesting to find, in view of our discussion, a paragraph that 
appears on page 96: 

Since rate regulation is to a great extent an accounting process for determina- 
tion of earnings, rate base, and other factors, the effectiveness of such work is 
heavily dependent on a sound, uniform system of accounts to be observed by 
utilities subject to the Commission’s jurisdiction. In addition to the need for a 
clear statement of the rules and applicable accounting principles, it is necessary 
also that there be surveillance that the intent of the system of accounts is 
observed by the subject utilities. Accountants responsible for ratework of neces- 
sity must coordinate with accountants responsible for accounting regulations in 
order that there be consistency in interpretation of applicable principles of the 
system of accounts and accounting policy. In many rate matters which involve 
no field audits or formal hearings, annual reports of the utilities on preseribed 
forms supply much of the data needed for such ratework. 

I suppose that this in great measure expresses the Commission’s 
viewpoint, inasmuch as it appears in your justification ; and it expresses 
my point of view, too. 

Mr. KuykeEnpA.L. I notice we were talking about utilities and not 
producers. 

Mr. Yates. Well, what is the producer ? 

Mr. Kuykenpat. He is a natural-gas company under the law, in 
the Phillips case 
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Mr. Yates. Well, Commissioner, I suppose you and I could sit here 
for an hour arguing about the distinction you are seeking to draw. 

Mr. KuyKenpA... I agree, but we were speaking of utilities. 

Mr. Yates. Well, if a natural-gas company is subject to public- 
utility regulation it certainly should be considered a public utility. 
“A rose by any other name would smell as sweet.” 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


REGULATION OF INDEPENDENT PRODUCERS 


Mr. Vursexw. I have 2 or 3 questions and I will try to make them as 
brief as possible. This isa sort of general question : 

Assuming that the Supreme Court had not made the decision bring- 
ing the vetheving of gas at the wellhead under the purview of the 
Federal Power Commission, since that time until now, have you any 
idea of the number of man-hours that have been put in to try to 
straighten this mess out? 

Mr. Kuykenpatu. I cannot give it to you offhand. Maybe some of 
the staff have it. I think we could develop that figure from our cost- 
accounting work. 

Mr. Voursetxu. If you could develop those figures for the record I 
would be pleased to have them just in the event we might have a 
further discussion with reference to this problem. 

Mr. Domers. We can do that. 

(The information referred to is as follows :) 


Manpower devoted to regulation of independent producers of natural gas 


Man-hours | Man-years |_ Salaries 


NN ks sneha eedinaeee 179, 763 91,2 $507, 47 
Fiscal year 1956 . 224, 870 107. 6 | 681, 21: 
Fiscal year 1957 (July 1, 1956 to Feb. 9, 1957) LLL. 205, 701 98.9 | 623, 558 





Mr. Kuykenpauy. We will supply for the record the total man- 
hours that we have spent on Erie er, work. 


Mr. Voursewu. If this burden had not come upon you people, you 
could have utilized the same manpower and the funds and have had 
your investigations and your work up a good deal more current than 
it is now, with the result that hundreds of thousands of people, pro- 
ducers, would not have been perplexed by this; and at the same time 
the public would have gained not only by saving the taxpayers money 
but with considerably more tranquillity to the producers and free 
enterprise at the same time. 

Mr. Tuomas. Is that a question ? 

Mr. Vursetu. It is a question if he cares to answer it. 

Mr. Diesy. I think that the consumer would have cheaper gas 

Mr. Vursetx. I think I would like to comment that you cannot 
have a consumer of any article of necessity in this country unless you 
have a producer at the same time; and isn’t it a fact that if you 
hedge the producer so that it means higher costs for him to produce 
that article you control the price to the point where he does not find 
it profitable to do it, and I have reference to gas. Now, does it not 
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follow, as a logical deduction, that a shortage of gas would be caused 
which would cause the gas to the consumers to be higher throughout 
the Nation ? 

Mr. KuyKenpatu. Well, of course, we could perhaps keep the price 
down but we could make it so scarce that there would not be enough 
to go around and that is not our intention. Our intention is to fix 
prices that would be fair and give the producer an incentive to explore 
and develop. 

Mr. Vurseti. And it would tend to prevent the consumer from 
having the gas that he would be glad to have and it would also weaken 
the power potential and the economy of the country as well; is that 
not true, if those conditions were brought about ? 

Mr. Kvykenpauu. That would be true if regulation were of the type 
that you have mentioned. 

Mr. Yares. Off the record. 

(Discussion off the record.) 


LICENSING OF NONFEDERAL HYDROELECTRIC PROJECTS 


Mr. Vvursett. I note that on page 25 in the first paragraph you say: 


After 6 years the Federal Government may take over public utility projects— 


and I also note, if I understand from reading it—am I right in assum- 
ing the Government’s lowering of the rate—it does not try to make a 
profit on the power for the Government? 

Mr. KuyKenpauy. Mr. Vursell, I don’t believe the Government has 
ever taken over any projects—yet. 


Mr. Vurseiu. They don’t take over 

Mr. Kuykenpatu. We have not had any—the licenses have not 
expired yet. 

Mr. Vursety. I may be misled by the reading. The justification 
states that after the time of 50 years the Government may take over and 
I think for the first 20 years there is an amortization amount set aside 
and then if the Government does take over, then everything was for 
free except the necessary cost of running the utility and no profits to 
accrue toanyone. Isn’t that the purport of the law? 

Mr. KuyKkenpa.u. I guess so. We don’t know what rate the Goy- 
ernment would charge—that isn’t spelled out. 

Mr. Gatrouet.. Mr. Vursell, I think you are talking about two dif- 
ferent things. The act says that if a project is constructed under 
Federal jurisdiction by a licensee, it has to agree and accept in the 
license that the United States may take it over at a price arrived at 
by a certain formula. The United States has the right to take over 
any property within its borders if it has a constitutional purpose for 
the acquisition and this section 14 of the Federal Power Act merely 
sets out the formula that the acquisition price could be arrived at. If 
a licensed project should be taken over the act does not say who will 
take it over nor what rate would thereafter be fixed. That would 
have to be a matter for subsequent legislation and the occasion has not 
come around since most of the licenses run until at least 1970 and 
from then on. 

Mr. Vurseu. I notice that at the beginning of page 27, it starts 
talking about the magnitude of the workload and so forth and you are 
familiar with that entire page there, that sets out a great many perti- 
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nent facts, and then when you get over to page 29 you will note that 
you are having trouble in keeping up with the inspections and the 
necessary investigating work to the point that the companies operate 
on a rate basis that is excessive of the real costs, which costs the public 
many thousands of dollars and it could run into millions of dollars 
and apparently that condition does not arise until you are so far 
behind that you could not make these inspections current enough and 
then those abuses set in, and that is on page 29. 

Now, in view of the facts set out on those pages I am wondering if in 
this budget you are requesting more employees to bring this particular 
phase of the work up to where it should be. It would seem to me 
like that would be almost an emergency, from my firsthand reading 
of this in the last day or two. 

Now, I presume that you have made a request for some extra man- 
power covering this activity ? 

Mr. KvuyKenpatt. I believe, Mr. Vursell, that the request that we 
have made would be enough to hire any competent people we could 
get during the next fiscal year. 

Mr. Vursez. Mr. Chairman, I think that this group is doing a very 
good job within the limits of their opportunity to do it. 

Mr. THomas. You mean within that Supreme Court decision ? 

Mr. Vursett. Yes; embarrassed and fettered and inhibited, if you 
please, by that Supreme Court decision and also inhibited to a certain 
extent by the economic conditions of our country which lead us people 
on this side of the table to try to get all of the work done possible 
through the officers and employees of this Commission at the least 
possible amount of cost. I think under these inhibitions that they 
are doing a very good job and I am glad to see that you are honest 
enough to come in here and say that you are doing the first things 
first, the things that are most necessary, which in my opinion shows 
good judgment and very good, patriotic motive on the part of Mr. 
Kuykendall and his associates, Mr. Chairman. 

And after passing along that compliment, I suppose I should make 
this observation, that we have to exercise, in my judgment, in ap- 
proaching this entire budget in every department in this Congress 
and T hope in subsequent Congresses, with the hope that we can slow 
down the constant increase in the cost of the Government overall, be- 
cause T do not believe that you can take such a tremendous tax bite 
out of the people of this country year after vear without bringing 
about a result that could be disastrous. 

Mr. Yates. That would curl your hair. 

Mr. Vursett. And I make that suggestion so that vou will not be 
disappointed if you don’t get all the funds you requested. 

Mr. THomas. That isa statement which we can all agree with. 

Gentlemen of the Commission, you and your staff, it is always nice 
to see you and we think that vou are doing a tremendous job, a diffi- 
cult and technical and skilled job, and you do it with dignity and 
honor and we hear no bad news from you so we are all proud of you. 


NUMBER OF VACANCTES 


At this point in the record insert the number of vacancies you have 
in jobs as of January 1 of this year. 
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(The information is as follows :) 


Under the Commission’s 1957 budget it was estimated that a maximum strength 
of 750 would be’ attained by June 1957. However, that figure must be reduced 
by at least 15 employees due to the fact that the Commission’s funds for salaries 
of additional employees have been reduced by some $66,000. This monetary 
reduction resulted from : 


Salary increase for the Commissioners under Public Law 854__________ $25, 500 
Increase in salary rates for engineers under Civil Service Commission 
Departmental Circular No. 793, Supplement 12..-_--_..---._-_--_-_~ 18, 895, 
Increase in wage board salaries due to action of Interdepartmental 
SRE: WOO Te nen epee 3 in eee eatin ae 2,100) 
Lump-sum leave payments (retirees, etc.), July 1, 1956, through Febru- 
ary 9, 2007... ........-._-.--. cee eee ae 19, 686: 
ON ii inlet he Sate alsa acigaetiatilli kick ns ccisiaieigesss aie maintained 66, 181 


The fund reduction itemized above would operate to reduce to approximately 
735 the maximum number of permanent positions which could be expected to be 
filled by June 1957. The January 1, 1957, strength was 712, and on this basis 
the difference between the January 1, 1957, strength and the revised June target 
figure is 23 positions. 


Mr. Tuomas. All right, gentlemen, thank you. 
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Tuespay, Fesruary 26, 1957. 
GENERAL ACCOUNTING OFFICE 


WITNESSES 


JOSEPH CAMPBELL, COMPTROLLER GENERAL OF THE UNITED 
STATES 

FRANK H. WEITZEL, ASSISTANT COMPTROLLER GENERAL OF THE 
UNITED STATES 

JOHN F. FEENEY, ADMINISTRATIVE OFFICER 

E. L. FISHER, GENERAL COUNSEL 

ELLSWORTH H. MORSE, JR., DIRECTOR, ACCOUNTING AND AUDIT- 
ING POLICY STAFF 

LAWRENCE J. POWERS, DIRECTOR, DEFENSE ACCOUNTING AND 
AUDITING DIVISION 

ADOLPH T. SAMUELSON, DIRECTOR, CIVIL ACCOUNTING AND 
AUDITING DIVISION 

HARRELL O. HOAGLAND, DIRECTOR, TRANSPORTATION DIVISION 

A. BANKS THOMAS, DIRECTOR, CLAIMS DIVISION 

HERSCHEL J. SIMMONS, CHIEF, BUDGET AND FINANCE BRANCH 


SALARIES AND EXPENSES 


Program and financing 


1956 actual | 1957 estimate 1958 estimate 


Program by activities: 

1. Office of the Comptroller General $27, 460 $32, 
. Office of the Assistant Comptroller General : 

. Office of the assistants to the Comptroller General. ___- 
. Office of legislative liaison 

. European br: 

i Oe BI IIIIID ,  nns cedincoccescencesaseceacece 
. Accounting systems division 
. Office of administrative services 


- 





. Transportation division 

. Division of audits 

. Division of personnel 

. Office of the general counsel 

. Accounting and auditing policy staff 

. Office of staff management 

. Defense accounting and auditing division 
. Civil accounting and auditing division 

. Field operations division 

. Far East branch 


w 
Base 


8| SSeReeEe : 
| $8S2 


. Relation of — to obligations: Obligations incurred 
for costs of other years, net 


Total program (obligations) 
Unobligated balance no longer available 
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Obligations by objects 
1956 actual 


1957 estimate | 1958 estimate 


Total number of permanent positions 

Full-time equivalent of all other positions 

Average number of all employees... _..................---....- 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
SE VOTRES CONES «660 lis dchenanpehnine ae atgpaatditite oda 
Average grade 


Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base 
Other payments for personal services. -_-.............. 


01 


‘Total personal services 

Travel ‘ 
Transportation of things_..........-.. Scan cade ne oetore 
Communication services . 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions: 

retirement fund 


SSRESR 


Se 


Contribution to 


i 
~ 


“ 
obo 


Refunds, awards, and indemnities................--.....- 
Taxes and assessments. -.-......-- pkneieheeiaedsabiaauand 


Total obligations - 


Pensions, annuities, and insurance claims__.............- 


5, 908 


6, 022 
6 
5, 811 

















a, 
’ 

- Me 
: | 
, * 
’ 
~ 

2, , | 


$30, 959, 755 
72, 645 


207, , 600 
31, 240, 000 
1, 500, 000 
100, 000 
155, 000 

185, 000 | 
150, 000 
174, 800 
177, 700 

200, 000 | 
90, 000 


~ 17, 500 | 
5, 000 
5, 000 | 


34, 000, 000 | 


Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation _- 

Obligated balance brought forward 
Increase in prior year obligations... 
Restored from certified claims account. 


Total budget authorizations available -_-- 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authofizations - -- _- 
Out of prior authorizations__ 


Tota] expenditures 
Balance no longer available: 
Unobligated (expiring for aani.. 
Other -_. 
Obligated balance carried forward_- 


Total expenditures and balances_--.........-..--.-- 


1956 actual 


$33, 481, 000 
1, 957, 786 
5, 000 


|—_______ a 


.| 35, 443, 786 


31, 442, 128 
1, 942, 371 


| 1957 estimate | 


$34, 000, 000 | 
1,5 | 


19, 191 | 


30, 000 | 


, 549, 191 


| 


32, 300, 000 | 
1, 529, 191 hee 


37, 800, 000 


| 1868 estimate 


$37, 800, 000 
1, 720, 000 


39, 520, 000 


35, 900, 000 
1, 720, 000 





33, 384, 499 


523, 169 
16, 927 
1, 519, 191 


35, 443, 786 





~ 83, 829, 191 | 
43 


~ 1,720, 000 





35, 549, 191 


37, 620, 000 


89, 520, 000 
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Mr. Tuomas. Will the'committéé please come to order ? 

We have with us this morning our friends from the General Ac- 
counting Office. It is nice to have with us again the Comptroller Gen- 

eral of the United States, Mr. Joseph C ampbell ; Assistant Comp- 
troller General of the United States, Mr. Frank H. Weitzel; adminis- 
trative officer, Mr. John F. Feeney ; General Counsel, Judge E. i 
Fisher; the Diree tor, Accounting and Auditing Policy ’ Staff, Mr. E 
H. Mor se, Jr.; the Director, Defense Accounting and ‘Auditing Divi. 
sion, Mr, Law rence J. Powers. This is a new division but Mr. Pow ers 
is well known to the committee. 

Also we have the director, Civil Accounting and Auditing Division, 
Mr. Samuelson ; the Director, Transportation Division, Mr. Hoagland; 
the Director, Claims Division, A. Banks Thomas, an oldtimer. I un- 
derstand our friend, Mr. Thomas, wants to retire and I understand he 
has been threatening to do that for 2 or 3 years. 

I hope, Mr. Comptroller, you can hang on to him for another 10 or 
15 years. He is still a young man. 

We have with us, also, Mr. Herschel J. Simmons, Chief, Budget and 
Finance Branch. 

It is nice to see you, gentlemen, and it is good to have you, Mr. Camp- 
bell, and your staff with us. 

If you have a statement for us we will be delighted to listen to you 
for as long as you want to talk to us. 

Mr. Campse.y. I have a statement, Mr. Chairman. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, we appreciate the op- 
portunity of discussing with you the work of the General Accounting 
Office and our budget estimates for the 1958 fiscal year. The details of 
our work and our “personnel needs are shown by the justific ations of 
estimates which were furnished to your committee. We shall, of 
course, be glad to answer any questions concerning our work or the 
detailed justifications, but we would first like to tell you of some im- 
portant developments in our operations. 

Last year when we appeared before you, we told you about certain 
realinements of our work which had been undertaken, As you will 
recall, these changes were designed to bring about improveme nts in 
our operations and more effective use of our manpower. They in- 
volved (1) separating staff and policymaking activities from opera- 
tions; (2) combining our auditing and accounting systems work; and 

(3) dividing the accounting and auditing work into two principal 
iene groups—civil and defense. ‘These changes were completed 
in the latter part of fiscal year 1956. 

In addition to the realinement of our acc ounting and auditing work, 
we have also combined our investigative activities with accounting 
and auditing. This latter change was placed in effect on July 1, 1956. 
This enabled us to consolidate our field audit and investigative offices 
into 19 regional offices throughout the United States, each under a 
regional manager. Asa further aid, we established an Office of Leg- 
islative Liaison in order to assure that our work is closely geared to 
the policies and interests of the Congress and its committees, and that 
we render the best possible service to the Congress. 
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We believe that the steps we have taken have enabled us to bring 
about more effective management of our work in all areas. But we are 
still short of our desired objectives due to the difficulty of recruiting 
and holding professionally qualified accountants. We are, however, 
spending a great deal of time and effort on the recruitment and develop- 
ment of personnel. The present outlook is encouraging. 

Weestablished an Office of Staff Management and we have underway 
several programs which we firmly believe will assist in recruiting and 
holding qualified personnel. An important step was the obtaining 
of authority from the Civil Service Commission to hire qualified col- 
lege graduates for entrance-level accounting positions, without writ- 
ten examination. From July 1, 1956, to January 31, 1957, we have 
increased our comprehensive auditors and systems accountants from 
1,226 to 1,284, or about 5 percent. We expect 50 additional account- 
ants to report for work by early March. 

As a part of our overall program, we are watching closely the prog- 
ress of each individual in order to insure that his potential i is developed 
to the fullest extent possible. Rotation of assignments, rate of promo- 
tion, and needed professional training are being carefully observed, 
and prompt corrective action is taken when indicated. 


BUDGET ESTIMATES 


We are requesting an appropriation of $37,800,000 for fiscal year 
1958. This consists of $32 2,880,000 for salaries, an increase of $1,640,000 
over 1957, and $4, 920,000 for other expenses, an increase of $2,160, 000. 

We plan a net increase in personnel of 109 employees over the aver- 
age number contemplated by our revised estimates for 1957. Under 
other expenses, $2, 050,000 of the $2,160,000 increase is for our con- 
tribution to the civ il-service retirement fund, which is required to be 
paid by us under the provisions of Public Law 854 of the 84th Con- 
gress. An increase of $200,000 for travel is partially offset by a re- 
duction of $90,000 in general expenses. 


AUDIT 


Among the significant features of our revised program, which will 
be of interest to your committee, is the special emphasis which we are 
now giving to our accounting, auditing, and investigative work in the 
Department of Defense and the militar y departments. 

We are, at present, devoting our efforts to review and evaluation of 
(1) the military assistance program; (2) Pye ; (3) supply 
management functions and operations; and (4) defense.contract nego- 
tiation and administration and contractor operations. We also will 
conduct on a selective basis comprehensive review and evaluation of 
military installations to determine whether authorized programs are 
being carried out as planned, and whether resources are effectively ap- 
plied in accordance with such programs. ‘This review will complement 
the findings in related logistical, operational, and financial manage- 
ment areas, so as to provide a basis for departmentwide evaluation of 
specific programs. 

88278—57—pt. 2——68 
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We believe that the above areas are the ones in. which the major 
problems are most likely to exist. Although much of our work to 
date has been exploratory, conditions have been revealed which indi- 
cate a serious need for corrective action. The following examples in- 
dicate some of the problems and their extent. 

Our review of defense contract activities has disclosed several areas 
where improvement is particularly needed. One of these is the neces- 
sity for obtaining proper cost data under price redeterminable con- 
tracts. Our review indicates that many contracts to not provide for 
this as an enforcible right, and that the failure of agencies to obtain 
and use such data, either in negotiating revised prices or in fully exer- 
cising options to demand price redeterminations has, in many in- 
stances, resulted in contractors receiving profits which greatly ex- 
ceeded those contemplated. } 

We have found that in some cases this failure extends also to the 
administration of major subcontract price redeterminations. As a 
result, much higher profits are sometimes realized. For example, in 
one case an intended profit of 10 percent on costs became 43 percent 
and the profit was increased by $2,250,000. In another case, involving 
a major subcontractor, the profits were nearly $10 million greater than 
contemplated, chiefly because the subcontract price was redetermined 
before sufficient production experience had been obtained. This could 
have been avoided by closer administration of the contract. In this 
latter instance, the subcontractor volunteered a refund of $5 million. 

Another costly aspect of faulty administration of price redetermi- 
nation contracts is the prolonged periods for which some contractors, 
as a consequence of dilays in final price redetermination, have been 
permitted to retain millions of dollars, interest free. This condition 
has been pointed out to the military departments and we feel that it 
is being corrected as a result of a Department of Defense directive 
which restricts provisional payments to incurred costs plus a prorated 
part of contemplated profit. 

Another subject requiring attention is adequate analysis of contrac- 
tors’ forward price proposals. In one case the actual costs were $16 
million less than the estimated costs accepted in negotiations. Our 
review indicated that an adequate audit and evaluation of the con- 
tractor’s proposal would have disclosed that the estimates were exces- 
sive by at least $8 million. 

We also made a limited review of Air Force contracts relating to 
the standardization of aircraft components, using fuel-booster pumps 
as a representative item for study. The Government’s investment in 
these pumps is estimated at $87 million. The Defense Cataloging and 
Standardization Act of 1952 required that standardization be achieved 
to the extent practicable. Under the military weapons system concept 
adopted by the Air Force in 1953, however, there has been no consistent 
effort to control the types-of components used by aircraft contractors 
except to require that they meet performance and capacity tests. 
Under this system there has been a large increase in the number of 
types of fuel-booster pumps. This has resulted in considerably higher 
production, supply, and maintenance costs and in increased engineer- 
ing manpower requirements. 

Although complete standardization is neither possible nor desirable, 
representatives of fuel-booster-pump manufacturers and of aircraft 
manufacturers informed us that limited standardization could be ac- 
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complished without hampering the development of improved designs. 
The chairmen of two committees of the Society of Automotive Engi- 
neers, Aviation Division, concurred in this conclusion, and the Depart- 
ment of Defense has approved an interdepartmental standardization 
project to remedy this condition. 

We believe that very substantial amounts can be saved annually in 
the fuel-booster pump area alone, and that equally important addi- 
tional savings could be achieved on many other items by speeding up 
the standardization program in the Department of Defense. Our 
report of this matter was recently sent to the agencies concerned and 
to congressional committees, including the House Appropriations 
Committee. 

As a part of our program relating to the determination of require- 
ments for principal and major secondary items in the Army Signal 
Corps, we found that internal controls in the area of requirements 
computation either were lacking or were not functioning properly. 
A recomputation of 4 high-consumption items showed that require- 
ments for 2 of them were overstated by $41 million. Because of lack 
of funds and of established peacetime production rates, no actual over- 
procurement resulted on these items, and prompt action was taken by 
the Signal Corps to correct these deficiencies. We made several spe- 
cific recommendations designed to improve and simplify the computa- 
tion of requirements. Our recommendations are being considered by 
the Army for application to all of its technical services. 

Although we are now placing more emphasis on audits of defense 
agencies, we are continuing our comprehensive audit work in the civil 
agencies of the Federal Government. This audit work in the civil 
agencies has the continuing objective to see that authorized activities 
are being conducted efficiently; that expenditures for these activities 
are proper; and that revenues from these activities are being properly 
and promptly collected. During the calendar year 1956 we issued 81 
reports to the Congress and 131 reports to the agency officials as a 
result of these audits. On pages 177 to 179 of the justifications, you 
will find examples of measurable savings totaling $15,220,000, some 
of which are of a recurring nature. 


ACCOUNTING 


Under our realinement of acivities, the day-to-day accounting sys- 
tems work is being performed along with our audit work. We are 
emphasizing the review and evaluation of agencies’ systems in the 
course of our audits. Needed improvements will be reported with 
other findings. We are also continuing to work in close cooperation 
with the Bureau of the Budget and the Treasury Department on the 
joint accounting improvement program. The eighth annual progress 
report under the joint program has recently been issued. You will 
find in that report many examples of the improvements in accounting 
that have been made throughout the Government. 

As we informed you last year, the electronic data processing field 
has become one of the most vital and rapidly developing areas for 
accounting and financial management operations. The work which 
we reported to you last year concerning the consolidation of all check 
accounting processes involved in the payment and reconcilement of 
United States Treasury checks of the Government into one electronic 





data processing system in the Office of the Treasurer of the United 
States had a successful beginning and will be in complete operation 
by June 1957.. In addition, a number of other departments and 
agencies have embarked on very progressive studies and adaptations 
of electronic data processing to their own operations, Examples of 
these are the Social Security Administration, which has installed 
a large-scale data processing system in its wage accounting program, 
the Federal Bureau of Investigation, where electronic equipment. has 
been installed for use in payroll processing operations, and the Post 
Office Department where plans are being developed for the con- 
version of the mechanized postal money order system to an electronic 
data processing system, and the Department of Defense where there 
have been major developments in the field of electronic accounting 
for inventories and payrolls. 

The increase in activity in this field and the indications of further 
expansion emphasize the necessity for continuing review and evalua- 
tion of the developments which are taking place. In addition to ac- 
tively participating in some of these developments, we have under- 
taken a governmentwide survey of present and planned use of elec- 
tronic processing. data systems, with the objective of determining 
the extent of progress which has been made and the effect on financial 
management processes of the Federal Government. A comprehensive 
report will be submitted to the Congress covering developments in 
this area. 

INVESTIGATIONS 


The integration of our investigations work with our audit and 
accounting work gives us a much greater flexibility in the use of our 
personnel and has enabled us to eliminate overlapping between our 
audit and investigative activities. Of course, we will continue to 
perform our investigative functions, which are of the utmost import- 
ance. However, investigative assignments will be carried out by per- 
sonnel best qualified for the particular job, For example, we may 
staff an investigative assignment with both investigators and auditors, 
if the work to be done so requires. 


TRANSPORTATION AUDIT 


The audit of payments made by, the Government for transportation 
continues to be one of our largest, activities. During the fiscal year 
1956 our backlog on current audit work increased somewhat, but we 
anticipate an improvement in this situation inasmuch as our program 
of reaudit of World War II transportation payments has been sub- 
stantially completed, During the year ended June 30, 1956, our 
Transportation Division made collections of $52 million. From July 1 
to December 31, 1956, collections were in excess of $25 million. 

We have also instituted a program of surveys of transportation 
policies and practices of the agencies, These surveys are aimed pri- 
marily at evaluating the effectiveness with which the agencies are dis- 
charging their responsibilities for transportation and traffic manage- 
ment. Only general exploratory work has been done, but we are con- 
vinced that the potential for economies in this area is far greater than 
even the very substantial amounts of overpayments collected as a result 
of our rate audit. 
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CLAIMS 


For the fiscal year 1958, we plan a small reduction in our Claims 
Division personnel. Adjustments will be made in some of our work, 
however, due to the reduction in the number of claims against the 
United States which formerly had to be settled by the General Ac- 
counting Office. This results from the enactment of Public Law 798, 
84th Congress, which simplified the payment of amounts due claimants 
from lapsed appropriations. We are using personnel made available 
to reduce the number of claims we have on hand involving amounts 
owed to the United States. At present we have 147,000 claims in this 
latter category. During the fiscal year 1956, our collections resulting 
from claims settlement and debt collection activities totaled $7,387,000. 


OFFICE OF GENERAL COUNSEL 


The General Counsel’s Office is responsible for preparing legal deci- 
sions which must be made by us, and for furnishing legal services to 
our operating divisions and offices. Decisions are rendered to every 
department and most of the agencies of the Government and cover 
every field of law. During the year ending June 30, 1956, over 7,000 
lega) decisions and reports were prepared by the General Counsel’s 
Office. 

EUROPEAN BRANCH 


During the past year we have emphasized the coordination of our 
European activities with the overall accounting, auditing, and investi- 
gative programs. We have continued to give special attention to re- 
views of military activities as the most significant area of expenditures, 
and within that area principally to offshore procurement under the 
mutual defense assistance program and to military supply activities. 

We now have 60 people assigned to our European Branch and this 
number of people is enabling us to increase the effectiveness of our 
work in Europe. We intend to expand our efforts in reviewing the 
administration of contracts, in following up situations already brought 
to light, and in assisting the administrative agencies with their pro- 
curement contracts, accounting, and other financial management prob- 
lems. We also intend, in conjunction with our overall review and 
evaluation of the military assistance program, to inquire into the deliv- 
ery of military end-item aid and its utilization. 


FAR EAST BRANCH 


Last year when we appeared before your committee, a suggestion 
was made that we consider the feasibility of establishing an office in the 
Far East. We went into this matter thoroughly and a branch was 
established in Tokyo in June 1956. This branch is a part of our De- 
fense Accounting and Auditing Division. 

Since last June, considerable time has been taken up in obtaining 
qualified personnel for the branch. As a result, until very recently, 
only exploratory work has been done. We intend to devote our fa- 
cilities primarily to military activities. This will involve review and 
evaluation of (1) the military assistance advisory group operators and 
the financial controls of the military defense assistance program, (2) 
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procurement in Japan as carried out by the Army, Navy, and the Air 
Force, (3) inventories and supply management, and (4) obligating 
practices of the three military departments. 

We plan to have an average of 27 employees attached to the Far 
East Branch in the 1958 fiscal year. 


ASSISTANCE TO CONGRESS 


During the fiscal year 1956 until the adjournment of the 84th Con- 
gress, our comments were requested on 475 bills which were being con- 
sidered by the Congress. Our representatives testified before com- 
mittees on 49 occasions and participated in numerous conferences with 
Members of Congress and committee staff employees; 55 members of 
our staff were assigned to committees for varying periods in response 
to requests for assistance on committee work. 

We consider the furnishing of assistance to the Congress one of the 
most sepoeent duties of the General Accounting Office. It is our 
responsibility to render as much service as possible, and you may be 
assured that we will continue to make every effort to carry out this 
responsibility. 

That concludes our statement and, as I indicated, we will be glad 
to answer any questions you may have. 


TRIBUTE TO MR. A. BANKS THOMAS 


I would also like to add this: 

Mr. A. Banks Thomas, Director of our Claims Division, a highly 
respected public servant who holds the deep affection of all of his as- 
sociates, is retiring on February 28,1957. He has beeen in the Govern- 
ment since 1917 and with General Accounting Office since it was 
established in 1921. 

Mr. Thomas has been Director of the Claims Divisions for the past 
14 years. 

He had hoped to retire some time ago but we persuaded him to stay 
through certain organizational changes which he has long planned. 
The General Accounting Office will keenly feel the loss of his wise 
counsel and faithful effort. 

Mr. Tuomas. That is a fine statement except you bring in the bad 
news at the last. We regret to lose the services of Mr. Thomas. He 
is well and favorably known not only to this committee but to the 
Congress generally. 

I know, Mr. Comptroller, you will miss his services and his fine, good, 
level head and good judgment which he brings to the agency in its 
everyday operations. I know we will all regret this loss. 


CONGRESSIONAL AND GAO RELATIONSHIPS 


I don’t know of any agency of Government that the Congress feels 
any closer to than the General Accounting Office. Certainly there is 
good reason for that. It is set up todoa particular job. It is more or 
less an arm of the Congress. 

Congress feels whenever it wants exact information, the cold facts 
without bias or prejudice, that type of information where the chips 
will fall where they may, we can always depend upon the reports and 
investigations and the invaluable help of the General Accounting 
Office. 
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Mr. Campbell, you have certainly done a fine job. This committee 
and the Congress are proud of you. You have brought further close- 
ness between the Congress and the General Accounting Office. 

I hope the time will never come when that bond of friendship and 
reliability that exists between the Comptroller General and the Con- 
gress ever falls apart. If that day ever comes the Congress will lose 
certainly one of its main allies and one of its main sources of strength. 


USE OF GAO REPORTS 





In our work in this subcommittee we have had occasion to examine 
your audit reports for particular agencies for the calendar year 1956, 
The commendable part of it is that at no time have any of these agencies : 
expressed anything but appreciation for the criticism in the reports. 
If they disagree it is not a violent disagreement. In the vast majority 
of the cases, however, in 85 or 90 percent of the criticisms that the 
General Accounting Office has made, the agencies will say “I think 
they have something. The point is well taken.” 

In some instances they will say “It is an arguable point. Let us go 
back and study it.” 

By and large, however, I think your efforts have been fine and highly 
commendable and it has been more than worth the cost to the tax- 
payers. 

REFUNDS AND COLLECTIONS 


















The point on refunds that you have made, which runs into millions 
of dollars, will be in the permanent record. Considering the business 
of expenditures of this Government, ranging anywhere from $65 bil- 
lion to $75 billion a year, the refunds are only an ancillary portion of 
your many functions. You keep the track clear and see that the funds 
are properly expended under the laws passed by the Congress. That 
is your big responsibility. 

Of course, in that process you do recover several million dollars a 
year, but it is not that function that is the biggest item. The main 
function is seeing that the track is kept clear and that the laws passed 
by Congress are faithfully carried out and moneys are spent according 
to the direction of the Congress. 


PROGRAM AND PERFORMANCE STATEMENT 


At this point in the record we will insert pages 2 and 3. 
(The information referred to is as follows:) 


PROGRAM AND PERFORMANCE, UNITED STATES GENERAL ACCOUNTING OFFICE 















The General Accounting Office will require for the fiscal year 1958 an additional 
amount of $3,800,000 over the amount appropirated for fiscal year 1957. Of this 
amount, $2,050,000, or 54 percent, is required for the contribution to the civil 
service retirement fund of a sum equal to that required to be withheld from 
employees basic salaries, Public Law 854, 84th Congress, July 31, 1956. The 
balance of the requested increase is to provide for more complete coverage by 
our realigned accounting, auditing, and investigative activities. 

A comparative summary is shown on page 5 which reflects the fund require- 
ments by organization and object of expenditure for the fiscal years 1957 and 
1958. Details of the amounts required are shown in the narrative justifications 
for each organization. 

The justification of the estimates for 1958 presents the realigned functions of 
the accounting and auditing activities which were discussed before the Inde- 
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pendent Offices Subcommittee last year. In addition to the realinement of our 
accounting and auditing functions the justifications take into consideration the 
consolidation of our investigative activities with accounting and auditing, which 
was placed in effect on July 1, 1956. The steps which have been taken have 
enabled us to bring about more effective management of our work in each of the 
respective areas and to place a greater emphasis on defense activities than has 
been the case in the past. In addition, our field audit and investigations offices 
have been combined in 19 locations throughout the United States. 

While major accomplishments have been realized in the above-mentioned areas, 
continuing effort is being directed toward improvement in work processes and 
reduction in costs in all functions of the General Accounting Office. 

Mr. THomas. You have an increase of $3,800,000 this year over last 
year. Of this amount $2,050,000 is a new expenditure, which goes to 
our distinguished friend, Dr. Phil Young of the Civil Service Com- 
mission. That amounts to about 54 percent of your total increase. 


COLLECTIONS 


In fiscal year 1956 you collected $68,172,772. You have collected 
$32,585,610 in the first 6 months of this fiscal year. 

As I attempted to point out a while ago, this is only one of your 
many activities, and it isan ancillary part. You collect this money b 
virtue of your other job, to see that expenditures are made in acted 
ance with the purposes of laws passed by Congress, and also seeing to 
it that laws are properly carried out. 

Over $52 million of the recovery came from the Transportation 
Division. For the first 6 months of this year $25.1 million has been 
recovered, which is about 75 or 80 percent of the total amount re- 
covered by GAO. That is true practically each year. 

We will insert this table on page 4 in the record. 

(The information referred to is as follows :) 


Collections by or through the efforts of the General Accounting Office, 1950-57 


General | Investiga- | Postal ac- | Total col- 


General Transpor- 





Fiscal year audit tation claims tions ! | counts and| lections 
audit | | claims 
| | 

nee any a ree neeng ee ee ee ree een ee ae 
1950_.........._.___.._.-__.-..|$14, 641, 573 |$19, 535, 714 | $4,945,985 | $2,660,941 | 2 $992,064 | $42, 785, 277 
1951... ven -| 11,005, 524 | 27,522,248 | 7,491, 969 1, 786,433 | 7 251,054 | 48, 057, 228 
ibene ce 9, 249, 859 | 36, 753,273 | 9, 078, 162 643, 646 | > 55, 724, 940 
a hclindih bidieke ; ...| 10, 666, 556 | 37,625,824 | 7,363,035 1, 236, 210 | 56, 891, 625 
1954_. . — ...| 12,016,333 | 40,755,453 | 7,894, 527 | 593, 642 | 61, 259, 955 
Pi S6dbbenvkonnsect’ _...| 9,816,665 | 38,512,444 | 6,015, 285 902, 766 |_. ------| 55,247, 160 
ii icinnsekareweceielintn ts | §8, 286,770 | 52,007,027 | 7,387, 496 | 401, 479 ; 68, 172, 772 

1957—July 1, 1956 through | | | | 
Dec, 31, 1956. ......- | 3,975,000 | 25,151,790 | 3,458,820 |___- | ---------| 32, 585, 610 
Total pulintnn etn int | 79, 658, 280 |277, 953, 773 | 53,635,279 | 8, 234, 117 1, 243, 118 420, 724, 567 


1 Consolidated with accounting and functions as of July 1, 1956, and reported under General Audit in 
fiscal year 1957. 

2 Does not inelude collections for accounts with foreign countries and in fiscal year 1951 represents collec- 
tions to Nov. 14, 1950 to date of function transfer to Post Office Department. 


TRANSPORTATION Drvi1ston 


Mr. Tuomas. We will have something more to say about that in 
a moment. While we are on the subject it will not hurt to put the 
Transportation Division in the record so that we will have it all 
combined. At this point in the record insert pages 78, 79, and 80. 
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(The information referred to is as follows:) 


Scope and nature of work program— Actual or estimated obligations, personal services 


p 
Fiscal year | Number Average Net salaries Change in 


| number salaries 
1957 ‘ ’ 1,375 | 1,325 | $6,357,600 |_-- 
SPU. sed disse ocks bo cht add 1,375 | 1, 325 6, 418, 000 | $60, 400 


The scope of the work and functions of the Transportation Division is as 
widespread as are the transportation activities of the United States. It encom- 
passes the examination of payments made to air, rail, highway, and water car- 
riers for freight and passenger transportation services furnished for the account 
of the United States to determine the validity and propriety thereof and con- 
formity with established tariffs, special quotations, agreements, or tenders. 
Overpayments of amounts determined due the United States for such services 
generally are collected by the Division directly from carriers by refund or setoff, 
and collections otherwise are effected for it by disbursing officers. Practically 
all claims by or against the United States involving transportation services are 
adjudicated and settled in the Transportation Division. In connection with 
transportation suits by or against the United States, the Division initiates ad- 
visory reports to the Attorney General incorporaing technical, fiscal, and factual 
data from pertinent records and including recommendations as to the legal and 
technical bases available for use in prosecuting or defending such suits. The 
Division furnishes the Department of Justice and the various United States at- 
torneys with lawyer-technicians to assist in pretrial conferences, to appear as 
expert witnesses and to assist in the examination and cross-examination of 
witnesses and the drafting of pleadings and orders. Surveys are conducted 
jointly with departments and agencies as to policies, programs, and procedures 
pertaining to freight and passenger transportation, traffic management, and 
related fiscal practices. Also, the Division cooperates with carriers of all types 
and carrier groups in joint efforts to resolve mutual problems involving technical 
and accounting matters and requirements for filing properly supported and docn- 
mented claims. 

The Transportation Division during the fiscal year 1956 collected from car- 
riers and deposited into the Treasury the sum of $52,097,027. 

During the fiscal year 1956, the Transportation Division examined 3,413,085 
bills of lading and 2,611,148 transportation requests; furnished other Govern- 
ment agencies information as to 42,362 rate situations; reaudited 4,720,559 bills 
of lading and 59,301 transportation requests; adjudicated or settled 438,975 
freight and 4,605 passenger-transportation claims filed by carriers; settled 9,883 
claims by the United States against carriers in connection with free billing, 
administratively reported debts and export traffic; disposed of 31,141 appeals 
and protests in connection with actions taken; reported to the Department of 
Justice for collection debts totaling $714,557, which involved 7,124 bills of lading 
and transportation requests; and considered and furnished reports to the 
Attorney General as to 15,980 bills of lading and transportation requests, which 
were the subject of legal actions against the United States. In the performance 
of this work there were issued to carriers of all types 122,210 freight and 14,325 
passenger notices of overpayment in the aggregate sums of $68,822,006 and 
$1,776,491, respectively. In addition to direct collections and deposit of $52,- 
097,027 the Transportation Division collected and forwarded to administrative 
agencies refunds from carriers aggregating $360,051. Also, the Division furnished 
advices in connection with payments made by the former Reconstruction Finance 
Corporation of overpayments to carriers approximating $175,000. These over- 
payments were established in connection with documents furnished by RFC for 
examination, but due to the limited number of RFC records furnished during 
the fiscal year 1956, which may be attributable to the corporate type of opera- 
tion, the total amount stated as overpaid is less than one-fourth of that deter- 
mined during the previous year. It is our view that recoveries of considerable 
additional amounts could be effected if complete accounts and records of RFC 
having to do with payments for transportation services can be subjected to 
the character of audit or reaudit applied here to payments for transportation 
services in the departments and agencies generally. 
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The results of the work product of the Division in its examination of pay- 
ments to carriers of all types are reflected in the chart herewith which indicates 
the dollar total of overpayment notices issued as compared with the technical 
cost attributable principally to this function, the costs of other functions and the 
total payroll of our Division. The other costs include those allocated to court 
cases and related work, claims settlements, consideration of carrier protests, 
and surveys in and with other agencies in connection with governmental planning 
and programing pertaining to trasportation. 

Mr. Tuomas. You want 1,375 employees for this year against the 
same number for last year. 

Mr. Comptroller General, at this point will help us with our agen- 
cies? We would like the General Accounting Office to come up next 
year with the actual number of positions you will fill and not average 
employment or man-years. 

These justifications in the final analysis, are for the use and benefit 
of the committees of Congress and not for the Bureau of the Budget. 
If the Bureau of the Budget wants it handled in a different way we 
do not object to the way the budget is put up for their use and benetit. 

However, when it comes to us we respectfully want it done as we 
want it and not as they want it. 

You have aslight change in salaries of $60,400 over last year. 


WORKLOAD AND PERFORMANCE COSTS 


During the fiscal year 1956, the Transportation Division examined 3,413,085 
bills of lading and 2,611,148 transportation requests. 

Mr. Hoagland, do you have available the data for 1950 through 
1958 estimated, of bills of lading and transportation requests handled 
by your agency and the carryover for each year, how far behind you 
are and what you carry over in both fields. 

Do you have that available now / 

Mr. Hoacuanp. No, sir. 

Mr. Tuomas. What is your horseback opinion as to the number and 
time? 

Mr. Hoacuanp. Off the record, 

( Discussion held off the record.) 

Mr. Tuomas. Let us insert the table on page 87 and also page 88. 

(The information referred to is as follows :) 
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BACKLOG IN FREIGHT AUDIT WORK 


Mr. Tuomas. For freight audit at the beginning of the fiscal year 
1956 you had on hand 5,149,000 bills of lading, or was that the amount 
of receipts ? 

Mr. Hoaceianp. Receipts estimated. 

Mr. Tuomas. Then you subtract. You had about 7 million carry- 
over ¢ 

Mr. Hoaeuanp. That is right. 

Mr. Tuomas. You show you completed three and a half million in 
round figures, and you had a carryover of 8,900,000—almost 9 million. 

How old are they? Is it 6 months, 18 months, 12 months? 

Mr. Hoaeianp. 28 months is the maximum. 

Mr. Tuoomas. What is the average? 

Mr. Hoacuanp. It is about 28 months right now that we are behind. 

Mr. Tuomas. Do you agree with that, General ? 

Mr. Campseti. Yes, sir; that is the figure we are using. 

Mr. Tuomas. 28 months? 

Mr. CampBe.u. Yes, on the average. 

Mr. Tromas. As of today you are behind how much? 

Mr. Hoaquanp. On the basis of that production we would be be- 
hind about 28 months even on that basis. 

Mr. Tuomas. How many are you behind as of today ? 

Mr. Hoagianp. About the same number behind. 

Mr. Tuomas. What is the number? You had 8,819,000 at the end 
of fiscal 1956. 

Mr. Campse.i. We anticipate being behind at June 30, 1957, about 
8,925,000. 

Mr. Tuomas. That is a lot of bills of lading. You turn out about 
three and a half million a year. 

Mr. Hoacuanv. We estimate we will do more in 1958. 

Mr. Tuomas. Is there any savings to be made in cutting down that 
backlog from 28 months to 12 months? 

Mr. Campseti. At June 30, 1958, we expect to be down to 6,425,000, 
which in time would be quite close. 

Mr. Hoaetanp. That would be about 16 months. 

Mr. Tuomas. At the end of this fiscal year, 1958, or about 17 months 
from now, you will cut down that time lag from 28 months to 16 
months ? 

Mr. Hoaguanpn. That is the idea we have. That is why we show 
more production in the regular audit for 1957 and 1958. 

Mr. Tuomas. How will you do that with the same manpower? 
You have the same number of jobs this year as last year. 

Mr. Hoaguanp. As we release people from the reaudit work they 
will go over on the regular audit work. Instead of trying to bring 
that up to date immediately and have a R. I. F. program later, we 
are trying to complete the reaudit work. There is considerable amount 
to be done still in the reaudit work. 


TRANSPORTATION MANAGEMENT AND AUDIT COVERAGE IN OTHER AGENCIES 


Mr. Jonas. Do the agencies not do any of this auditing themselves ? 
Do they assume that since you will do it they just pass it up ? 
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Mr. Hoacguanp. The agencies do a certain amount of management 
audit but very little preaudit or postaudit. It would be largely a 
duplication of what we do. 

Mr. Jonas. How much does the Defense Department do in that 
field ¢ 

Mr. Hoacianp. They would have to have complete tariff files ; com- 
plete files of special rate agreements. Competent technicians are not 
available. As you know, we trained about 80 percent of our own force, 
and it is a difficult problem. 

Mr. Jonas. The answer is that they are not equipped to do it, and 
since they know you are going to do it they make very little effort 

Mr. Hoacianp. That is correct.. If we were as near current as we 
expect to be there wouldn’t be any great problem there, anyway. It 
would be a duplication of effort, a duplication of tariff files, training 
many technicians, and so on. It takes 4 or 5 years to train a proficient 
technician. They even have a problem getting sufficient competent 
technicians in the management field. 

Mr. Jonas. You don’t think we would accomplish anything in the 
long run by insisting that they do a closer job? 

Mr. Hoacianp. I think it would cost two or three times as much, 
and it is not that important. It is best for us to do it ourselves because 
we do it with less people. 

Mr. Tuomas. It has been testified that everybody relies upon the 
General Accounting Office. They got a Jaw through Congress just 
prior to or right after World War II 
Mr. Fisuer. It was at the beginning of the war, sir, in 1940. 





GSA AND DEPARTMENT OF DEFENSE TRAFFIC MANAGEMENT ACTIVITIES 


Mr. Tuomas. That is right. Pay then and audit later. The General 
Services Administration, under their basic act, is given the authority 
to study and not to do the auditing but to do an educational program, 
that is, to study rates and make adjustments, seek adjustments in the 
freight rates for all civilian agencies, and I presume the Department 
of Defense does the same thing for the military. 

That is one thing and the actual auditing is another thing. Is that 
correct / 

Mr. Hoacianp. That is correct. 

Mr. THomas. Explain how the two functions fit in, if they do, and 
if there is any conflict or overlapping between the Defense Depart- 
ment handling its function for the military and the General Services 
Administration for the civilian agencies with reference to bills of 
lading, rates, and so forth for all freight rates and passenger fares. 

Mr. Hoactanp. There is no overlap or duplication. Insofar as the 
General Accounting Office is concerned and the work of the Depart- 
ment of Defense or General Services Administration, there is no dupli- 
cation. 

Mr. Tuomas. Briefly what do the armed services do? What does 
Defense do, what does General Services do, and what does the General 
Accounting Office do in the field of transportation with reference to 
passenger tariffs and bills of lading for freight? 
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Mr. Hoacrann. We receive the tariffs. Of course, those are not 
ee However, special agreements are negotiated by the mili- 
tary, by the Department se Defense, and usually joint passenger agree- 
ments are made each yee Those are filed with us, and they are 
applied in our audits. 

The General Services Administration, I think, has no joint pas- 
senger agreements insofar as civil agencies are concerned. They have 
obtained some reductions, I believe, for group travel, but not many. 

Mr. Tuomas. Are they active now, becoming more active, or have 
they been dormant? When I say “they” I mean the General Services 
Administration. 

Mr. Hoacianp. They are becoming more active continually as they 
get people trained and their organization established on a basis so they 
can do the work. 

They have negotiated a good many agreements for reducing costs 
of freight. 

Mr. THomas. Do they, like the military, send it over to you in order 
to help you out in your auditing activities? 

Mr. Hoacuanp. We have copies of all special agreements made, so- 

called section 22 quotations, where carriers agree to render services 
for less than the regular tariff charges. 

Mr. Tuomas. Then it is your job, after those negotiations have been 
made, other than negotiations on the part of General Services for the 
civilian agencies and the armed services, to take and audit each one 
of those freight bills and passenger schedules; is that right? 

Mr. Hoacianp. That is right. 

Mr. THomas. You certainly have to do the auditing, and no one 
knows any better than your Division of the Comptroller General’s 
Office the activities of the Defense Department and particularly the 
General Services Administration. Are they of any particular help 
to you? Are they worth the money it costs ‘the taxpayer? What do 
they accomplish, if anything? 

Mr. Hoagianp. I would say they are well worth the money they 
cost. In their management of shipping and in their negotiation of 
special rates so that the Government gains the same advantages as pri- 

vate shippers getting commodity rates where they have large ship- 
ments in an area; they help put the Government on a par with the 
private shippers and it is well worth while. 

Mr. Tuomas. I would like to hear from you, Mr. Campbell. Do 
you think we ought to strengthen the Gener: al Services Administration 
and the military, too, in this field of studying and negotiating all 
rates, passenger and freight ? 

Mr. Campreit. We strongly recommend that, Mr. Chairman. 

Mr. Tuomas. You do? 

Mr, CAMPBELL. Yes. 

Mr. THomas. You think they ought to be strengthened ? 

Mr. Campeety. Yes. 

Mr. Tuomas. And it is worth what it costs and then some, would 
you say, for these activities / 
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Mr. Campse.u. We think they are doing a good job right now. I 
think they are working toward better management and I think at the 
moment they show signs of really accomplishing a great deal. 

Mr. Tuomas. The General Services Administration is quite am- 
bitious this year. 

As Mr. Hoagland pointed out, perhaps they have not been too active 
and their accomplishments have not been too much, but they are quite 
interested. They think the field is one which should be gone into by 
them, and they want to expand their activities. Do you think it is 
worth the money ¢ 

Mr. Campse.tu. We think so. 

Mr. Tuomas. That is what we want to know. 

Now we will go into the personnel question. 


SUMMARY OF BUDGET REQUEST FOR 1958 


Mr. Reporter, we will insert this very fine table on page 5. I want 
to commend you on your budget presentation this year, There is a 
wealth of material. 

(The information referred to is as follows :) 





000 ‘008 ‘e+- 
000 ‘091 ‘2+ ; 000 ‘OF ‘I+ 


000 ‘026 “F 
003 “IFT 
000 “E82 
000 ‘069 
00¢ ‘8z¢ 
00¢ ‘Ze 
000 ‘9¢ 
000 ‘TET 
000 ‘6& 


006 ‘101+ 

Ose ‘eee ‘I+ 

00T ‘sse— 
008 ‘679+ 

| 00b+ 

00g 

00L 

| 008 


00g ‘¢I— 
000 ‘Z*9+ 
000 ‘81g+ 
00g ‘6ze+ 
000 ‘8— | 
000 ‘ez+ 
000 ‘28-+- 

000 ‘61+ 
000 ‘EFS 
000 SFE 
OOS FEE 


OOF * 


00% 
008 8+ 


000 ‘816+ 
000 ‘L8z+ 


000 “Tz 
OOL “SZ 
00S “2 
008 ‘¢ 
O0S$ 


t 00T ‘22+ 
000 ‘OI+ £10 ‘I- 
000 ‘€+ Zer-t- 
000 ‘%$+ ; 288+ 
a i | s0e$+ 


sesued 
-x9 19TO 


sesued 


-xd 1OYIO solves 





L861 
I9A0 Sc6l ‘(—) dseveto0p 10 (+) asverUT | 





| 


000 ‘008 ‘Ze 


b IIs ¢ 


000 ‘O88 ‘ZE 
006 ‘$6. 4% 
Crt Tge ‘1 
00s 086 
OUE '£ 6c8 
0£9 ° ol 

GL FE 
OOL Olt 
006 


000 * 


O0L 
008 © 


009 “OF9 
92 LF 
O08 GF 
£02 ‘OF 
16E Es 


| SOOT ALAS 


| [BUOSIIq 


Jequinu 
oARIDAY 


Of 
000 “O92 ‘Z 


OO8 “9ST 


000 "EE 
000 ‘6 
000 *0Z 


000 “SZT 


000 60T 
000 “622 


OOL ‘90% 
OOL ‘ST 
OOS “F 
008 *E 
of : 


sesued 
-xo0 1910 


| 

)00 ‘FE 
000 “OFZ 
000 ‘F6T 
C68 “Lol 
009 ‘1&6 
OOR “EET 
OFZ “$6 
CLP LEE 
000 ‘0ZZ% 
009 *L6Z 


“LEE 
‘DOS 
‘68% * 


00¢ “E19 
LER SFL 
890 ‘Zt 
OTE OF 
E80 ZES 


SdDTALOS 
[euosivg 10 


SUOIJBSTTQO [8}O,L, 


. qouvig Isvy Ivy 

“> “MOSTAIC, SUOTBBIVAG PPA 

UOISIAIC] SUIJIPNY pue SuTyuNody [LAID 
UOISIAIC] SUITIPNY pue SUTIUNODDY ssuasacy 
JUBIIOZBUBIY PRIS JO IYO 

pes Aoyodg 2unipny pus sumunosy 
JeSUNO, [B49UIF) 94} JO GOO 

[9UNOSI9g JO UOISTAICT 

S}IPNY JO WOISTAIC] 

UOISIAT(] UOTZGCdsuBsL 

UOIS|AIC] SAIIBI,) 

SHOOJAIIS VATIBIYSIUTAIpPy jo sIyo 

UOISIAIG] § MaysAg SUTJUTODIDY 
SUOIIBSTISOAUT JO DIO 

-- yousig uvedoing 

UOSTBI’T PAT BISLZa’] JO V0IJO 

[B49U9F) JO]{OIZAUIO,) VY] O} SJULISISSY 9} [0 YO 
[B1VUIL) JO[OIVUWIO,) JUTISISSY 941 JO WIO 
[BivUeF) JeTjO1jduIOD vy4 JO sdIBO 


Jequinu 
asBIVAV 


pajsanbas syunoun fo fispumuns pun uoynoyysnl fo xapuy 


$s 
6 


T 





000 ‘008 “e+ 


009 ‘98+ 
Oe “G26 ‘T+ 
0OT ‘0L— 
000 ‘696+ 
009 ‘L—- 

002 ‘91+ 
002 ‘06+ 
00€ ‘TZ+ 


00% ‘826+ 
002 ‘86+ 
008 ‘69+ 


OOF ‘TL+ 
£26 ‘8+ 
Zeb ‘E+ 
Zg¢ ‘%@+ 
soe$+ 


000 “OK 


000 “‘FI+ 


000 “Sst+ 
000 ‘6#E+ 
000 ‘008+ 
000 ‘C+ 

000 ‘0% + 
000 ‘62+ 
000 ‘61+ 


000 ‘STF+ 
000 ‘8£%+- 
000T8+- 


000 ‘0€+- 
000 ‘OI+ 
000 ‘+ 
000 ‘$+ 


000 °06 


OOL-+ 


000 ‘Z+ 
000 “IL— 
00° ‘6+ 
000 “€I1— 
000 Z— 
000 “€+ 


000 ‘e+ 
000 ‘I — 
00¢ 


008 “FS 


“DOUBMOTTS TIBOUPA ¢ 


000 ‘002+ bP Sb ERS SOF I+ LZ “YZI+4 


000 ‘UE — 4 000 'S O06 + 


000 “6SI+ ; 002 ‘Te+ 
000 ‘Ob+ 000 ‘O1b— 006 ‘12+ 
000 ‘0Z+ OOT ‘L194 OOF “SI4 


000 “C+ 


000 “FI+ 
000 ‘t+ O08 “b+ 


000 ‘OL$ + 000 ‘OT+ 1 O08 “CI$+ 
, ££9 ‘I- 
OLE+ 


027 


susuRyo 


1Iy10 1IyIO UOT}ISOg ZE JO Ssvoxy 


sasuedxa 19710 HALOS [VUOSIOg 0 


soesusdxa 19430 


PUB SOLIBIBS ‘SeSRIOIP 1O SBSBAIDUT JO SISA[VUY 


ponulyuor) pajsan ba SJUNOUWD fo AMADULUNS pun uorunoyysnt jo 


qo [v0 


I 
i 


1 Ise Avy 
UOISIAIC] SLOTRUAdG Pog 


Mpny pue Bupyumosod 
LIUNODVY 

VIN Nis J 

uy 


LOSI8dg JO U 


syipny jo 


V TiAl) 
WS 

0 BITTO 
uUNnOdDY 


( 
1 


UOISIAIC] UOTPBOdsuBL 


SIAIC 
SOJIAJOS IATPRI 


IUAIISOAUT J 
Youbig ut 
IBIS! 


[B1OUDE) JOTTOIVIWIOT JURISTISSY 
[BAdUar) JoTJOIZAUIO, ) at 


10 UOISTAIC] 


UlIBI) 
MUO 


WIPO 
WIPO 
0 DUO 












1943 


PERSONAL SERVICES 

















Mr. Tuomas. You give us a little problem by using average em- 
ployment. Next year come up with the actual number of positions 
you will fill rather than man-years and average employment. 

You have 5,702 man-years for 1957; in 1958 it is 5,811. That is an 
increase of 109. 

You show $32,880,000 for personal services as against $31,240,000 
last. year, an increase of about $1.6 million; 54 percent of the total 
increase in the budget goes to Chairman Young of the Civil Service 
Commission. 

This table on page 6 shows where you allocate the 109 jobs. As I 
remember it, most of them go into your two big divisions, civil and 
military audits. 

You have undergone a reorganization. Before we go into that re- 
organization I want to follow this up with your field operations. 


Frecp Operations Division 






Insert pages 218, 219, and 220. 
(The information referred to is as follows :) 


Scope and nature of work program—Actual or estimated obligations, personal services 








j Tt - 
Fiseal year Number |. Average | Net salaries Change in 
} number | salaries 
i ; ; a sininsiiaicieiliaiiiadin dicta eaten 
| 


1957 nescence’ 1, 214 | 1, 183 $6, 757, 895 | 
1958 RAK 35 8, 091, 445 








+$1, 333, 550 























Resposibility for the performance of all accounting, auditing, and investigative 
work in Alaska, Hawaii, and the United States outsilte the metropolitan area 
of Washington, D. C., has been assigned to the Field Operations Division which 
includes a central office in Washington and 19 regional offices located in principal 
cities throughout the United States. Since July 1, 1956, when the functions of 
the former Office of Investigations Field Offices and the regional audit offices 
were integrated the physical consolidation of the offices has been substantially 
accomplished. 

REGIONAL OFFICES 





As directed or approved by the Directors of the Civil and Defense Accounting 
and Auditing Divisions, the regional offices of the Field Operations Division 
perform the following functions: Cooperate with Government agencies in the 
development of their accounting systems, assist those agencies with respect to 
their accounting problems, and review and evaluate their accounting systems: 
audit the activities, financial transactions, and accounts of agencies and their 
contractors, exclusive of transportation charges; conduct investigations of 
Government agencies, installations, programs, or activities in matters relating 
to the receipt, disbursement, and application of public funds; and participate 
in property accounting surveys. 


CENTRAL OFFICE 









The central office of the Division, in addition to exercising central administra- 
tive direction of the regional offices, services the five accounting and auditing 
organizations in Washington with respect to the following matters: Furnishing 
of typing and related stenographie services inyolving reports and other written 
documents ; maintenance of allotment records, cost data and similar fiscal and 
accounting information; preparation of travel orders, advances, and youchers 
and maintenance of related records; maintenance of a library and central files : 
handling and distributing of mail and publications { 


( |! ; and preparation of adminis- 
trative instructions and reports. 
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ADMINISTRATION 


The Division is under the supervision of a Director who is responsible to the 
Comptroller General for the administration and operation of the regional offices 
and of the central office. 

ACCOMPLISHMENTS 


The accomplishments resulting from the work of the regional offices during 
fiscal year 1956 and the programs for fiscal years 1957 and 1958 are shown in 
the narrative justifications of the Civil and Defense Accounting and Auditing 
Divisions. 

STAFF UTILIZATION 


The work planned by the Civil and Defense Accounting and Auditing Divisions 
as set out in their justifications will require personnel for the Field Operations 
Division as follows: 


Number of employees 


bettie tthe 


¥ 
As of July 1,| Fiscal year | 
1956 1957 

| 


Fiscal year 


Office of Director ‘ ial 2 3 
Central office ine iil cai leita de ; 96 | 91 
PE rink nnditenmtannbnndeeais ‘i diye wil 967 | 1, 120 


3 
91 
1,315 


DOs pccon sien soscnsernessmeneenh Ubddgsbdandbeash . 1, 065 | 1,214 | 1, 409 


The increase in personnel requirements for fiscal year 1958 over 1957 is at- 
tributable to the additional coverage planned for both the Department of De- 
fense and the civil activities of the United States Government. The following 
tabulation shows the estimated percentage of personnel utilization on Department 
of Defense and all civil work in the field : 


Defense All other 
work | work 


Percent | Percent 
Actual, 1956... 47 5B 
Estimated, 1957 59 | 


Estimated, 1958 59 | 41 


Mr. Tuomas. Of the 5,811 man-years for 1958 you will have in the 
field 1,351 against 1,183 last year. 

You have 19 regional offices ? 

Mr. Camrseiu. In this country. 

Mr. Tuomas. And you have three big offices outside the District ? 

Mr. Morse. Those are central audit branches. 

Mr. Tuomas. Where are they located ? 

Mr. Morse. Cleveland, Indianapolis, and Denver. 

Mr. Tuomas. In those three offices alone, and I am going on my 
snemory now, you have 640. Is that correct? 

Mr. Frenry. Those three branches come under the Defense <Ac- 
counting and Auditing Division. 

Mr. Tuomas. Is that figure of 640 correct ? 

Mr. Feeney. It isshown on page 143, Mr. Chairman. 

Mr. Tuomas. I added it up and got 640. 

Mr. Powers. I think it is 596, Mr. Chairman. 

Mr. Tuomas. For which year? 
Mr. Powers. For 1958. 
Mr. Tuomas. And that is part of your total of 1,409 for the field? 
Mr. Powers. No, sir. 
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Mr. Tuomas. Are they separate ? 

Mr. Powers. That is separate. That is in the Defense Accounting 
and Auditing Division. 

Mr. Tuomas. That is not charged to the field. Those 596 jobs are 
charged directly to defense accounting ? 

Mr. Powers. That is right. 

Mr. Tuomas. I have this comment. I say this justification is the 
weakest part of the presentation. What has been done by the re- 

organization plan when you charge 91 jobs that are to be located in 
Washington against your field operations when at the same time in 
your new setup of civ il and defense auditing in Washington you have 
a number of ‘obs that are operating In the field ? 

Mr. Caatrnene. I don’t understand th: at, Mr. Chairman. Our Civil 
Accounting and Auditing Division—— 

Mr. THomas. You state: 

The increase in personnel requirements for fiscal year 1958 over 1957 is at- 
tributable to additional coverage planned for both the Department of Defense 
and the civil activities of the United States Government. 

You justify yore increase from 1,214 to 1,409 man-years on addi- 
tional coverage. I don’t know what that means. 

However, out of that aditional coverage you are charging—not out 
of the additional coverage itself but as part of it—you charge 91 jobs 
in Washington. 

This is all part of the two main big Divisions, Civil and Defense 
Auditing. 

Hlow many man-years do you have in Washington, first in Civil, 
Auditing, second in Defense Auditing, in addition to these 91? 

Mr. Powers. In Defense for fiscal year 1957 we have 249 jobs. 

Mr. Tromas. In Washington ? 

Mr. Powers. In Washington. 

Mr. Tuomas. In addition to those in the field ? 

Mr. Powers. In addition to those in the field. 

Mr. Tromas. What about——— 

Mr. Powers. For fiscal 1958 our request includes provision for 313 
jobs. 

Mr. Tuomas. That is for Defense? 

Mr. Powers. Yes, sir. 

Mr. THomas. In Washington ? 

Mr. Powers. Yes, sir. 

Mr. Tuomas. All right. 

What about civil? 

Mr. Samuetson. Well, for civil, all the people are in Washington. 

Mr. Tuomas. Have you any in the field ? 

Mr. Samvetson. No, sir. 

Mr. Tuomas. None? 

Mr. SamueEtson. No, sir. 

Mr. Tuomas. So you have 404 people here in Washington, in addi- 
tion to the Military Establishment in the field in the 3 branch offices, 
and 19 regional offices ? 

Mr. Campse.L. No; the 19 regional offices are different; they would 
require a total for the fiscal year 1958, of 1,351. 

Mr. Tuomas. In addition to that, you have 404 in W ashington. My 

next question: . 
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What do the people in Washington do in contradistinction or as an 
adjunct or as a supplement to the 1,300 doing work in the field ? 


DEFENSE ACCOUNTING AND AUDITING 


Mr. Camppe.t. If it is agreeable to you, Mr. Powers will just briefly 
clescribe the Defense Accounting and Auditing Division. 

Mr. Tuomas. All right. 

Mr. Powers. Mr. Chairman, in the Defense Accounting and Audit- 
ing Division, we have what we term two “principal operational areas.” 
First is that concerned with the audit and settlement of the military 
disbursing officers’ accounts and the audit of all transactions on a cen- 
tralized basis, and the second area is that which lends itself to a man- 
agement or comprehensive type of audit. 

“Now, the responsibility for the first area of activities is centered in 
our four milit: ary audit branches; the one in Denver for the Air Force, 
the one in Indianapolis for the Army, the one in Cleveland for the 
Navy, and then a group for the Marine Corps that is located at the gun 
factory here in Washington. 

Now, the second major group is our comprehensive accountants in 
Washington, and they are concerned with actual audit of the various 
installations here in the Military District of Washington, developing 
the audit programs on a departmental basis, developing our surveys, 
and giving those audit programs to the regional offices for execution. 


STAFF UTILIZATION 


Mr. Tuomas. Is that what the 313 people do? 

Mr. Powers. Of that number, we have only—— 

Mr. Tuomas. Forty? 

Mr. Powers. No, sir; only a part of that. It is about—there are 
164 of those that are actually engaged in what we term “comprehensive 
audit.” 

Mr. Tuomas. And what do the others do? 

Mr. Powers. We have 12 here in Washington that are working on 
the military assistance program, that is defensewide as well as the 
Army and the Navy and the Air Force. 

We have 52 tied up on investigations, special surveys for Congress, 
and for surveys of a onetime n: ture. 

We have 16 people here in Washington that are also concerned with 
the audit of civilian pay in the military, all of those installations 
within the Military District of Washington, and the immediate sur- 
roundng area 

We have 23 people here in Washington that are responsible for the 
direction and supervision of all of our contract audit work throughout 
the whole country and worldwide. 

Mr. Tuomas. Where is the closest regional office for the Washington 
area ? 

Mr. Powers. Richmond. 

Mr. Tuomas. What does the Richmond office do in that regard—in 
making a comprehensive e audit? 

Mr. Powers. They are carrying out the audit and accounting pro- 
grams developed will in W ashington for their geographical area. 
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L Mr. Tuomas. What is covered in the Washington area ? 
Mr. Powers. Do you mean what types of audit, sir? 
Mr. Tuomas. No; the physical installations that you audit out of 
the Washington office. 
| Mr. Campse.i. On the Defense side? 
y Mr. Tuomas. Yes, on the Defense side; that is what we are talking 
about—Quantico ? 

Mr. Powers. The Naval Gun Factory, Quantico, Fort Belvoir, Fort 
: Myer, the Naval Model Basin, Fort McNair. 

Mr. Tuomas. The Naval Laboratory ? 

y Mr. Powers. The Naval Laboratory. 
; Mr. THomas. Indian Head ? 
. Mr. Powers. Indian Head; all of those. 

Mr. Tuomas. None of that comes under the Richmond office then? 
n Mr. Powers. Not for the particular work that we are doing here. 
5 But, now, Richmond does perform an awful lot of defense work for 
e us. In other words, for example, they do perform the contract audit 
n work for all contractors in their geographical area. 

They also perform the man: wwement audit of all military installa- 
n tions, like the one at Norfolk, ‘which would include the Naval Air 
S Station at Norfolk, it would include the Bureau of Supplies and Ac- 
g counts Depot at Norfolk, and it would include the other naval installa- 
3, tions there at Norfolk. 

Mr. THomas. Well, it seems to me that it would be a little out of 

line, a little bit eg we will say, that is a better phrase, to 
have the office at Norfolk take care of these installations within a 
stone’s throw of W ashington; that can be done by the central office, 
and I presume that is what you are doing; is that right} 

Mr. Powers. To some degree, Mr. Chairman, but, generally, they 

do the work in the Virginia area, except those just across the Potomac 
” here. 
. REORGANIZATION OF GAO 
Mr. Tromas. Well, let us go back to your reorganization plan. 
n First, you might tell us what you have done about reorganizing. 
1e Let us take civilian audit. You have four big divisions. You have 
a civilian audit, the military audit, the Division of Claims, and the 

Sy Transportation Division. You have combined your Investgations 
with your Accounting and Auditing. 

h Mr. Camppety. Those are our major divisions in numbers. 

1s Mr. Tuomas. Then tell us how you are doing. 

a Mr. CamppsetL. Well, we think that this combination of investiga- 
tive work and accounting and auditing has been very successful. 

1e Mr. THomas. How many offices did you close down by virtue of 

ut that action? You have 19 regional offices. 

Mr. Campsett. We had a number of investigative offices; I think 
mn it is fair to say we have eliminated about 16 or 17 investigative offices. 
; BRANCHES AND REGIONAL OFFICES 
in 


Mr. Tiromas. At this point in the record, let us put in this table 
on page 17. 
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(The table referred to is as follows :) 


BRANCHES AND REGIONAL OFFICES SHOWING SUROFFICES AND Post oF Duty 


Regional offices: 
Suboffices: 
Post of duty: 
Branches: 
Cleveland 
Denver 
Indianapolis 
Atlanta 
Memphis 
3oston 
Chicago 
Cleveland 
Pittsburgh 
Dallas 
San Antonio 


Oklahoma City 


Fort Worth 
Dayton 
Louisville 
Oak Ridge 
Cincinnati 
Columbus 
Indianapolis 
Denver 
Albuquerque 
Idaho Falls 


STATIONS 


Regional offices: 
Suboffices: 
Post of duty: 
Denver—Continued 
Los Alamos 
Salt Lake City 
Detroit 
Toledo 
Lansing? 
Kansas City 
Los Angeles 
Phoenix 
San Diego 
New Orleans 
New York 
Philadelphia 
Portland 
Richmond 
Norfolk 
St. Louis 
St. Paul 
San Francisco 
Honolulu 
Seattle 
Anchorage 


1 Closed as of December 31, 1956. 


Mr. Tuomas. That table really tells the story. You have the 19 
regional offices, and 21 branch offices, and this table here really spells 
it out, if you want to study it 

Your big branch offices are at Cleveland, Denver, and Indianapolis. 
That is for the military, those three ? 

Mr. Camreseu. A special type of office. 

Mr. Tuomas. And here are your regional offices: Atlanta, Boston, 
Chicago, Cleveland, Dallas, Dayton, Denver, Detroit, Kansas C ity, 
Los Angeles, New Orleans, New York, P hiladelphia, Portland, Rich- 
mond, St. Louis, St. Paul, San Francisc ‘0, and Seattle. 

Then your suboffices: Pittsburgh, San Antonio, Louisville, Oak 
Ridge, Albuquerque, Idaho Falls, ‘Los Alamos, Toledo, Phoenix, San 
Diego, Norfolk, Honolulu and Anchorage. Is that correct? 

Mr. Campre.n. Yes, sir. 

Mr. Tuomas. Let us look at your next table. 

What is the number and the locations of offices that you closed by 
virtue of your new program or new alinement? Offhand, you say 
there were 16 or 17 of them? 


CONSOLIDATION OF REGIONAL OFFICES 


Mr. Camppe.u. We have eliminated offices in Atlanta, Boston, Chi- 
cago, Cleveland, Dallas, Dayton and Denver. 

We expect to eliminate an office in Kansas City very soon. 

We have eliminated the Louisville office, merging it with Dayton. 

We have one elimination in Los Angeles, in New Orleans, in New 
York, in Philadelphia, Portland, St. “Louis, St. Paul, and Seattle. 
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We expect to soon consolidate in San Francisco. 
Mr. THomas. Good; that is fine. 


European Branco 


Let us take a look at our European Branch. We certainly think 
you are doing all right with your European office, and now you are 
opening one in Tokyo. 

We will put pages 29 and 30 in the record at this point. 

(Pp. 29 and 30 are as follows :) 


Scope and nature of work program—Actual or estimated obligations, personal services 


Fiscal year Number Average | Net salaries | Change in 
number e* | Salaries 


64 ale $613, 500 |...---- oe 
64 . | a. -+-$27, 100 


The Siectiinsh Branch is an integrated office ceive of auditors, investi- 
gators, systems accountants and legal staff. The headquarters is located in 
Paris with field stations in London, Madrid, Rome, and Frankfurt. The work- 
load includes examinations of an audit and investigative nature, cooperative 
systems projects with the Air Force and Army, and the furnishing of consulta- 
tion and advice to the Government agencies located in the European area. 
The furnishing of direct assistance to committees of the House and Senate is 
also a function of the Branch. 

The work of the European Branch of the General Accounting Office during 
the past year has been increasingly effective in assisting agencies to achieve 
more efficient or economical operations. This work has resulted in corrective 
action and substantial savings in many instances. Emphasis has been placed 
upon reviews of military activities significant from the standpoint of dollars 
expended, principally, offshore procurement under the mutual defense assist- 
ance program, military supply activities, and the Spanish base construction 
program. 

In most instances our reports are classified, because of the agency security 
classification of these matters, and complete details cannot be disclosed here. 
However, some indication of the nature of the findings that have been reported 
is set out below. 

Offshore procurement, Army.—A contract for the procurement of ammunition 
to be packed in metal boxes was changed without consideration to allow delivery 
in wooden boxes. In negotiations with the contractor, Army officials were in- 
clined to accept a contract price reduction of $50,000 as settlement of the United 
States rights. GAO recommended against accepting the contractor's offer until 
an audit of his records could be made to determine actual savings to him by reason 
of the change in packaging. The contractor's offer was thereupon rejected and 
an audit of his cost records was performed by the Army Audit Agency. The 
auditors’ findings were used in further negotiations which ultimately resulted 
ina contract amendment reducing the price by $100,000. 

Air Force procurement.—Examination of contracts awarded by the 12th Air 
Force, Germany, disclosed a contract for reproduction services that had been re- 
newed for several years at prices based upon the contractor’s original offer. 
GAO recommended that new bids be solicited and that the bids be evaluated on 
the basis of current requirements for each type of service needed. New bids 
were solicited pursuant to our recommendation and a new contract was awarded 
Which will result in savings over the prior contract price. Based on current 
eee an estimated $52,500 will be served in the first year. 


Mr. Tuomas. I notice that you want to increase your employment 
slightly in Europe, to the tune of $27,100. 

You state that the E uropean Branch is an integrated office. By 
that, you mean you have everything—auditors, investigators, systems 
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accountants, and legal staff. Headquarters is in Paris, with field sta- 
tions in London, Madrid, Rome, and Frankfurt. 


Far East Brancu 


Now, what about your Far East Branch? Let us put pages 224 and 
225 in the record at this point. 
(Pp. 224 and 225 are as follows:) 


Scope and nature of work program—Actual or estimated obligations, personal services 


Fiscal year Number Average Net salaries Change in 
number | Salaries 





22 5 | $194, 000 | ; 
29 | 27 295, 900 | +$101, 900 





To provide more effective coverage of the vast expenditures in the Far East the 
Comptroller General, on June 14, 1956, established a Far East Branch of the 
Defense Accounting and Auditing Division in Tokyo, Japan. The Branch will 
be staffed with a small group of highly qualified accountants, auditors, investi- 
gators, and attorneys. The Branch is specifically responsible for carrying out 
the accounting, auditing, investigative, and legal functions of the Comptroller 
General and the General Accounting Office in all Department of Defense activities, 
including those of the military departments in and around Japan, Formosa, the 
Philippines, the Marianas, Cambodia, Laos, Vietnam, Thailand, and west as far 
as and including Pakistan. 

Because of the recency of the establishment of the Far East Branch and the 
amount of time which has been required in obtaining qualified personnel, process- 
ing them for transfer, and transporting them to Tokyo, the program for the bal- 
ance of fiscal year 1957 and for the fiscal year 1958 has not been solidified at 
this time. The Director of the Far East Branch arrived in Tokyo on July 8, 1956, 
where he is engaged in establishing the Branch and in formulating an activity 
program. However, considerable advance research and preliminary survey work 
was completed prior to establishment of the Branch and tentative plans call for 
a concentration of our initial efforts on (a) a review of MAAG operations and 
the financial controls of the military defense assistance program, (0b) procure- 
ment in Japan as carried out by Army, Navy, and Air Force, (c) excess inven- 
tories (information obtained to date indicates excess inventories of over $100 
million), and (d) obligating practices of the three military departments. 


Mr. Tuomas. How are you getting along with that office? You 
want to increase personnel from 22 to 29. 


FUNCTIONS OF THE OFFICE 


To provide more effective coverage of the vast expenditures in the Far East 
the Comptroller General, on June 14, 1956, established a Far East Branch of the 
Defense Accounting and Auditing Division in Tokyo, Japan. The Branch will 
be staffed with a small group a highly qualified accountants, auditors, investi- 
gators, and attorneys. The Branch is specifically responsible for carrying out 
the accounting, auditing, investigative, and legal functions of the Comptroller 
General and the General Accounting Office in all Department of Defense activi- 
ties, including those of the military departments in and around Japan, Formosa, 
the Philippines, the Marianas, Cambodia, Laos, Vietnam, Thailand and west as 
far as and including Pakistan. 


It is going to cost you $101,900 more this year than last year, which 
brings your cost up to $295,900. How are you getting along over 
there ? 

Mr. Campsett. We think that we have been very fortunate in our 
staffing. 

Mr. Tuomas. It is not an easy job to do, is it, to break the ground ? 
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Mr. Campsety. Well, frankly, it has been a little easier than I 
thought it would be. I thought it would be very, very difficult, but we, 
fortunately, found several people i in the or ganization who were very 
glad to go out there for a 2-year stay We have investigators and ac- 
countants there, and I believe we have one laywer in the office. 


EUROPEAN BRANCH ACTIVITIES 


Mr. Tuomas. At this point, summarize briefly the activities of the 
European Branch. You seem to be saving a lot of money. Can you 
give us a quick rundown? You set down in the justific ation a good 
many items, but will you summarize it at this point in the record, : and 
also what does it look like in the Far East? It is a big field, and you 
have not been out there heretofore except in a cursory way ; have you? 

Mr. Camppreii. We have had teams of men, 2 or 3 at a time, for sevy- 
eral months at a stretch. With respect to Europe—— 

Mr. Tuomas. It is a big field of operation. There is a lot of work, 
a lot of needed work to be done. I might say—not that you are going 
into anything sensational, and we hope that is so, and I doubt if you 
are looking ‘for that—the regular routine, where everybody stays 
on the track, in itself is a big job. The people are busy, and some- 
times they place the wrong interpretation on the act itself under 
which they are operating. 

Mr. Camese.tit. With respect to the European offices, Mr. Chair- 
man, Mr. Weitzel has been watching the operations quite closely. 

Mr. Trromas. Mr. Weitzel made a personal survey over there? 

Mr. Campsei.. He did not go there this past year, but he is thor- 
oughly informed. 

Mr. Tuomas. | know he has spent some time there. 

Mr. Werrze.. Back in November and December of 1955, Mr. 
Chairman. 

Mr. Tiromas. Yes. 

Mr. WerrzeL. On the European Branch, I would like to say we 
expect to have about the same number of people in 1958 as we have 
now. There will be a little increase in the salaries paid, because dur- 
ing 1957 we were engaged in building up our staff. You may remem- 
ber last year we hi id 39 people, and now we have it up to 60, and we 
are glad to say that we are practically fully staffed budgetwise, and 
we feel the Branch is dates a more effective job than ever 

As you mentioned, the justific ations include instances of particular 
programs where our work has resulted in recoveries or in savings. 
We have tried to concentrate particularly in the areas of greatest 
expenditures; and, of course, that is in the military. 

The vast majority of our reports and our work has gone into various 
military programs, including procurement, supply and logisties re- 
views, examination of particular contracts, contract administration, 
the Spanish base-construction program. 


INVESTIGATION OF ECONOMIC-AID PROGRAMS 


Mr. Tomas. Are you taking a look at the giveaway programs? 
I mean the economic-aid programs. ; F 

Mr. Werrze.. Yes; we have looked into that, and the Office last year 
has made reports on that, Mr. Chairman. 
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Mr. Tuomas, Well, there have been some outside investigations and 
there have been some articles in some of the publications, and investi- 
gations have been made by some of the committees of the House. 

Mr. Werrzev. Yes, sir; by Mr. Hardy’s International Operations 
Subcommittee of the Government Operations Committee. 

Mr. Tuomas. And some of those investigative reports have been 
quite revealing. 

Mr. Werrzet. Our office rendered a report on the United States 
assistance program for Iran, which was used by the Hardy subcom- 
mittee in making its investigation of aid to Iran. 

I believe there was an article in Reader’s Digest on that general 
subject. 

Mr. Tuomas. Will you give us something in that regard when you 
get back to the Office, because it is a subject that ought to be put on 
the record ? 

(The material requested is as follows :) 

The article referred to appeared in the Reader’s Digest for February 1957, 
and is entitled “How Not To Handle Foreign Aid.” 


The General Accounting Office has made the following audit reports relating 
to nonmilitary foreign aid: 


Institute of Inter-American Affairs, For the Fiscal Year Ended June 30, 1954 
Study of Obligating Bases and Related Administrative Practices 

United States Assistance Program for Pakistan 

Examination of Pakistan Wheat Program 

United States Assistance Program for Iran 

United States Assistance Program for Egypt 

United States Assistance Program for Lebanon 

United States Assistance Program for Israel 


EXAMINATION OF MILITARY DEFENSE ASSISTANCE PROGRAM 


Mr. Werrzex. I would like to call the committee’s attention to the 
fact we are making an extensive survey of the military defense assist- 
ance program. 

Mr. Tuomas. Put that in the record, will you? 
(The information requested is as follows :) 






















In coordination with the Defense Accounting and Auditing Division in Wash- 
ington, the Far East Branch, and the Field Operations Division, the European 
sranch, United States General Accounting Office is making an examination of 
the military defense assistance program and the manner in which it is being 
administered by the various military assistance advisory groups assigned to in- 
dividual countries. Our review covers the development of programs, reevalu- 
ation of such programs in the light of adjustments in budget limitations and 
force goals, and the utilization of equipment supplied as grant aid. 

Mr. Jonas. I notice on the green sheet, page 39, that you are going 
to pay the Director of the European Branch less money in 1957 than 
you paid the Director in 1956. How did you happen to get a man for 
less money ? 

Mr. Werrzet. I believe that resulted, Mr. Jonas, from the fact that 
we promoted a new man to the position of Director when Mr. Bailey 
came back. He had been in grade 15, and he was replaced by Smith 
Blair, Jr.—I think you met him, Mr. Chairman. 

Mr. Tuomas. A fine man. 

Mr. Werrze.. He is doing a fine job; he is a new man in the grade, 
so he is at the bottom of the grade. 

Mr. Campse.t. I think you mean he is a new man in Paris. 
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Mr. Weirze.. Yes; a new man in grade 15, so he is at the bottom 
of grade 15. 

Mr. Campsen. And he is a lawyer and investigator—— 

Mr. WerrzeL. He was in charge of our investigative program in 
Europe. 

Mr. Tuomas. I might state for the record that on July 1 last year 
the Office of Investigation was consolidated with the Accounting and 
Auditing Divisions. 

Off the record. 

( Discussion off the record.) 


CLarms Division 





Mr. THomas. We will now put pages 62 and 63 in the record at this 
time. 
(Pp. 62 and 63 are as follows :) 


Scope and nature of work program—Actual or estimated obligations, personal services 








| i j = 











































Fiscal year Number Average Net salaries Change in 
| number } salaries 
| 
1957 . os 700 | 685 $3, 800, 000 | ae 
1958 ; ‘ j } 672 | 657 | 3, 661, 700 } —$138, 300 
| | 


\ | 


All claims received in the General Accounting Office are processed by the 
Claims Division except those involving common carriers incident to rates, fares, 
and charges, which are processed by the Transportation Division. 

The claims properly for settlement by the Claims Division fall into two gen- 
eral categories, namely, (1) claims against the Government, generally known as 
payment claims and (2) claims by the Government, generally known as debt 
claims. 

The claims settlement function of the General Accounting Office is performed 
under basic legislation which provides that all claims by and against the Govern- 
ment will be settled by the General Accounting Office. With the enactment 
of the lapsed appropriation legislation, the claims hereafter received should be 
largely those claims which involve such doubt as to reasonably preclude the ac- 
countable officers from making payments, and those claims which this Office is 
required by law and regulation to settle. Debt claims are referred here either 
because they involve doubt as to the amount due and owing the Government, or 
pursuant to General Accounting Office, General Regulations No. 129, because 
the amount of the indebtdness is uncollectible by the administrative agencies. 

Much has been done during the last fiscal year to improve the administrative 
processes with respect to both types of claims, in order that a grenter volume 
may be disposed of finally by the agencies, and, also, to improve the quality of 
administrative reports. Furthermore, with a view to diminishing the volume 
of claims received by the General Accounting Office, this Office sponsored the 
enactment of Public Law 798, 84th Congress, approved July 25, 1956, the pro- 
visions of which enable the various administrative agencies to make payment of 
nondoubtful claims from appropriations that have lapsed. 

With respect to the debt claims an aggressive program has been underway 
with the various departments, and particularly in the Veterans’ Administration 
and the Defense Departments, to cause the initiation and implementation of 
stronger administrative collection processes. This program included the revision 
of General Regulations No. 120 (now renumbered General Regulation No. 129), 
to establish better administrative guidelines, and liaison work with the de- 
partments through which we presented suggested policies and procedures to 
strengthen the administrative processes. Our suggestions have been, generally, 
acceptable to the departments and the Veterans’ Administration and the military 
departments have installed improved collection procedures. 
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Mr. Tuomas. Now we come to the Claims Division. 
Mr. A. Banxs Tuomas. Mr. Chairman, before we start the testi- 
mony of the Claims Division may I make a few personal remarks? 

Mr. Tomas. Yes. 

Mr. A. Banxs Tuomas. Mr. Chairman, I appreciate very much 
your overgenerous remarks in connection with my retirement. I 

now so long as this committee is headed by you and receiving the 
support of the many outstanding members of the committee that you 
will continue to be successful. 1 wish the best for you and the mem- 
bers of your committee. I would also like to thank Mr. Campbell for 
his most generous statement. I am sure I am not deserving of the 
many nice things you have said and he has said. So long as the present 
Comptroller General, Mr. Campbell, heads the General Accounting 
Office I am sure neither you, the Congress, nor the taxpayers will have 
any reason for worrying. He is an outstanding man and is doing an 
outstanding job. Mr. Campbell, I thank you from the bottom of my 
heart. 

Mr. Tuomas. Thank you, we will now look at Claims Division. I 
notice you are reducing your positions by 28 this year, from 700 down 
to 672, and there was a cost of $3,800,000 last year, and $3,661,700 
this year. And you say: 

All claims received in the General Accounting Office are processed by the 
Claims Division— 

Is that correct—for and against ? 

Mr. A. Banxs THomas. With some exceptions. 

Mr. Tuomas. What are those exceptions? 

Mr. A. Banxs Tuomas. Corporations, generally their claims would 
not come to us, 


EFFECT OF PUBLIC LAW 798, 84TH CONGRESS 


Mr. Tuomas. What does Publiw Law 798 of the 84th Congress do? 
In sum and substance, I gather from reading the justifications, it 
generally gave back to the agencies the authority to settle their own 
claims. Does it put a dollar limitation ? 

Mr. Fisner. That statute was enacted to keep claims away from us 
that really were not in the category of claims. Under the old statute— 
the appropriations were obligated during 1 year and if payment 
was not made within the 2 following years, it had to come to the 
General Accounting Office even though it was an ordinary, day-to-day 
type of disbursement. 

Mr. Tuomas. The law just extends the statutory period when pay- 
ments may be made by the agencies; is that right? 

Mr. Fisuer. That is right. 

Mr. Tuomas. I see; but anyway, it is going to take some part of 
the workload off of you. What part—1 percent, 5 percent, 10 percent ? 
Mr. A. Banks Tuomas. Considerably more than that. 


WORKLOAD DATA 





















Mr. THomas. We will put in the record at this point pages 73 and 74. 





(The pages referred to are as follows :) 


Workload and performance data, General Accounting Office, Claims Division 


| 
| Production data 


Activity Unit of | Fiscal | Receipts| Work- 
work year load Produc- | Man- Per 
| tion years | man- 
year 


Civil claims !. ; Claims. 1955 
1956 
Civil review !__. 1955 
1956 
Military claimas !__ ‘ 1955 
| 1956 
Military review ! 1955 
1956 
Payment claims adjudica- | 1956 
tion.! | 1957 
1958 
Payment claims review !__. 1956 
| 1957 
1958 
Debt claims (Washington) -_| 2 ; 1955 
1956 
1957 
| 1958 
Debt review ..| Claims 1955 
1956 
1957 
1958 
Indianapolis debt___. aoa 1955 
1956 
1957 
1958 
Indian tribal section... 1956 
1957 
1958 
Claims service section... 1956 
} 1957 
1958 
Administrative. biases Fi 1956 
1957 30 
| 1958 30 
al a ee ai — 1956 alee . 704. ¢ 
1957 : 685 
1958 eivaeeon ‘ 657 


! These sections were consolidated into a Payment Claims Adjudication and Payment Claims Review 
Section and are marked with an asterisk (*) and are shown on a consolidated basis for comparative purposes 
(1956 only " 


Mr. THoas. Give us a summary of these tables, Mr. Thomas. 
Mr. A. Banks Tuomas. To show the comparison of the effects of 
the Certified Claims Act, we received 7,822 claims in July 1956 and 
only 3,187 in September 1956. 
Mr. Tuomas. Break it down between the military and civilian, some 
of these big figures. 
MILITARY CLAIMS 


Military claims for 1956, you received almost 56,000 claims. How 
many of them did you dispose of that year ? 

Mr. A. Banks THomas. We have a very small backlog of approxi- 
mately 4,000. 

Mr. THomas. 4,000—that is remarkable, out of 56,000. 

Now, what is the difference between a “claim” and a “military 
review” ¢ 
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Mr. A. Banks Tuomas. That is where the claim is adjudicated and 
gone over by a separate adjudicator for review purposes. There is a 
small bac ‘klog aw aiting review. 

Mr. Tromas. It is not the same group, is it; in other words, it is one 
group checking another group in the Claims Division ¢ 

Mr. A. Banxs Tuomas. That is right. 

Mr. Tuomas. Well, that makes sense, because if there are any 
errors, they are bound to catch them. 


DEBT CLAIMS 


In 1957 you received 48,000 and your workload was 142,000 and your 
carryover was 74,000. You were losing ground. 

Now, what is this new act going to do to you in the civilian field? 
In 1958 you receive 45,000, you have a carryover from 1957 of 75,000, 
that gives you a workload of 120,000. —well, you are making a little 
progress. 

Mr. Camreetyu. These are debt claims. 

Mr. A. Banxs THomas. These are claims in favor of the United 
States. 

Mr. Campseryt. Debts due us. 


PAYMENT CLAIMS 


Mr. Troms. Where are the claims against the United States, the 
first one? 

Mr. A. Banxs Tuomas. Yes, sir. 

Mr. Camppe.tyt. The payment claims. 

Mr. A. Banks Tuomas. You will note that the closing backlog for 
1958 will be very small, no more than a working load. 

Mr. Tuomas. Yes; they will be practically nil. Which is the larger 
group, for or against ? 

Mr. A. Banks Tuomas. In favor of the United States, much larger. 

Mr. Camppeti. That is our problem in claims now. 

Mr. Tuomas. That is your big workload ? 

Mr. Camppeny. Yes, sir. 

Mr. Troomas. The debt claims which are owed the Government ? 

Mr. A. Banks Tuomas. That is right. 

Mr. Tuomas. What luck do you have in settling these claims? Let 
us see your production figures. Does that mean they were settled by 
suit or otherwise? 

Mr. A. Banks Tuomas. Yes, sir; either by collection or through suit. 

Tuomas. You settled 61.500 in 1956 and you estimate you will 
settle 68,175 in 1957, and 63,312 in 1958—what is the nature of these 
claims in favor of the Government? 

Mr. A. Banxs Tuomas. Well, these figures are probably alarming 
to note as a backlog, but those cases will be in the process of collection. 


CLAIMS REFERRED TO DEPARTMENT OF JUSTICE 


Mr. Tuomas. What part of these cases go to court and what part 
are settled otherwise ? 

Mr. A. Banxs Tuomas. About 30 percent of all the debt cases we 
have, probably between 25 and 30 percent, will be sent to Justice for 





collection and the balance we either collect ourselves or otherwise 
dispose of. 

Mr. Tuomas. Two-thirds of them you handle right in your own 
shop ? 

Mr. A. Banxs Tuomas. Probably more. 

Mr. Tuomas. And what is the fate of that one-third that you send 
to Justice ? 

Mr. A. Banks Tuomas. For the past 2 years they have had better 
luck than ever before. 

Mr. Tuomas. Most of them are compromised and settled ? 

Mr. A. Banxs THomas. Many are compromised. 

Mr. THomas. What part goes to court; is it one-third, one-fourth, 
or one-fifth ? 

Mr. A. Banks Tuomas. That go to suit? 

Mr. Tuomas. Yes. 

Mr. A. Banks Tuomas. I would say probably not over 10 percent 
actually go to suit. 


CLAIMS DIVISION COLLECTIONS 


Mr. Tuomas. Dollarwise what does it amount to, the claims against 
the United States? Can you put that in the record / Do you have 
those figures for 1956, 1957—or does that show up in those collections ? 

Mr. Campsetu. It shows in the collections. 

Mr. Tuomas. It does, that is a part of it? 

Mr. A. Banks Tuomas. Yes, sir. 

Mr. Tuomas. And the biggest part of that figure is from Mr. Hoag- 


land’s efforts in rail and passenger tariff rates. Dollarwise, what 
would you say it amounts to, $10 million, $15 million or $20 million a 
year ¢ 

Mr. A. Banxs Tuomas. About $7 million last year, but up to Feb- 
ruary of this year we have collected over $7 million. 


NATURE OF CLAIMS 


Mr. Tuomas. It is in the justifications but it will not hurt to detail 
it again. What is the nature of the vast majority of these claims, 
either for the Government or against the Government, and civilian 
and military ¢ 

Mr. A. Banxs Tuomas. They cover multiple fields. Most of our 
debt cases come from defense agencies and the Veterans’ Administra- 
tion. We also get debt claims from other activities. 

Mr. Tuomas. What would be the nature, give a classical example, 
of a military claim. 

Mr. A Banxs Tuomas. Well, for instance, in Indianapolis, we have 
a small setup there, up until the last year all of those were overpay- 
ments of allotments and allowances to World War II veterans and now 
we are getting other types of debt, transportation, and overpayments 
of back pay. And in the Veterans’ Administration, they arise through 
compensation overpayments, insurance overpayments, and so on. 

Mr. Tuomas. And they range from $25 to $100? 

Mr. A. Banks Tuomas. Well, a lot of them are substantial amounts, 
Mr. Chairman. 
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Mr. Tuomas. They are? 

Mr. A. Banxs Tuomas. Possibly over half were over $500 and many 
of them were over $1,000. 

Mr. Tuomas. I suppose an error was made, and repeated for 12 or 
13 or maybe 18 months before it was caught. What about the civilian 
claims? 

Mr. A. Banxs Tuomas. The civil debt claims would arise through 
contractors being overpaid under contracts or contractors going into 
bankruptcy and through fraud; we have a number of fraud cases, and 
they would also arise through travel pay and allowances and so forth. 


Civit AND DEFENSE AUDITING AND ACCOUNTING DIVISIONS 


Mr. Tuomas. At this point we will insert pages 140, 141, 142, 143, 
170, 171, and 172, in the record. 
(The pages referred to are as follows :) 


DEFENSE ACCOUNTING AND AUDITING DIVISION 


Scope and nature of work program—Actual or estimated obligations, personal services 


Number Average ! Net salaries Change in 
number | salaries 


Fiscal year 


| 
775 | $4, 133,800 |._.. 
4, 763, 300 +-$629, 500 


1957... b esis actbsiace atin unk armebagaidie 


1958 859 


) 
| 

oe sietshadiccagaenlliadt 
| 


This Division is responsible for carrying out the cooperative accounting sys- 
tems development, auditing, and investigative functions of the Office in the 
Department of Defense, including the military departments, except for the civil 
functions of the Corps of Engineers. This responsibility does not include the 
audit of transportation charges, which is specifically assigned to the Transpor- 
tation Division. It does include the audit and settlement of accounts of military 
disbursing officers and other accountable officers of the military establishments. 

The functions and duties of the Defense Accounting and Auditing Division are 
performed by its Washington staff, its Far East Branch, and its Army, Navy, 
Air Force, and Marine Corps Audit Branches located at Indianapolis, Cleveland, 
Denver, and Washington, D. C., respectively, with assistance from the regional 
offices of the Field Operations Division. 

Scope 

Our reviews and evaluations of the financial management controls and pro- 
cedures in the Department of Defense are carried out in Washington, chroughout 
the United States, in the Territories, the Far East, and on the Continent of 
Europe. 

The enormousness of the operations of the Defense Establishment, both from 
the standpoint of expenditures and the scope of their activities, makes our task 
in this area one of tremendous importance. Some idea of the size of the military 
program may be visualized when it is recognized that at the end of fiseal year 
1956 the unexpended balances for military functions was approximately $40 
billion and that over $36 billion was appropriated for the fiscal year 1957. Ac- 
tual expenditures during the 1956 fiscal year were $35.6 billion. 

Our activity in the defense area included the field of procurement and con- 
tracting, industrial and commercial-type activities, pay and allowances, opera- 
tions at posts, camps, and stations, and many aspects of financial management. 
While our actions in the past year were extended into a number of significant pro- 
grams and areas of operations, we intend to further expand our coverage as fast 
as we are able to recruit and train qualified personnel, 
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STAFF UTILIZATION 


To carry out our plans and programs the services of an additional number of 
qualified personnel in the Defense Accounting and Auditing Division, principally 
in our Washington staff, will be required and our budget request for the Defense 
Accounting and Auditing Division is based on the minimum needs of each unit. 

The Office of the Director is responsible for the supervision and direction of the 
Division. This includes the responsibility for the coordination of the work of 
the aecounting, auditing, and investigative groups, administrative and technical 
supervision of the work programs, the processing of reports, and the establish- 
ment of Division policy and procedures. 

Our Washington accounting, auditing, and investigative staffs are responsible 
for carrying out the cooperative accounting systems development, the auditing 
functions and the investigative duties in the Department of Defense, including 
the military departments. This includes the responsibility for the planning and 
execution of the work programs in the Washington, D. C., area and the technical 
supervision and planning of the work programs carried out by the regional offices 
of the Field Operations Division. 

Our Far East Branch, which is covered separately, is responsible for the co- 
operative accounting systems development, the auditing functions, the investiga- 
tive duties, and the legal functions for all military activities in the Far East area. 
This includes the responsibility for the planning and execution of the work pro- 
grams for that area and for the execution of related work programs planned by 
the Washington staff. 

Our Army, Navy, Air Force, and Marine Corps Audit Branches, located in 
Indianapolis, Cleveland, Denver, and Washington, D. C., respectively, are re- 
sponsible for our centralized audit and settlement of accounts of accountable 
officers of the Departments of the Army, Navy, and Air Force, and the Marine 
Corps. These branches are also responsible for conducting surveys of the fiscal 
operations of the military department finance centers and selected military 
installations. 

The. following table indicates the minimum staffing requirements according to 
organizational units. 


Staff assignments 


Number of employees 


At Jnly 1, Fiscal year Fiseal vear 
1956 1957 1958 

Office of the Director  - pete ill. Seakeeeud 7 | ‘ 20 
Washington accounting, auditing, and investigative staff ._.. 150 | 92 256 
Army’ Audit Branch ---~.-- a 252 262 | 262 
Navy Audit Branch_- on sausenense 134 | 35 | 132 
Air Foree Audit Branch. -- as | 170 | 5 165 
Marine Corps Audit Branch----- sesame’ 31 37 | 37 


754 872 


Crivit AccoUNTING AND AuprTING DIVISION 


Scope and nature of work program—A ‘tual or estimated obligations, personal services 


! ’ 
Fiseal year Number | Average | Net salaries | Change in 
number | | salaries 
| 
1,054 | $5,981,600 |__- 
930 5, 543, 500 | 
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The Civil Accounting and Auditing Division has responsibility for all auditing, 
investigative work, and accounting systems work performed by the General 
Accounting Office except that relating to the activities and financial transactions 
of the military departments which is the responsibiliy of the Defense Accounting 
and Auditing Division and the audit of transportation payments which is the 
responsibility of the Transportation Division. This includes work relating to 
the financial transactions and activities of the Department of Agriculture, the 
Department of Commerce, the Department of Health, Education and Welfare, 
the Department of the Interior, the Department of Justice, the Department of 
Labor, the Post Office Department, the Department of State including the Inter- 
national Cooperation Administration, the Treasury Department, the civil func- 
tions of the Corps of Engineers, Department of the Army, approximately 115 
independent corporations, agencies, boards, and commissions in the executive 
branch of the Government, and organizations and offices in the legislative and 
judicial branches. 

Much of this activity is carried on at the sites where the operations of the 
various departments and agencies are conducted. A staff of 490 auditors, in- 
vestigators, and systems accountants was employed at July 1, 1956, to carry out 
this work. The Civil Accounting and Auditing Division is assisted in this work 
by the regional offices of the General Accounting Office when it is necessary for 
the completion of an assignment to perform work both in and out of Washington. 

The Civil Audit Branch of the Civil Accounting and Auditing Division, which 
had 189 employees on its rolls at July 1, 1956, is responsible for auditing the 
accounts of the accountable officers of those civil agencies of the Government 
that are required to transmit their accounts to the General Accounting Office 
for audit at a central location. The Civil Audit Branch is also responsible for 
issuing certificates of settlement of accounts of disbursing officers for most of 
the civil agencies of the Government whether the accounts are audited at the 
site or centrally. Certificates of settlement are also issued to certifying officers 
when exceptions have been stated against them because of improper certifications 
on vouchers. 

The Depositary Accounts Branch of the Civil Accounting and Auditing Division 
is responsible for the audit, reconciliation, and adjustment of the depositary 
accounts of disbursing officers. The balances in these accounts as reported by 
the disbursing officers are reconciled with balances reported by the Treasurer 
of the United States. Differences disclosed through the reconciliation of de- 
positary accounts, as well as differences disclosed through other audits, are 
considered when issuing certificates of settlement of accounts of disbursing 
officers and of the Treasurer of the United States. This branch had 366 em- 
ployees at July 1, 1956. 

The Director of the Civil Accounting and Auditing Division is responsible for 
the administration and operation of the Division. The Office of the Director con- 
sists of the Director, a Deputy Director, three assistants to the Director, and sec- 
retaries. 

The budget request of the Civil Accounting and Auditing Division is based on 
the needs of the Office of the Director, the Washington accounting, auditing, and 
investigative staff, the Civil Audit Branch, and the Depositary Accounts Branch. 

It is estimated that the Division will employ an average of 930 persons in fiscal 
year 1958. This is 124 less than the number required for fiscal year 1957. It is 
expected that there will be a decrease of 2485 employees in the Depositary Ac- 
counts Branch during the fiscal years 1957 and 1958 because of the gradual 
transfer of its functions to the Treasury Department where the check accounting 
operations of the Government are being placed under an electronics data proc- 
essing system. 


Mr. Tuomas. You state: 
The Civil Accounting and Auditing Division has responsibility for all auditing, 
investigative work, and accounting systems work performed by the General 


Accounting Office except that relating to the activities and financial transactions 
of the military departments which is the responsibility of the Defense Accounting 
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and Auditing Division and the audit of transportation payments which is the 
responsibility of the Transportation Division. This includes work relating to 
the financial transactions and activities of the Department of Agriculture, the 
Department of Commerce, the Department of Health, Education, and Welfare, 
the Department of the Interior, the Department of Justice, the Department of 
Labor, the Post Office Department, the Department of State including the Inter- 
national Cooperation Administration, the Treasury Department, the civil fune- 
tions of the Corps of Engineers, Department of the Army, approximately 115 inde- 
pendent corporations, agencies, boards, and commissions in the executive branch 
of the Government, and organizations and offices in the legislative and judicial 
branches. 


That is a pretty good statement. 
OBLIGATIONS FOR EXPENSES OTHER THAN FOR PERSONAL SERVICES 


Mr. Tuomas. We will insert pages 7 through 14 in the record at 
this point. Page 7 is a table of obligations by object and the other 
pages are detailed justification of the various other objects. 

(The pages referred to as follows :) 


Unitep States GENERAL ACCOUNTING OFFICE 


Estimated obligations other than personal services 


Fiseal year | Estimated | Increase (+) or 
obligations decrease (—) 


760, 000 


920, 000 +$2, 160, 000 


1957. . - 
1958... 


$2, 
4, 


The estimate of $4,920,000 represents an increase of $2,160,000 over the amount 


available for 1957. The comparison by object classification is as follows: 


! 
Increase (+) 
Object class or decrease 
(—), 1958 
over 1957 


Travel $1, 500, 000 $1, 700, 000 +-$900, 000 
Transportation of things 100, 000 100, 000 
Communication services 115, 000 115, 000 
04.1 Penalty mail 40, 000 40, 000 
Rents and utility services 185, 000 118, 000 67, 000 
Printing and reproduction 150, 000 129, 000 —30, 000 
Other contractual services: 
07 Other contractual services, miscellaneous . 10, 000 | 10, 000 
07.2 Credit reports. . 15, 000 45, 000 
07.5 Group life insurance. - 110, 000 113, 000 +3, 000 
Services performed by other Government agencies: 
07 Other contractual services, miscellaneous -- -- 30, 000 25, 000 —5, 000 
07.1 Security investigations 100. 000 | 105, 000 +5. 000 
07.4 Administrative support, overseas branches 57, 500 62, 000 +4, 500 
Supplies and materials 200, 000 200, 000 : 
Equipment 90, 000 90, 000 
Grants, subsidies, 2nd contributions 2, 050, 000 2, 050, 000 
Pensions, annuities, and insurance claims 17, 500 17, HM 
Refunds, awards, and indemnities 5, 000 5, 000 
Taxes and assessments 5, 000 4, 500 —500 


Total estimated obligations other than personal services 2, 760, 000 4, 920, 000 2, 160, 000 





Of the net increase of $2,160,000 required for fiscal year 1958, $2,050,000, or 
95 percent, is to provide for the contribution from our appropriation to the 
civil service retirement fund of a sum equal to the 6144 percent required: to he 
withheld from employees’ basic salaries (Public Law 854, 84th Cong., July 31, 
1956). 


ie Increase (+) 

E or 
decrease (— 
1958 over 1957 


Other divisions and offices i Pdeas $35, 000 $35, 000 od 
European Branch ew : ‘ 115, 000 125, 000 | +$10, 000 
Far East Branch _. , 105, 000 75, 000 | —30, 000 
Accounting, auditing, and investigative functions: 
Accounting and auditing policy staff 5, | 20, 000 | +5, 000 
Staff management -- 
Defense Accounting and Auditing Division 109, 000 | 129, 000 | +2 
Civil Acconnting ani Auditing Division 136, 000 176, 000 +40, 000 
Field Operations Division - - -.-- 4 a 968, 000 1, 123, 000 | +155, 000 


Total estimated obligations........-...-. ioe 1, 500, 000 | 1, 700, 000 | +200, 000 


The above travel analysis for the fiscal year 1958 shows a requested net in- 
crease of $200,000 which will be required to permit broader coverage in the ac- 
counting, auditing, and investigative activities in the domestic and foreign areas. 
The reduction of $30,000 for the Far East Branch in 1958 results from our plans 
to staff the major portion of the Tokyo office during 1957. The amount requested 
for the Far East Branch for 1958 is to provide for the costs of travel of the addi- 
tional employees necessary to complete the staffing of the Branch and for neces- 
sary travel within the areas covered by the Branch. 

Within the defense establishments activity will be extended into a number of 
significant programs and areas of operation and more extensive coverage will 
be given to the fields of procurement and contracting, industrial and commercial- 
type activities, pay and allowances, and operations at posts, camps, and stations. 
These estimates provide for bringing additional activities of the Military FEstab- 
lishment under the comprehensive program and permit increased emphasis to 
be given to the review and evaluation of certain financial-management aspects of 
the defense organization. 

Provision is made for continuation of the accounting, auditing, and investi- 
gative functions in the civil activities and for increased emphasis on the work 
performed at the site of operations. During the fiscal year 1958 increased effort 
will be devoted particularly to the Department of Health, Education, and Wel- 
fare and the Veterans’ Administration. 

As an indication of the planned expansion of the accounting, auditing, and 
investigative program in the defense and civil agencies, our estimates provide 
for 1,773 travelers in 1958, an increase of 253 travelers over our revised esti- 
mates for 1957. Not only do the estimates make request for increased funds to 
provide for these additional travelers; they also contemplate additional travel 
for each staff member during fiscal vear 1958 in order to continue to realize on 
a greater scale the benefits to the Government from this program. The estimates 
also provide for the travel of newly recruited accountants to Washington, D. C 
for an intensive training course preparatory to assignment in Washington or in 
the field, and the travel of college-level juniors to on-site assignments during the 
summer months. 


03 Transportation of things: 
OS ee ere wena $100, 000 
Ee - Bee tit 100, 000 


No changes have been made in the estimate for 1958. The amount requested 
will be necessary to provide for the transportation of household goods and effects 
of employees transferred to, from, and between the regional offices. Part of this 
amount will also be needed to cover the shipment of household goods and effects 
of (1) emplovees to be transferred to the Far East Branch, (2) employees who 
will be transferred as replacements or additions to the European Branch, and (3) 
personnel of the European Branch who will be returning to the United States at 
the completion of their overseas contracts. In addition there will he a con- 
tinuing need for amounts to defray the expense of the shipment of audit work- 
papers from various points in the United States and its possessions to Washing- 
ton, D. C., and a variety of miscellaneous transportation charges. 














04 Communication services: 
SRN DE he 
Estimate, 1958_..._.._____ " 


<a $155, 000 
Se Eee eee 155, 000 


No changes have been made in the estimate for fiscal year 1958. The amount 
requested will be necessary to cover the ordinary expenses of local and long 
distance telephone calls, telephone services in the regional offices, and the costs 
of penalty mail and other miscellaneous communication charges. 


05 Rents and utilities: 
Estimate, 1957 


ee 
Estimate, 1958 


arma ete cn ale 118, 000 


— 67, 000 

The decrease of $67,000 in 1958 represents a reduction in costs for the rental 

of electrical accounting equipment used in the check accounting activity. This 

activity is being gradually transferred to the Treasury Department where check 

accounting operations of the Government are being placed under an electronic 
data processing system. 


06 Printing and reproduction: 
Estimate, 1957 
Estimate, 1958 


dated linen deceit é $150, 000 
és 120, 000 


—30, 000 

The decrease of $30,000 in 1958 takes into account certain nonrecurring costs 
which are included in the revised estimate for 1957. The amount requested for 
1958 will be necessary to provide for the costs of printed forms and letterheads, 
publications, tabulating cards for the remaining work in the check-accounting 
activity and for other electrical accounting activities, printing of monthly 
pamphlets and annual volumes of decisions of the Comptroller General, and the 
annual report of the Comptroller General of the United States. 


OT Other contractual services: 


Estimate, 1957_____- eee ne ered ___. $352, 500 
enti i Rens! 5 pi. wscnitnet unin Dredeatinnt heiab _ oe Sed Bil 360, 000 
+7, 500 


Detailed breakdown of this object class showing services performed by Fed- 
eral and non-Federal activities : 








Increase or 
1957 1958 decrease, 1958 
over 1957 








07 Other contractual services: 


07 Other contractual services, miscellaneous $10, 000 $10, 000 
07.2 Credit reports 45,000 | 45, 000 
07.5 Group life insurance 110, 000 113, 000 +-$3, 000 
Services performed by other Government agencies: 
07 Other contractual services, miscellaneous: 
General Services Administration_- 25, 000 20, 000 —5, 000 
Department of State 1, 500 1, 500 
Other_. 3, 500 | 3, 500 
07.1 Security investigations: 
Civil Service Commission 100, 000 | 105, 000 +-5, 000 
07.4 Administrative support, overseas branches 
Department of State.___._.-- ‘ 57, 500 62, 000 +4, 500 





iaiccetantatrliteccemuades 352, 500 360, 000 +-7, 500 





This estimate ineludes provisions for security investigations of personnel 
occupying sensitive positions pursuant to security regulations based on Execu- 
tive Order 10450 dated April 27, 1953; the contribution for group life insurance 
to be paid from the General Accounting Office appropriation under Public Law 
598, August 17, 1954; reimbursement to Department of State for providing 
office space and supporting costs to the European Branch, and an amount for 
the rental of space for the Far East Branch at Tokyo, Japan, together with 
related supporting costs. Also included in this object class is the coverage for 
the repair of office equipment, various services supplied by GSA in connection 
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with moving and space, and for credit reports utilized in the settlement of 
debts due the United States. 

The decrease of $5,000 in 1958 for “Other contractual services, miscellaneous” 
results from the nonrecurrence in 1958 of certain necessary miscellaneous ex- 
penditures arising in 1957 involving organizational moves. 

The increases in 1958 over the estimate for 1957 are in the following areas: 

Group life insurance.—The increase of $3,000 provides for coverage of the 
increase in average number of employees for 1958 over 1957. 

Security investigations.—The increase of $5,000 is based on advice received 
from the Civil Service Commission that the cost of conducting investigations 
in fiscal year 1958 will be raised to $265, an increase of $15 per investigation 
over the estimates for 1957. 

Administrative support, overseas branches.—T! e increase of $4,500 is support 
for our estimated personnel Complement in the overseas branches during 1958, 
OS Supplies and materials: 

Estimate, 1957_-_- sath : _....--. $200, 000 
Estimate, 1958 : Pee ee jt ee 200, 000 

The inventory as at June 30, 1956, was slightly over $52,000 and, based on 
actual issues, represents only a little more than a 3 months’ need, A strict review 
and evaluation of all requisitions and purchase orders, plus insistence upon 
maintaining the lowest possible stock inventories, will be continued in order 
to hold down costs. The estimate of $200,000 represents the minimum amount 
required for current operating needs. 

09 Equipment: 
Estimate, 1957 
Estimate, 1958 

The actual and necessary expenditures in 1956 were over $92,000. The amount 
requested for 1958 will be required to meet current operating needs, provide 
for the acquisition of office furniture and fixtures for regional offices of the Field 
Operations Division, and permit necessary replacement of typewriters, calcu- 
lators, and adding machines. 

11 Grants, subsidies, and contributions: 
Estimate, 1957 7 sia ws ; j oan 
Estimate, 1958___.----- peviesteectinazen ‘i ssl ._ $2, 050, 000 


+2, 050, 000 
EMPLOYMENT 


RECRUITMENT OF PERSONNEL 


Mr. Yares. Mr. Campbell, do you have any trouble getting per- 
sonnel ? 

Mr. Campseti. Mr. Yates, we have had a great deal of trouble and 
we finally decided that we would set up an office for the one purpose of 
recruiting accounting personnel. 

Now, as to lawyers, we have not had too much trouble. Mr. Fisher 
has been watching for young lawyers, for the real topflight young men, 
and I think he has been ver ry successful without too much trouble. 

In investigators, there is no problem, but with accounting personnel. 
it is a tremendous problem and we have brought in Mr. Leo Herbert, 
who is a very well-known teacher of accounting and also a practitioner. 
He has a small staff devoted entirely to keeping i in touch with univer- 
sities and colleges and schools of accounting and also accounting 
firms, recruiting at all levels. 





RECRUITMENT PROGRAM FOR ACCOUNTANTS 


Mr. Yares. What do you pay accountants? 

Mr. Morse. We pay a beginning salary of about $307 a month. 

Mr. Yates. Do you get any accountants at that salary? Are these 
accountants that you are recr uiting ? 

Mr. Morse. These are college graduates. 

Mr. Yares. Not necessarily “CPA's? 

Mr. Morse. No. 

Mr. Campsetn. Oh, no. 

Mr. Yares. Or necessarily specialists in accounting ? 

Mr. Morse. No, those would come in the higher grades, depending 
on their qualifications and abilities. 

Mr. Camppetn. These are boys from Wharton School, for example, 
who mave majored in accounting in college, who have no experience. 

Mr. Yates. Do you also recruit experienced accountants ? 

Mr. Camppnett. We also recruit at a higher level. 

Mr. Yarrs. What level ? 

Mr. Camppety. Right on through; we recruit as high as grade 
GS-15. 

Mr. Yares. That is your highest? 

Mr. Camesett. Yes. 

Mr. Yares. The reason I asked is that the Federal Power Commis- 
sion, among other agencies that appeared before our subcommittee, has 
told us that they are experiencing very great difficulty in obtaining 
accounting personnel. I know how important it is, not only to them 
but to you and I wondered what your experience has been. 

Mr. Campsett. We are now able to recruit without written exami- 
nations, which is of great advantage to us and we hi: ive the possibility 
of bringing in new accountants at the higher grade GS-7. 

Mr. Yatrs. Have you asked the Civil Service (ounnninaliédl for a 
reevaluation of their standards ? 

Mr. Campsetn. We are in touch with them continually. 

Mr. Yates. What has been your experience ¢ 

Mr. Campneit. They have been very cooperative. This past year 
we have accomplished a great deal w ith them. 

Mr. Yarrs. Have they ——— you to hire at a higher grade? 

Mr. Camenriy. Grade GS-5, is as high as we can go for men just 
getting out of school. However, they have permitted us to employ 
our accountants at the college level, almost on the spot. 

We think we have the answer to our problem by having this high- 
grade group of men who are recruiting and tr aining and teaching our 
people. For instance, we have a CPA course going at night in our 
building at the moment. 

Mr. Morse. About 90 people are in the class. 

Mr. Camprect. We will send up about 90 for examinations, this 
spring. 

Mr. Yarrs. How many vacant positions do you have of those you 
are authorized to hire? 
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Mr. Campspett. Will you answer that, Mr. Morse? 

Mr. Yates. Is your payroll up to the authorized strength ? 

Mr. Morse. Our figures—— 

Mr. THomas. Break down the vacancies. 

Mr. Morse. Our college recruiting is around 250 a year, but that 
requires visiting a tremendous number of colleges 


NUMBER OF VACANCIES 


Mr. TxHomas. How many vacancies do you now have overall 
throughout the agency and what. number of them are accountants; 
what number of unfilled jobs did you have on January 1, throughout? 

Mr. Morse. I think we will have to supply that. 

Mr. Campnett. I think we will have to obtain those figures. 

Mr. Yates. You don’t have the number with you? 

Mr. Morse. No, sir. 

Mr. Yates. But you do know there are unfilled positions ? 

Mr. Morse. We will take all that we can get that are capable of 
doing the work. 

Mr. Tuomas. Don’t you have that figure? You are bound to have 
it some place. 

Mr. Camppeti. At January 31, our actual number on the job was 
5,380 in the entire organization. 

Mr. Tuomas. How many appropriated jobs do you have? Your 
average employment is around 6,100 or 6,200; is it not ? 

Mr. Camppety. This is for the current fiscal year? Our estimate 
was 5,702. 

Mr. Tuomas. For the current fiscal year. 

Mr. Camppetn.. For 1957 it was 5,702. That is our average number 
anticipated for 1957. Now, I would like to point out 

Mr. Tuomas. The actual number of jobs you had, not the average 
number; is this 5,380 the average number actually ? 

Mr. Campsetxt. At January 31, 1957, the actual number on the pay- 
roll 

Mr. Tuomas. That is bodies? 

Mr. Camrseti. Bodies, 5,380. 

Mr. Tuomas. So this figure of 5,702 average employment is nearer 
5.900 or 6,000 ? 

Mr. Yates. Authorized, you mean? 

Mr. Tuomas. Jobs authorized. 

Mr. Campsety. No, that would be the average number. 

Mr. Tuomas. That is right, but what is the number of bodies appro- 
priated for, not average number, that is nearer 5,900 or 6,000; is it not? 
Mr. Campsety. 5,908 is gross—our lapses are 206—our net 5,702. 

Mr. Yates. Lapses were 206? 

Mr. CAmpsetu. Yes, and that brings it down to 5,702. 


NUMBER OF VACANCIES IN THE ACCOUNTING DIVISIONS 


Mr. Yates. Where do these vacancies occur? 

Mr. Campsetyt. The difference between those figures, 5,380 and 5,702, 
is made up of 2 factors. 

One is the constant improvements in other divisions outside of the 
accounting and investigating and audit, which are decreasing the 
number of people. 
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The figure that we are discussing and worrying about it the account- 
ing, investigative, and auditing personnel, which totals 2,83: 

Mr. Yates. As of what time? 

Mr. Campset.. As of January 31, 1957; and that is the group which 
comprises the defense, civil, field, staff management, and accounting 
and auditing policy. That is the figure which we are attempting to 

raise, we hope, by 200 or 300 in the coming year. 

Mr. Yares. You indicated you have vacancies in the neighborhood 
of 400 jobs. Can you furnish now, or for the record, a bre: akdown of 
where the vacancies occur ? 

Mr. Tuomas. That is, what part of the 400 vacancies is in audit? 

Mr. Campsett. I see. 

Mr. Yates. You have 2,833 as of January 31. What is the author- 
ized strength for personnel of that type? 

Mr. Campsetn. I will give you that in a moment. 

Going back again to the 5,702 net figure after lapses which we men- 
tioned a moment ago, in that field there is allowance for 3,058. 

Mr. Yates. These are average jobs; aren’t they ? 

Mr. Campseti. That is 3,058 in the Accounting Division, which are 
critical 

Mr. Yates. Can you contrast that with the 2,833 figure? 

Mr. Campsett. The difference is our shortage. 

Mr. Yates. Well, the 2,833 figure is the actual employment? 

Mr. Campsety, That is actual. 

Mr. Yates. Can you contrast that with the 3,058 which is average? 

Mr. Camppett. Yes. In other words 

Mr. Yates. Are you not comparing different sets of figures? 

Mr. CampsE.t. As it happens during the fiscal year ending June 30, 
1957, our actual employment and average will be about the same. In 
other words, we are holding our own, or gaining a bit. 

Mr. Yates. Roughly, it is about 170 jobs? 

Mr. Camppeti. Yes, 170 jobs, which we can fill tomorrow, if we 
could get the candidates. 

Mr. Yares. If you could get the qualified personnel ? 

Mr. CampneLn. Yes; tomorrow, we could take them on. 

Mr. Yates. And this is the big cry of every agency. They are all 
looking for accountants, they are all looking for engineers, they are 
all looking for technicians. 

That is why I believe one of these days we are going to have to re- 
evaluate the personnel practices of the Federal Government 

Mr. Campsett. I think so. 

Mr. Yates (continuing). And try to find some way of getting and 
keeping them. 

Mr. Camppetz. And that is why we were fortunate, when we com- 
bined those two divisions, we were able to reach into the investigative 
group, and some of them were accountants, some were CPA’s 

Mr. Yates. Your agency is a nerve center of our Government, ac- 
counting throughout the Government, and I think it is probably as im- 
portant an agency as we have in keeping the books and records of the 
Government shipshape. 

Mr, Camppneti. And one of our problems is, one of the causes for our 
losses—is due to the fact that these agencies—we go into the 
agencies, criticize them, make suggestions and recommendations, and 
then they say, “Fine; we will do everything you say, but how about 
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letting your man come in to help us”—was it our man, Fincher who 
went over to GPO as Assistant Controller ? 
Mr. Werrzer. Fincher was one of our best. 


CONGRESSIONAL ASSIGNMENTS 


Mr. Tuomas. What is the number that you have set aside for our 
investigative work ; is it 50 or 52 / 

Mr. CampseE... 55, 

Mr. Yates. You mean legislative liaison ? 

Mr. Campsett. No. The people we send up to help your com- 
mittees; they are high-grade people because the committees will not 
take the grade 5 and the grade 7 or even the grade 9. We send top- 
grade people, and there were 55 last year. 


PROBLEMS IN RECRUITMENT AND RETENTION OF ACCOUNTANTS 


Mr. Yates. That is an important function. How are we going to 
get personnel, Mr. Campbell ? 

Mr. Campsety. Well, we think we are on the road. 

Mr. Yates. You are competing with every other agency in trying to 
get accountants for your agency. 

What we ought to do is to try to get some system for bringing in 
numbers of accountants into all branches of the Government. 

Mr. Morse. There is not too much competition from other agencies ; 
the big problem is the competition from private industry and public 
accounting firms. 

We also have a problem of State recognition of experience with us 
as qualifying for a CPA certificate. In Illinois, for example, this is 
not too much of a problem but in many States it is, because the experi- 
ence with us is not accepted as qualifying under the State laws to take 
CPA examinations. Many of the people we are trying to hire are 
interested in acquiring that certificate. We have in our Office of 
Staff Management a long-range program to work with the State 
boards and try to sell them on the idea of recognizing our experience. 
The State laws are so different that it is almost an individual 
proposition—— 

Mr. Yates. Is that your function, or a function of Civil Service 
Commission? They should be the ones that are worried about it. 

Mr. Campseti, They should be, and they are, for the long pull. 
But we are faced with it, because we have men who are very able men, 
and they say, “We want to stay and we like to work for the Govern- 
ment, but we want to qualify, say in New York State, and we cannot 
qualify because our experience is not recognized,” and GAO experi- 
ence is so far superior to usual public practice that it is almost 

Mr. Yates. Can’t you work it out with the National Association of 
Accountants ? 

Mr. Campse.u. We are working with them all the time on this and 
related questions. 

Mr. Yates. What is happening? 

Mr. Camesetu. I think we are making some progress. 

Mr. Morss. In Illinois which I mentioned earlier, there is no ex- 
perience requirement for the CPA certificate in that State. However, 
to get a license to practice requires experience, and the State does not 
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recognize the Government experience. However, that does not hurt 

us too much because we prefer to have them working for us. They 
can get a CPA certificate in Illinois, however, and that has some 
prestige— 

Mr. Yates. What is the os salary of a certified public account- 
ant? Is that a grade 14 or 15 that he is entitled to? 

Mr. Morse. oe on how capable the man is. He might 
start at grade 12, 13, or 14. 

Mr. Yates. The highest grade he is qualified for is grade 14? 

Mr. Campse.tt. Perhaps at 15. 

Mr. Morse. In exceptional cases. 

Mr. Campset. We have employed some professional men at GS-15. 

Mr. Morse. I remember reading in a magazine the other day that 
the average offering salary to a U niversity of Illinois graduate in 
ac counting is around $5, 000 a year. 

Mr. Yates. What is the equivalent salary in civil service? 

Mr. Morse. That would be around grade 8. If we can get the 
authority to hire at grade 7, right off the bat, that will put us nearer 
to competing, but we are also trying to sell them on a career with us 
and the type of work we can do. 


EVALUATION OF PROCUREMENT IN FOREIGN AREAS UNDER MDAP PROGRAM 


Mr. Yates. On page 3 of the Comptroller’s statement you state that 
you are at present devoting your work in military assistance program 
to the evaluation of procurement, and so forth. 

What do you mean by the term “evaluation ?” 

Mr. Camrsett. Mr. Powers is in charge of that program; Mr 
Chairman. 

Mr. Yates. Is that a part of a particular program? 

Mr. Powers. Actually, what we are doing is going to the basis by 
which the actual program justification is built up, and submitted to 
the Congress for appropriation requests. 

We are reviewing and evaluating the management and operation 
controls, or lack of controls, and we are review ing and evaluating the 
effectiveness of the administration of the program as it is carried 
out in the various foreign countries. 

For example, in the Far East we had groups in Taiwan, Japan, 
and I believe the third country was 

Mr. Yates. Probably Vietnam. 

Mr. Powers. Well, it is one of the other principal larger countries 
there. 

Inthe European Branch we are also reviewing the administration of 
the program for military assistance in six different countries including 
Pakistan in Asia. 

We also go into the degree—we attempt to arrive at an evaluation 
at the end ‘item utilization by the foreign country’s military forces 
after delivery is made by our own forces to those foreign countries 
and it stems from—our review goes all the way from the point when 
they determine the military force goals and then develop the materiel 
requirements for it, as well as to “the end-item utilization including 
the procurement, supply and distribution through our own military 
channels. 

Mr. Yates. Do you also have anything to do with the conducting 
of a physical inventory in any of these countries ¢ 








Mr. Powers. No, sir. 
Mr. Yares. I know that GAO did have something to do with the 
physical inventory in GSA. 

Mr. Powers. Yes, sir. 

Mr. Yares. I wondered whether or not you carried out that same 
function with any other agencies that have an inventory problem, 

Mr. Powers. The size and scope of the military activities is so 
big that it is beyond our capabilities—except to review the procedures 
and processes under which the inventories are taken and the results 
that they, themselves, have taken. 

Mr. Yates. Does anybody conduct an inventory system for the 
Defense Department / 

Mr. Powers. Well, to a very limited degree, it is my understanding, 
some of their internal audit—special inspectian groups do, periodi- 
cally, conduct such inventories. 

Mr. Campse.t. Mr. Weitzel might speak on the European proble m. 

Mr. Werrzex. I might mention that in certain areas, such as Cha- 
teau-roux, which is the Central Air Material Depot for the Air Force 
in Europe, and at other places in Europe, our representatives have con- 
ducted rather extensive surveys of the practiees-in those depots and 
bases involving control and issuance of property and inventories of 
property, and involving recommendations for improved systems of 
control, for cutting down on overstocking at the various depots, and 
for utilizing the modern systems which have been developed for the 
Defense Department. 

That isa rather long-range process going on at many places we have 
our systems men working with the Department of the Army in Europe 
on various accounting and financial management problems within the 
framework of the USAREUR Field Assistance Team set up in coop- 
eration with the United States Army, Europe. There is also a team 
working with the Air Force. Our representatives are included in 
both of those teams. 

Mr. Yares. Do you go into the question of inventory spoilage as 
the result of improper storage ? 

Mr. WerrzeEv. At times, yes, improper storage or improper packing, 
we go into the question of aging of inventory, how many months or 
years it will last, and so forth. 

Mr. Yares. You have done this with respect to areas in Europe. 
What do you do with respect to other areas throughout the world 
where we do have stocks or inventories? 

Mr. Weirzet. Mr. Powers might answer that. 

Mr. Powers. Well, we have, for example, a small group now down 
in Korea. 

Mr. Yates. The reason I am asking my question is that I heard 
there was much rusting of equipment in some military stocks so that 
it was not usable on a milits ary basis. 

Mr. Powers. Well, we now have our staff in Tokyo and the Far East 
Branch. We are analyzing the program and in that area we have 
selected for our initial review Japan, Korea, and Formosa, because we 
felt that was the most significant area 

Mr. Yates. Yes. 

Mr. Powers. Later on we also intend to cover such places as Oki- 
nawa and other places in southeast Asia and in that area. 
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Mr. Wetrrze.. Mr. Yates, getting back to Europe and giving you one 
specific figure, we made this surv ey at Chateauroux in one particular 
area of their inventory and based on that a more detailed study or 
review was done by the depot personnel which resulted in the cancel- 
lation of $5 million of back orders. 

We have now gotten together with the Air Force at the local level 
at Chateauroux ona proposal for setting up another one of those teams 
and that is pending consideration now. 

Mr. Tuomas. Have you looked over the Army Quartermaster 
supplies and depots, such as at Kaiserslautern 4 

Mr. WetrzeL. Yes, we have done it at Kaiserslautern and other 
places. We have made surveys at a number of depots. I would like 
to point out one of the things we have done. 

On screening of surplus property that had been held by the Quarter- 
master Corps in Europe to be excess, we found that there was a great 
deal of property being ordered, of types which, at the same time, were 
being held for dispos: al as excess or as sur plus. 

Mr. Tuomas. I remember Kaiserlautern, it is the supply center for 
all of Europe—the depot scattered all over 40 or 50 square miles of 
territory. 

Mr. Werrzet. You and I have both seen some of them. I went 
through the Engineer Depot at Kaiserlautern. I suppose you saw that 
and others there. We went through the Medical Depot, among others. 
We are looking right now, as Mr. Blair may have told you when you 
were in Paris, into some of the material stored there. I have not any- 
thing I can report on the current survey. 

Mr. Tuomas. I remember that there was engineering equipment and 
most of it was in open storage—I don’t know what you can do about it. 

Mr. Werrzev. That is held under certain tables of organization and 
equipment of engineering units that are set up to be ready in case of 
necessity in that part of E urope. 

Mr. Tuomas. Five minutes’ notice and they are ready to go. 

Mr. Werrzen. And they are, as you said, out in the open. In fact. 
one of the basis of trying to evaluate the inventory there was the value 
per ton of metal. We are going into that with field checks. We 
will have a report later, I hope, on ‘that. 

On this Quartermaster utilization, though, we found, by working 
with the Army, a situation whereby they saved $1 million over a 
2-month period in the last calendar year in one area in the Quarter- 
master Corps by screening property declared excess by the Quarter- 
master against needed items. When that was extended to other areas, 
they saved about 414 million or $15 million more in equipment that 
was there available, had been declared as excess, and was returned to 
serviceable stock to meet current requirements, primarily as a result 
of this screening. 

Mr. Yares. Isn't the Defense Department supposed to do that ? 

Mr. Werrzrn. They are. They have—they are working actively on 

and so are we. , 

Mr. Yarrs. What do you do, set wp standards for them to follow? 

Mr. Werrzei. Not necessarily. Our accounting policy people set 
up basic standards for accounting policy but the departments are 
enconraged to set up their own ace ounting systems. There have been 
humerous new systems set up in the Department of Defense, among 
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others, in the last few years, including electrical accounting and 
mark-sensitive systems, and those are being installed in various depots, 
But it takes time to get them installed and they need some time to 
work the bugs out of them. We are going in and evaluating those 
systems and working with them, trying to see what the result is. 

For example, we found from our study of some Air Force inven- 
tories and also Army, in cooperation with both services, that a great 
many price changes were in small amounts. Of 1,000 changes at an 
Army depot, 662 reflected variations of less than 1 cent. One-third 
of 13,760 line items repriced at 6 air bases were for changes of 5 
cents or less. That was brought to the attention of both services 
and there has been action taken to reduce drastically the number of 
price changes among these thousands of so-called line items in the 
inventory. So a lot of that has been taken care of, especially in the 
Air Force. 

Then there is the question of how inventories should be handled 
on a great deal of equipment that is not of a great deal of value— 
it is of value. of course, but some of the lesser-value equipment was 
being handled as small capital items. As the result of a joint systems 
study with the Air Force it was recommended that they extend what 
they call their retail store principle on this equipment so that a lot 
of nuts and bolts and screws would not have to be carried on many 
detailed accounting records in the same manner as expensive radio 
transmitters. 

We feel a lot has been accomplished, but work on this problem is 
still continuing. 

Mr. Yares. What is the Bureau of the Budget doing in this field? 

Mr. Camprety. I think very little. 

Mr. Yates. So the answer to my question is—nothing ? 

Mr. Camepsety. They can do very little. 

Mr. Yates. They are not in a position to do it ? 

Mr. Werrzet. We might mention, Mr. Yates, that a team consisting 
of Mr. Per-lee of the Budget Bureau and Mr. Sullivan who is with 
the General Accounting Office, made a survey both in Europe and 
the Far East of certain inventory and stock management practices 
of the Army under the Army’s financial inventory management pro- 
gram 2 years ago. 

Mr. Yares. How does the Bureau of the Budget evaluate the re- 
quests of the executive agencies, then? How are they in a position to 
know whether a department is asking too much or too little and what 
makes it an efficient operation ? Do. you ever check on the Bureau of 
the Budget ? 

Mr. Campsetu. This past year they have received some funds to 
enlarge their staff to do improvement work in the agencies, both from 
an accounting and management standpoint. 

Mr. Yates. Nobody checks on the Bureau of the Budget ? 

Mr. Werrzrt. I believe they asked for an appropriation of $405,000 
to increase their efforts, largely in the milit: ry, to strengthen 
accounting and management. They received $385,000. There is a 
team on which Mr. Powers is our representative working with the 
Bureau of the Budget and the Department of Defense trying to 
improve all phases of accounting and, of course, that will ‘include 
inventory accounting. 
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Mr. Powers. One of the biggest problems, in the whole defense area, 
has been the lack of complete financial data by which the Bureau could 
evaluate the financial impact of these programs. The emphasis pre- 
viously was placed upon unexpended balances and the amount un- 
obligated and carried over. 

Mr. Yates. Rather than cost data / 

Mr. Powers. Rather than the actual cost. data—and what will be 
the future cost of these programs. 

Mr. Yares. Is that being 1 remedied / 

Mr. Powers. Yes, sir. Both the Director of the Bureau of the 
Budget and his assistant, Mr. Percy Rappaport have taken aggressive 
action, very positive action, and we are wor ies with them in Defense 
on almost a day-to-day basis, so they are not only aware of our audit 
findings and the results of our reviews and evaluations, but they are 
going ahe sad in initiating corrective action. 

Mr. Werrze.. It was only in 1949 that Congress put a broad 
requirement on the Defense Department for financial inventory ac- 
counting and since then a lot has been accomplished to extend financial 
accounting over their inventories. Of course, much remains to be done. 

Mr. Camppe.y. Going back to the question about checking on the 
Bureau of the Budget, we do have a centralized audit check, they are 
not subject toc omprehensive audit at this time. 

Mr. THomas. Neither is Central Intelligence, where more money 
is wasted per square inch than by any other agency in this whole 
Government. 

Mr. Yates. Do we know that? 

Mr. Tuomas. [ have seen it in operation—off the record. 

( Discussion off the record. ) 


USE OF REDETERMINABLE CONTRACTS 


Mr. Yates. On page 4 of your statment you have this sentence 
starting with, “One of these is the necessity of obtaining”’—you 
talk about redeterminable contracts and you state that there are not 
enough contracts that contain such a clause. 

What about the Renegotiation Act statute? Is that inadequate to 
cover the point you make ? 

Mr. Powers. Let us put it this way: That frequently these are— 
this goes to the process of negotiation prior to redetermination of 
price and we feel that the use of this 

Mr. Yates. That is needed in addition to the renegotiation / 

Mr. Powers. That is right. 

Mr. Yares. I think it would be a good idea, too. 


FAR EAST BRANCH 


I notice that your Far East Branch intends to go into reviewing 
and evaluating of the military advisory group operations; financial 
control of the military defense assistance program, procurement in 
Japan by the Army, Navy, and Air Force, inventory supply and 
management, obligating practices of the three military departments— 
is that what your European Branch does or does your European 
Branch do more than this ? 
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Mr. Werrze.. Mr. Yates, that is an accurate description of some of 
the work of the Kuropean Branch Office. 

Mr. Yates. Do they do more than this in your European branch? 

Mr. Wertrzex. I would say “Yes.” 

Mr. Yates. Do you go into the economic assistance program in 
your European office ? 

Mr. Werrze.. Some of our European people have worked on that 
program and also some of our people have been sent out from Wash- 
ington on these programs. 

This may not be a full description of the Far East efforts. I im- 
agine they will get more into the program as time goes on. 

Mr. Powers. This was the program we developed consistent with 
our available staff which we felt we could utilize effectively. As we 
get additional staff, we will expand our Far East activities. 


INVESTIGATION OF ECONOMIC AND MILITARY ASSISTANCE PROGRAMS 


Mr. Yates. Mr. Weitzel, you sent over to my office certain studies 
that the General Accounting Office has made in both economic assist- 
ance and military assistance programs. Have you ever made a study 
of economic assistance programs to find out where the funds have 
gone, in terms of whether they have gone to cartels, have they gone 
to big corporations, have the funds been channeled into wrong areas 
other than according to the intent of congressional legislation, that the 
actual standards of living of the people be improved, so that the intent 
has been frustrated—has anybody done that? 

Mr. Campsetu, Mr. Samuelson is in charge of the Auditing Divison 
which handles ICA. 

Mr. Yates. I would like to have your answer, Mr. Samuelson. 

Mr. Samvetson, I don’t know whether I can answer that question 
completely. Our audits in countries receiving aid initially were 
started in 1955 and 1956 when we went into the programs in Iran, 
Egypt, Lebanon, and Israel, and we prepared reports on those pro- 
grams. Generally, we determined and evaluated what was included 
in the programs and whether or not the appropriate long-range ob- 
jectives and plans could be met. We concluded they had not done that 
too well, and also, I think, there were certain technical asistance 
programs that we did not think met the intent of Congress in that 
regard. 

Mr. Yates. Is that contained in the reports you sent me, Mr. Weit- 
zel? I just received them a few days ago. 

Mr. WertzeL. The reports mentioned by Mr. Samuelson were all 
included. Also, I believe, we sent you at that time Mr. Campbell’s 
statement before the Foreign Relations Committee last May 21. About 
the first half of that is taken up with descriptions and observations 
and some criticisms of the nonmilitary aid programs, particularly 
things like overprograming beyond the capacity of the recipient coun- 
try to absorb during the fiscal year. That has been one of the prob- 
lems since the beginning. 

I think we have done some studies on the economic impact of some 
of these programs. 

Mr. CampsE lL. I think that the answer to the important part of the 
question, as I heard it, of whether or not the money has been channeled 
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into this or that corporation, or certain groups or privileged individ- 
uals, I think probally 

Mr. Yaves. Well, I know that the economic program, at least when 
I served on the subcommittee—and this goes back to the days of the 
Marshall plan—provided for procurement by Government, agencies 
of foreign governments, and I wondered where the money went to 
from there and I wondered how far into the actual flow of the money 
your investigation went, or whether it was determined that once the 
appropriation was made by the Government agency you stopped at 
that point. Do you actually go out and determine whether or not 
there is misuse by the foreign government ? 

Mr. Werrzet. We might say that back in the early days of the 
program that started, I think, in 1948, we did not have the compre- 
hensive type of audit approach. We did establish a site audit at the 
Office of the Economic Cooperation Administration and that has been 
gradually strengthened and improved and extended, but in the early 
years we did not have the same comprehensive audit approach we 
have now. 

Mr. Yares. As in the case of Iran? 

Mr. Werrzer. That is correct. That is an example of the type of 
work we are doing now. We did find some instances where limita- 
tions had been violated and I think we were responsible for some 
recoveries from countries that had procurement authorizations that 
had been issued in those cases. 

Mr. Yarrs. You don’t go into those? 

Mr. Wetrzet. Only to a limited extent, under the original approach. 
We evaluated those procurement authorizations as to whether they 
were valid obligations and in some instances found out that they did 
not represent valid obligations under the appropriation sought to be 
charged. The new reports are on a more comprehensive basis. 

Mr. Yates. I am going to read the report that you sent, with great 
interest. I wonder if there are other instances of operations of the 
agency like those you found in Iran. 

Mr. Werrzet. There may be some instances in our report under 
section 1311 of the Supplemental Appropriation Act, 1955, involving 
the ICA. This committee has those reports. 

Mr. Boranp. Is GAO accounting experience recognized in Massa- 
chusetts ¢ 

Mr. Morse. Our experience is recognized in Massachusetts 

Mr. Botanp. I presume most of the States are very cooperative. 

Mr. Camppety. Yes, sir, and appreciative, I think, too. 

Mr. Botanp. I would think so. 


ATOMIC ENERGY COMMISSION CONTRACTS 


You are aware of the contract that was entered into between the 
AEC and the Yankee Atomic Electric Co. ? 

Mr. SamueEtson. Yes, sir. 

Mr. Boranp. And that is now a completely binding contract upon 
the Government? It isa binding contract and the AEC cannot change 
the terms? 

Mr. Samuetson. As between AEC and Yankee, that is right. 
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Mr. Boranp. That was the first contract of that nature, I noticed 
in your report. 

Mr. Samvuetson. That is right. 

Mr. Boranp. I also note that the contract is subject to the Renego- 
tiation Act of 1951 but actually there is very little in the way of 
accomplishment of that contract insofar as that contract is concerned, 
isn’t that true? 

Mr. Samvuetson. Yes. 

Mr. Botanp. There is one other phase that I am going to ask you 
about. Why would it not be a good idea for an agency like the AEC 
to submit such a contract or any kind of a contract that is a completely 
new approach to the GAO for at least its advice and recommendations 
before the agency enters into the agreement with the private company ¢ 

Mr. Campsetu. I think it would be a wise thing to discuss it with us. 

Mr. Bouanp. If it had been discussed, we would have avoided some 
of the—I think that there was some monetary losses, do you recall ? 
Does the GAO find that this contract will cost the Government for the 
failure to write into it the things which would have protected the 
Government, particularly in the matter of the use of the material— 
that was one of the questions you were deeply concerned about, wasn’t 
it? 

Mr. Samvuetson. That is right. The report comments on the changes 
in assistance levels. 

Mr. Botanp. As a matter of fact, the first offer of the Yankee Co. 
was turned down? 

Mr. Samuetson. The first offer—there was a certain period of 
waiver of the material-use-charge—rather under the first announce- 
ment, there was a material-use-charge waiver for a period of time 
but under the second announcement there was a longer period of 
waiver of the material-use-charge which was made applicable to the 
Yankee contract and the result of that revision is going to be an addi- 
tional cost of about $1 million, or rather a loss of revenue of over $1 
million. 

Mr. Bouanp. I note that the Atomic Energy Commission received 
your recommendations very well and actually said from now on they 
would see to it that the recommendations would be carried out. 

Mr. Tuomas. Thank you very much, gentlemen, it is always nice to 
talk with you and we are very proud of your office; you are doing a 
fine job. 

Mr. Campbell, you have a nice increase here this year due to mat- 
ters beyond your control. In view of the tightness of the supply of 
certain types of personnel, would it cripple your activities to get, in 
other words, about a $1 million reduction in your request ? 

Mr. Camersetu. I would like to think about it. 

Mr. Tuomas. We do not want to do anything in the world to stop 
you in your fine job and we want you to continue; go on with the 
European program and with the Far East program and to keep up 
all of the fine work you are doing. You have about 500 vacancies 
right now and I am just wondering whether you are going to have 
much more luck in filling, say, another 150 or 200. 

Mr. Camrseti. Might we give that some thought? 
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Mr. Tuomas. Yes; we want to work with you and we certainly 
do not want to hurt your agency. 


CLAIMS FOR HOLIDAY PAY 


Mr. Fisuer. During the past several years we have received a tre- 
menduos number of claims from a class of employees, the so-called per 
diem employees of the Government, for an additional day’s pay for 
each holiday worked during World War II as the result of the Presi- 
dent’s request for work on all holidays, except Christmas, to further 
the war effort. We rejected the claims on the ground that the pertinent 
statutes—joint resolution of June 29, 1938 (52 Stat. 1246), did not 
authorize such additional pay. Several of the claimants then brought 
suit in the Court of Claims and that Court ruled on July 12, 1955, in 
Bergh, et al. v. United States (132 C. Cls. 564), that they were entitled 
to be paid. The Government took the matter to the Supreme Court. 
On November 19, 1956, the Supreme Court upheld our position in the 
matter and reversed the decision of the Court of Claims. The Su- 
preme Court case is styled United States v. Berghet et al., and is pub- 
lished in 352 United States at page 40. 

It has been estimated that had the Government lost this case it 
would have necessitated an appropriation of approximately $750 
million to satisfy all similar claims. 

Mr. Tuomas. That is wonderful. 

Mr. Yates. I have one more question. Mr. Campbell, are you re- 
quired to go to the Bureau of the Budget for approval of your budget ? 

Mr. Tuomas. Yes. 

Mr. Yates. Why—you are not an executive agency. 


Mr. Camppett, We are required to go to the Civil Service Com- 
mission, too, for approval of our civil service—although that is an 
executive agency. 

Mr. Tuomas. And they get along pretty well together; isn’t that 
right? 

Mr. Campsetn. Yes; we don’t have any difficulty. 

Mr. THomas. Gentlemen, thank you all very much. 


FEpERAL COMMUNICATIONS COMMISSION 


WITNESSES 


JAMES D. SECREST, EXECUTIVE VICE PRESIDENT, RADIO-ELEC- 
TRONICS-TELEVISION MANUFACTURERS ASSOCIATION 

CARROLL WHITE, RETMA MANAGER, MOBILE RADIO COMMUNICA- 
TIONS 


Mr. Tuomas. Gentlemen of the committee, we have with us Mr. 
James D. Secrest, Radio-Electronics-Television Manufacturers As- 
sociation. 

Weare delighted to have you here. Do you have astatement for us? 

Mr. Sreorest. Yes; we have a statement which I will file with the 
committee. 
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(The prepared statement of James D. Secrest, Radio-Electronics- 
Television Manufacturers Association, is as follows :) 












STATEMENT OF JAMES D, SECREST, EXECUTIVE VICE PRESIDENT OF 
ISLECTRONICS-TELEVISION MANUFACTURERS ASSOCIATION 
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Mr. Chairman and members of the subcommittee, I am grateful for this op- 
portunity to present testimony concerning the Federal Communications Commis- 
sion budget which is now before you for consideration. Our primary interest 
in the FCC budget concerns the Bureau of Safety and Special Radio Services, 
The activities of that particular Bureau directly affect the progress and use of 
two-way radio communications—more generally referred to as non-broadcast 
usage of the radio spectrum. 

Because the Radio-Electronics-Television Manufacturers Association has 
among its members a substantial majority of the manufacturers of two-way 
radio equipment, we have been directed to make this appearance on behalf of 
the fastest growing segment of the communications industry. 

Nonbroadcast 2-way radio communications, at the present time, consist of 45 
different radio services in the aviation, marine, land transportation, public 
safety and industrial fields. There are currently over 342,000 licenses author- 
izing over 1.2 million fixed and mobile transmitters. As an indication of the 
rate of growth of these services, 39,000 of these licenses, involving 410,000 trans- 
mitters, were authorized by the Commission in 1 year. This mushrooming 
growth has imposed unusual burdens on the Commission staff in attempting to 
keep abreast of the growing demand for mobile radio facilities. 

The radio spectrum is one of the Nation’s important resources. It differs from 
other natural resources in that it is not subject to depletion. Rather, its use 
is on a time and space basis. Obviously there must be adequate regulation or we 
would have compounded confusion in our attempts to communicate. 

Mobile radio, as the Wall Street Journal noted in a comprehensive review of 
this growing industry on November 12, 1956, started as a tool of local government 
about 1915. Since then, and particularly in recent years, it has become an 
essential municipal and State government activity everywhere and a tremendous 
aid to scores of businesses, both large and small. 

While many persons are familiar with the use of two-way radio by police and 
firemen and taxicabs, few are aware that this same method of communication 
is also used by thousands of busses, intrastate and interstate trucks, railroads, 
forestry and lumber operations, and public utilities. Two-way radio is also 
utilized in the drilling, production, refining and distribution of petroleum, in 
many types of manufacturing, in road and building construction, and in farming 
and ranching. It has even proved a valuable aid in the operation of cemeteries. 

In fact, whenever it is necessary to control the movement of personnel or 
equipment, two-way radio is the most efficient and economical method of main- 
taining contacts between mobile units and the center of operations. Many mil- 
lions of dollars are invested annually in the purchase and maintenance of this 
equipment. Many more millions of dollars are added to our national economy 
through the use of this equipment. 

One of the unfortunate aspects of the nonbroadcast uses of radio is that many 
of these services are not apparent to the general public as are radio and tele- 
vision broadcasting. However, to the many thousands of people who use it as 
an economic tool, two-way radio is a very important and essential factor in their 
daily lives and business. 

Two-way radio has become so widespread in industry and business that it is 
vital to the succes of many small-business men as well as large industrial enter- 
prises. 

But we are concerned, gentlemen, with the apparent inability of the FCC 
staff to keep pace with this expansion and growth. We are not being critical 
of past or present actions of the Commission. It is our sincere belief that the 
Commission staff is doing excellent work with limited finances and personnel in 
the face of a tremendous growth in the field of two-way radio communications. 
We are concerned with the length of time it takes to develop rulemaking. We 
believe it to be essential to the safety and economy of the Nation that rulemaking 
be promptly brought to a current basis and so maintained. We believe that with 
an adequacy of personnel the Commission would be able to initiate prompt action 
in the matter of geographical allocations. 

Further, delays of up to 90 days in the processing of applications for licenses 
are inimical to the best interests of public policy and contrary to the mandate 
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of the Congress which requires that the public interest, convenience and necessity 
be adequately served. We cannot believe the Communications Act permitting 
90 days in application backlogs was intended to apply to nonbroadcast operations. 

That portion of the FCC budget marked for the Bureau of Safety and Special 
Radio Services is not, as approved by the Bureau of the Budget, adequate to 
meet the needs of the public. The FCC and the Bureau of the Budget have 
recommended $880,259 for the operations of this Bureau. This would provide 
for a 12-week (90 days) backlog in application processing. We respectfully ask 
that you seek a determination from the FCC as to the amount of increase needed 
to place application processing on a 30-day basis. We believe it will be in the 
order of approimately $75,000. When this amount is measured against the num- 
ber of applications estimated to be processed during the fiscal year, it will 
represent less than 40 cents per application. 

We urge your committee to provide adequate funds for the Commission to 
do the essential job of fostering a maximum effective use of the radio spectrum. 
Without funds to support an adequate FCC staff, both the industry and the 
public will be deprived of the opportunity to make maximum use of the radio 
spectrum, and the expansion of our national economy will be retarded. On 
the other hand, a modest inerease in the FCC appropriation will be recovered 
many times over through increased taxes from new and larger business enter- 
prises whose success depends upon rapid and dependable two-way radio 
communication. 

We ask only for funds adequate to permit the Federal Communications Com- 
mission to fulfill its responsibility to the people of the United States. 

Thank you, Mr. Chairman and members of the committee, for this opportunity 
to present our position on the FCC budget. 

Mr. THomas. Will you summarize the statement for us, tell us what 
you are interested in? Maybe we will be interested, too. 

Mr. Secrest. Of course, I would like to express our appreciation 
for this opportunity to be heard. Our interest is in the FCC budget, 
and in one phase of it, the Bureau of Safety and Special Radio 
Services. And our interest is basically this: We have in our member- 
ship the majority of the manufacturers of mobile radio communic: 
tions equipment. As you well know, the Bureau of Safety and Special 
Radio Services handles the licenses for users 

As I am sure you are aware, the two-way 1 radio industry has grown 
tremendously in the last few years. It started out with police, aa 
and taxicabs, and it is now in dozens of industries over the country 
It has a great effect on the national economy. 

We find that, despite the good job that the Commission is doing 
with the facilities and the staff it has, there is a tremendous backlog, 
continual backlog in the processing ‘of applications for licenses to 
use two-way radio equipment, and in the rulemaking, both of which 
handicap and retard seriously the continued growth of the industry. 

Now, we feel that if the committee sees fit to go beyond the recom- 
mendation of the Budget Bureau—and, incidentally, we called the 
Budget Bureau before this bill came up, here and talked to them, 
and they recommended we come up here 

Mr. Tuomas. They recommended that you come up here? 

Mr. Secrest. They had no objection, I will put it that way; they 
told us we should tell our story to the committee. 

We feel that the recommendation of the Budget Bureau for this 
FCC Bureau, which would, as we understand it, provide for a 12- 
week or a 90-day backlog in the processing of applications, is com- 
pletely inadequate, and results not only in the retarding of the indus- 
try, particularly from the user point of view, but also results in a 

waste of the radio spectrum. It is not being used to its fullest advan- 
tages 

ges. 
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Mr. Yates. Which applications are you talking about? 

Mr. Secrest. Applications to use two-way radio by trucks, builders, 
and the type you have in municipalities, and so forth. 

In my statement are figures covering this—I don’t want to bore 
you with all the details of the industry, but they are all a matter of 
record in the statement. 

Now, we believe that application processing should be put on a 
30-day working basis. This would be much more practical from the 
user point of view and from our point of view, and would cost approx- 
imately $75,000. That figure comes from Mr. White who obtained 
it from the Communications Commission. 

Mr. Tuomas. This would enable you to sell $50 million more of 
equipment a year, is that it? 

Mr. Secrest, I think we would sell more. But I think beyond that, 
Mr. Chairman, this is a matter of enabling more users to use the 
equipment. Naturally we are interested in selling more equipment, 
but it goes beyond that, it goes to a point where—— 

Mr. Tuomas, Well, we are delighted to have your point of view. 
And after all, you have a reasonable point of view. 

Mr. Secrest. There is one other point, Mr. Chairman, I am sure 
you are aware of, that by the expenditure, we think, of this $75,000, 
by the sale of additional equipment, by the expansion of the various 
businesses that use it, I think the Government will recover several 
times over what 

Mr. Tuomas. That follows. 


STATEMENT OF MR. CARROLL WHITE 


Mr, Secrest, I would like to ask Mr. White, who is very close to the 
user group, and the RETMA manager of Mobile Radio, to say just 
a few words from the user point of view. Incidentally, he has had 
experience in Glendale, Calif., in which he actually operated a lot of 
this equipment. 

Mr. Wuirer. Mr. Chairman and gentlemen, the statement that two- 
way radio use has been growing 1s a definite fact as shown by the 
figures presented in the prepared statement. The growth has been 
so rapid that the users have been unable to get determinations of eligi- 
bility, allocations, channel splitting, frequency considerations; so, as 
a result, a great number of users are being prevented from using radio 
that need it in their businesses, and who have to depend upon it for 
the difference between a profit and a loss, particularly a number of 
small businesses. 

We pointed out in our statement the wide diversity and varied uses 
of radio. You can see that it runs the gamut, where it was usually 
thought of as being just police and fire and taxicabs a few years back, 
now just about every conceivable phase of the industry is using radio 
and depending on it. 

From the standpoint of use, all of the users want to expand, but 
they find in attempting to expand they are unduly restricted because 
of the lack of personnel on the part of the Federal Communications 
Commission to process applications for them. In many instances that 
we have on file, contractors have been unduly hurt in the difference 
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between a profit and a Joss on bidding on a job because they were 
held up for 90 days in obtaining a license to use the radio that they 
were planning to use in connection with their work and on which 
they had predicated their estimates and their cost bids. 

We would like to point out that the Wall Street Journal gave 
a very clear account of the use of radio, and with the permission of 
the committee, we would like to leave a copy of that. 

Mr. Tuomas. Thank you very much. You are nice to come by, and 
we greatly appreciate your courtesy. It is nice to see you both. 
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